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upP
vGD
VO

Bangla words
gram shalish

hilla marmage

khas land

polli shomaj
shastho shebika

union parishod

Union Parishod
Vulnerable Group Development
Village Organisanon

village court

" !

‘marmage’ arranged for a woman through Islamic law when a divorce is 10 be
annulled, whereby she is made to live with another man for a peniod of nme
before retuming to her husband

land abandoned or not in use and owned/managed by the Government
federation of village organisations, initiated by BRAC

village level health worker (trained by BRAC, delivers the essential health care
program under the supervision of area office health program officers

local government unit
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EXECUTIVE SUMMARY

1. Project Description and Evaluation Approach

The Rural Development Program (RDP) was introduced by BRAC in 1986 as its main program for
achicving the goal of poverty reduction and empowerment of the poor. BRAC targets the rural poor -
vulnerable women and thewr families, and those who arc landless and sell their manual labour 1o survive
Although the provision of credit is the focus of the project, BRAC also provides village organisation
(V) members with income generating activitics and training. essential heaith care, basic educanon

the credit services of the program by addressing many of the non-financial factors that impede the poor
from achicving sustmnable improvement of their ives. Addinonally, there is a special program,
implemented jomntly with the World Food Program, for vulnerable groups that have not been included by
the RDP - the Income Generation for Vulnerable Group Development program. BRAC also developed a
new component during the course of project implementation to support the development of micro-
enterpnises — the Micro Enterpnise Lending Assistance program (MELA).

Donor funding for Phase IV of the RDP came from a consortium of four donors: the
Commussion (EC); Department for international Development (DFID), UK, DGIS Nowib (Holland), and,
the Canadian international Development Agency (CIDA)Y Aga Khan Foundation Canada (AKFC).

The project eacompasses a number of programmung areas. This end-of-project evaluation, commissioned
by the donor consortium, and funded by CIDA and the EC, will identify the results achicved, and the
developmental and operational lessons leaned to date, for five (of eleven) output arcas identified in the
project LFA. In the TOR, these areas were identified as follows: VO sustainability, gender and
household nghts; income and liveliboods (including an analysis of MELA), micro credit; and, BRAC
management strategies. In order to fully understand the multiple facets of the project and their links,
various data sources and collection methods were used  In addition to the specific questions posed in
their individual terms of reference, all evaluation team members were asked to provide comments on the
following issues: the contribution to poverty reduction i companson to similar programs in Bangladesh,
sustainability of the outputs achicved, given the social and economic environment of Bangladesh, how
well the program responded 1o the primary concerns of the beneficianes; the design of the project
relation 1o poverty reduction in the local and national context, concerns around cost-effectiveness,
especially concerning training and follow-up support, and; the skill level and ficld ime of RDP [V field
staff in relation to the outputs expected of them.

r B Results Achieved

This section will highlight the man results achieved m each of the five output arcas examined by the
evaluation team.

i) Village Organisations

From a quantitative point of view, the project outputs were readily achieved: 11,219 Palli Shomaj were
established, and 528 Area Offices were in operation (target 330) by December 2000. 100,572 VOs were
n operation by December 2000 (against a target of 49,969). There were 3.74 mullion VO members by
project end, 97 8% of whom were women (against a target of 2 million members, 95% women).
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Given the short time for field work during the evaluation mission and challenges with translation, it was
difficult to have a clear picture of the situation within the VOs, particularly with respect to drop-outs,
graduation and the domination of special groups. What was clear was that leadership within the VOs is
not instituionalised, in that there are no rules or guidelines regarding the length of term for management
committee members, or for the law implementation commuttees (follow-up from the HRLE training).
That the members retained their commuttee positions through elections (held every three years, on
average) does not necessarily mean that other VO members felt free to oppose their re-clection. More
research is needed regarding power relationships outside the VO before this situation can be fally
understood.

The most cbvious impact of the massive expansion of membership on VO development and capacity is
the uneven availability of the ‘plus’ components of BRAC s *credit-plus’ programme, particularly to the
new VOs. Inadequate staff levels at the area offices meant that, as a result of the rapid expansion of the
microfinance component of the project, BRAC stafT were stretched to the maximum to ensure that the

basic inputs of credit and IGA suppon and training were provided.
i) Gender and Household Rights

The heart of BRAC s programme lies in achieving the economic empowerment of poor rural women. In
their study, Husain et al (1998) found an increase in women's ownership of assets, due to theiwr
mvolvement in BRAC's programme. Their control over assets has also improved, but this control was
found 1o be have been limited. Regarding the use of income derived from involvement in income
generating activities, 85 per cent of members spent their income for consumption purposes, while the rest
used it for mvestment and asset accumulanion. Findings show that BRAC members now participate more
than ever before in decision making in this respect. (Husain, et al, 1998:177).

With respect to changes in women's lives, the impact of RDP inputs is smaller but discernible. Studies
have found that the status of the female members of RDP at the household level improves. In most cases,
the women's relationships with thewr husbands have improved. At the community level, the opposition
voiced by men to women's participation in groups was reported to gradually decline over time as the
women's contribution to houschold material well being becomes evident.

Participation in BRAC-sponsored activities helped women to acquire positive self-perceptions. Their self-
confidence has increased, along with & reduction 1n their dependence on male members of the household.
They share more in decision making at the family level Further, increased mobility has enabled them to

i) Income and Livelihoods Improved

Approxamately 778,214 households embarked on new sectoral 1GAs over the project period. This was
more than double the 300,000 planned, due to the expanded membership growth. Of the 2,353,976 new
members who joined BRAC during the project period, approximately 33% or one in three started 2
sectoral business. In the RDP IV plan, BRAC estimated that these IGAs would generate additonal
income of between Tk200 to Tk24,000 per month. BRAC’s reports indicate that these monthly income
levels have generally been reached.

But has this additional income reduced poverty? The existing evidence on the impact of micro credit on
poverty in Bangladesh is not clear cut. There 1s work that suggests that access to credit has the poteatial
1o significantly reduce poverty. On the other hand, there is research which argues that microcredit has

minimal impact on poverty reduction. The evidence on reducing vulnerability is somewhat clearer. The
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provision of micro credit has been found to strengthen crisis-coping mechanisms, diversify income
sources, build assets and improve the status of women.

When VO members speak about their achievements as BRAC members, it 1s clear that they consider
these to be more than just an improvement in their household income. Most frequently they mention their
expanding human capacities - things they have now dose, that they did not (or could not) do before_ It is
these expanding capacities that they are proudest of running their own IGAs, working in partnership
with their hushand in a family business, knowledge about credit and savings, knowledge about their
human and legal nghts, understanding about health and nutrition, a new sense of their value as women,
wives and daughters, and a vision of a bright future for their children, especially their daughters.

If poverty is understood as s deprivation across many dimensions of human life, membership in BRAC
has helped VO members to escape poverty by expanding their capabilities: 10 be knowledgeable, 10
enjoy a better standard of living; to improve their dignity and self respect; and, to participate with other
members in their VO meetings and communitics, and in national life through the exercise of their citizen
nghts It is these expanding capacitics as human beings that they are proudest of, and that will be the
lasting legacy of this output and this project.

MELA
At December 2000, the cumulative number of borrowers over the project period was 14,522 of which
6,898 (48%) were VO members. The evaluation findings are that:

e The MELA Programme, launched In December 1996 as a pilot project, has been successfully piloted,
and is now in its stage of growth It has good growth potential

e MELA has fully met the RDP IV’s purpose: the socio-economic position of participating houscholds
has improved, however, MEL A participants arc not the project’s target beneficiaries. MELA
borrowers have considerable capital assets: in most cases land, buildings and machinery.
Increasingly, VO women are the minonity in this programme. The trend will continue.

¢ The programme design is not suitable for VO women, although it does meet real needs in the
marketplace. For most VO women to run the small businesses targeted under MELA selection
criteria, they would require training, technical and marketing assistance and coaching, which MELA
does not peovide.

Overall, the programme 15 appropnste for BRAC and its commercial bank strategy, but not for the target
group of women for RDP IV. The assumptions that women would successfully graduate to the MELA
programme and be capable of handling the complexities of this type of business proved 10 be wrong.

iv) Micro Credit

The revised target for loan disbursements was exceeded by over 7 per cent, while the onginal target (in
the LFA) was surpassed by no less than 44 per cent. Hence the size of the loan portfolio at the end of
2000 amounted to Tk 7.31 billion (net of loan loss reserve), 74.8 per cent greater than the Tk 4.18
billion projected in the onginal Project Proposal. At the same time, the original target for average loan
size was excesded by 17.7 per cent, For savings, in contrast, while the original cumulative targel was
exceeded by over 54 per cent, the final outcome fell over 11 per cent short of the revised target.

With respect to portfolio quality and financial sustmnability, although the quantitative results indicate that
financial self-sustainability was attained by the ead of the project period, it 15 clear this was achieved with
the benefit of significant cross-subsidy from other programme components. At the same time, the more
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limited future prospects for expansion of the portfolio in profitable market segments may call into
question future plans for combining rapid growth and high quality of the portfolio.

The possible danger of an excess supply of microfinance, at least in certain areas of the country or market
segments, has been a matter of concern among NGOs at least since the 1990s. This is reflected in moves
by the Association of Development Agencies in Bangladesh (ADAB) — the apex body for NGOs
operating in the country — to draw up an agreed policy document regulating competition among its
members. The possibility of consequent friction and undue “overlap™ between NGOs has arisen because
of a) the continuing rapid expansion in their number (ADAB's membership has grown by over 50 per cent
— to around 1,200 — since 1995) and b) the rapid expansion in lending by many of those engaged in
microfinance. The problem would scem to have been further exacerbated by the increasing concern of a
number of institutions to maximise the financial self-sufficiency of their microfinance operations, leading
them to concentrate their efforts on those areas / market segments that are most profitable (i.e. relagvely
large concentrations of creditworthy borrowers in areas which are more accessible and cost-effective to
service). This has given nise to concern on the part of at least one donor that excessive competition may
have a damaging impact on achieving the social goals of NGOs.

Following the recommendations of successive Shorebank reviews up to 1999, BRAC has gone a
mmmwmmwwmumuwﬂmm
branches and minimise opesational costs. These effonts have 1o » significant extent been both
counterproductive in relation to the social objectives of RDP and even self-defeating in their own terms
(e.g the costly experiment with bi-weekly VO meetings). On the other hand, the improvement to
information systems should have lasting benefits.

Trends in the net level of aggregate savings appear 10 have been influenced both by lack of clanity as to
the rules on withdrawal (apparently fostered by some BRAC officers) and the declining propensity 10
save in older VOs, perhaps related 1o a reduced demand for loans among this group.

¥) BRAC Management

The oniginal objectives relating to BRAC management were largely met. Successes include:
e Expansion of membership, VOs, branches, savings and loans (all original and revised targets
substantially over achieved);
*  Training, assessment and retention of Staff,
» Cooperation and joint activities with other NGOs.

Areas where there was improvement, but less than full achievement of original goals include:
Employment and promotion of women within BRAC;
The delivery of social development and training programines to women,
* Management information and computerisation.

In addition to the onginal and revised goals, BRAC also responded to a large number of
recommendations and new mitiatives requested by donors and owtside consultants dunng the course of
RDP [V. The emphasis on the management of the miucrofinance programme, particularly in the
Shorebank reports, put an unduc emphasis on one side of the project and contributed to the imbalance that
is reported in this evaluation report. Distortions in the impact of the project were caused by the expansion
of the microfinance component, which inevitably wok place at the expense of other aspects of the

programme - particularly the social development programme. BRAC management could have more
mmmmmmmmn&mmumumﬂ
branches and village organisations were formed.
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The changes in management structure that were brought sbout during RDP IV were largely beneficial and
put BRAC in a better position to carry out its objectives in future.

3. Discussion

The project is relevant to the needs of the target populanion. Economic opportunities are limited and
illiteracy rates are very high, especially for women. Village organisation (VO) members interviewed
consistently expressed satisfaction with their membership in the VO and their access to loans. VO and
Palli Shoma) membership has had an impressive impact on women’s mobility and on women's self-
perception and empowerment. Women's mobility and access to resources is a critical area for
intervention for ensuring improved health and well-being for women and their children in Bangladesh.

The evaluation feam agrees, however, that the overall long term sustainability of the project, partcularly
mn the achievement of its deveiopment goals, has been jeopardised by the focus on financial self-
sufficiency of the microfinance portfolio. The dramatic expansion of the micro credit program during the
project period (which entailed expansion of the number of VOs, area offices and the number of borrowing
members) created tension between the financial cost recovery aspects of the project and the other, less
tangible aspects of social change and empowerment of women. [t appears that other parts of the ‘credit-
plus’ package, especially those on the social development side, suffered in terms of the quality of their
delivery, despite notable innovations. If poverty is looked at in terms of vulnerability, increased income
alone will not ensure its sustainable reduction, particularly for poor, rural women. In the evaluation
team’s view, the elements of the social development programme play an important role in supporting the
gains made through access to credit and savings. The team also has some concerns about the long term
financial sustmnability of the microfinance component  Our doubts centre on the role that cross-subsidy
has played in achieving financial sustainability of the loan portfolio, as well as in the future prospects for
program expansion, given BRAC's stated mtention of *honizontal’ expansion, both of which are discussed
in the Results Section of the report.

Seen from the perspective of the beneficianies, assessment of sustainability is a complex issue which
hinges on the capacity of VO members (or their households) to maintain a more or less permanently
enhanced level of security with or without continuing support from BRAC. To the extent that BRAC
members need and can access credit for sectoral income generating activities (IGAs), repay their loans
successfully from household income (including IGA income), and have income remaining to meet their
basic needs, BRAC houscholds can be seen as sustainably managing the credit they receive through the
VOs. For the year 2000, 94.1% of all loans outstanding are being serviced on time, indicating a high
sustainability level for RDP IV participating households. Through participation in RDP 1V, most BRAC
households have been able 1o provide for the basic necessities to support their households and to access
important education and health benefits from their VO membership in BRAC.

As designed, the evaluation team feit that the integrated package was a good one (micro credit, sector
training and follow-up, and social development (human nghts and legal education - HRLE, issues based
meetings - IBM3, law implementation commuttees - LIC, health forums, shastho shebikas - SS) and that
the new innovattons (palli shomaj, popular theatre and legal aid) only served to strengthen that package.
However, when the decision was made to massively expand the number of VOs and the total credit
portfolio, the other components of the package suffered in quality. Inadequate budget and staffing levels
existed 10 ensure that a quality package was delivered to all new members. The evidence is strong that an
integrated package of micro credit with other inputs aimed at increasing members' confidence and
bargaining power 15 most effective in addressing women's strategic interests in Bangladeshi society.
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The donor consortium appears to have long given its endorsement of the view that maximising the
financial profitability of the microfinance component was desirable, and thus 1o have encouraged BRAC
to pursue this strategy. Belatedly, however, there has been recognition that this approach has resulted in a
serious imbalance in relation to the implementation of the social components of RDP IV. It is also now
seen as potentially at odds with BRAC's long-term developmental objectives. The latter view represents a
clear swatch of position on the part of at least one donor (DFID, which, as ODA under the pre-1997
British administration, was largely instrumental in promoting the influence of Shorebank in BRAC). At
the same time there now seems to be growing pressure from the World Bank, the major source (through
PKSF) of soft loans for local NGOs, 10 ensure that all microfinance institutions are verifiably managed on
the basis of financial self-sustmnability as a condition of continued funding.

While it may be unavoidable that different donors’ prionities may change and conflict with each other,
clearly it is difficult for BRAC to respond to such changing pressures in a consistent manner. Hence it is
quite understandable that BRAC should seek to minimise its dependence on donors and thus to maximise
its sutonomy. However, since continued donor support is almost certainly essential for a more balanced
and coherent pursuit of BRAC's goals in future, it is important to try to establish more effective structures
for assuning accountability to donors than exist at present. This may require a more open and continuous
dialogue between BRAC and the donors than has occurred hitherto (involving a stronger mutual
commutment from both sides) if the conflicting pressures that were 2 major cause of the unbalanced
implementation of RDP IV are to be avoided in future. The success of such a relationship, which is likely
to be delicate in any event, will depend crucially on the donors’ maintaining greater cohesion and
consistency.

Given the rapid expansion in the number of VOs and in the size of the loan portfolio, the evaluation has
indicated that inadequate staffing levels existed to maintain adequate coverage in all Area Offices (AOD).
Each AO visited by the evaluabon team was operating at its maximum capacity of 156 (or more) VOs.
With 13 micro-finance program organisers (POs), this means that one PO can manage up to 12 VOs,
assuming that she/ he visits 2 VOs each day during a 6 day week. Until January 2001, that PO was also
expected to be handling the sector programmes and social development. Our team’s analysis indicates
that the quality of the implementation of the non-micro-finance components of the programme suffered
Evidence from the field visits indicated that fewer health forums, HRLE trainings, orientation courses and
1BMs were held than was intended in the project.

BRAC has demonstrated its ability to respond in 3 tmely fashion both to the demands of its VO members
(note the many project innovations) and to the many recommendanions made through monitoring reports,
the second impact assessment and other studies. Its Research and Evaluation Department also conducts
in-depth studies related to questions pertinent to project design and implementation. BRAC has made
many changes over the course of the project, learning from its mistakes, and in at least one instance,
trying a change, and then reverting to former procedures after an assessment of the results of the change.

Determination of project cost-effectiveness was based on: (1) the assessment of the impact it created at
the participant/borrower end; and, (2) the cost-efficiency or financial viability of the micro-finance
programme itself The strategy 1o address poverty, both on financial, as well as social development and
human capital development fronts, has consisted of a judicious mix of inferventions, such as
microfinance, skill training and social development. On the financial front, the MF operation has
achieved sustainability and is considered cost-effective, noting concerns raised in this report. On the
social and human capital development front, althoagh there is still a substantial amount of subsidy
involved, all of the interventions, such as the sector programs and IGVGD, as well as those directed
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* can, therefore, very well be said that BRAC"s credit plus approach to its work with the rural poor of
Bangladesh has been developmentally sound and effective in reducing poverty over time, keeping in mind
areas of concern discussed throughout the evaluation report.

4.

lLessons for future programming

Operational Lessons

The sustainability of the considerable gains made by women through paricipation in BRAC's
integrated package of inputs may be threatened by an over-emphasis on microfinance BRAC's credit
plus package is based on the philosophy that credit 15 a meanys to achieving the end of improvement of
women's position in Bangladeshi society. While access 1o credit and other imputs can result in an
improvement in women's (and their families) condition, real improvement in women's status and
position will only be achieved through support to other aspects of the package. The evidence is
strong that an integrated package of muicrofinance, with other inputs simed at increasing members”
confidence and bargaining power, is most effective in addressing women's interests in Bangladeshi
society.

If it is accepted that less emphasis should henceforth be placed on achieving or maintaining the
financial self-sustainability of the microfinance programme, but that priority should be given instead
10 the long-term interests of VO members and other beneficianies (household sustainability), it
follows that -

O Future expansion of the loan portfolio should as far as possible be demand-led. In particular, this
means that those who have used their first or subsequent loans to establish a micro-enterpnse on a
scale that raises their household income up to or beyond a level that they might define as
adequate (or permits them to expand further without further borrowing) should not necessanly be
encouraged to take out more loans. In short, the microfinance programme should avoid the
tendency — so familiar among Western commercial banks, but also perhaps present in ASA or
Crameen Bank — of prefamng to lend money to those who do not need it (but are good credit
risks).

Q@ While regular saving should remain a condition of membership, the rules goverming deposits and
withdrawals — whether from the basic compulsory account or the current account (if continued) —
should be clearly spelt out to members and staff’

0 To the extent that, as is hkely, this less commercial spproach leads o diminished self-
sustanability of the microfinance programme, the need for subsidy / cross-subsidy will have to be
exphetly accepted

Donors should commit themselves to long-term support in the shape of either soft loans (for on-
lending) or grants (primarily to suppon loan-related training). This would require the existing donor
consortium 1o reach a common position with the World Bank (the source of funds for PKSF) as well
as BRAC on the targets of the microfinance programme, if not on the design and objectives of the
overall BDP programme

BRAC should commit itself to an appropnate level of cross-subsidy of the microfinance programme
from the profits of its more commercial operations, particularly those that benefit from synergy with
the microfinance programme such as Programme Supporn Enterpnses) BRAC is understood to have
taken some measures to make the sector programmes self-sustaining by 2005 leaving aside the basic
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training cost that constitutes only about 25% of the total cost of operation. This cost for training
should be considered for internal subsidy by BRAC, should continued donor support not be secured.

«  Organisatnons working with the poor, and on behalf of the poor, need to be constantly challenged by
their outside investors to demonstrate that their capital allocation decisions, outside of ear-marked
poverty reduction projects, reflect “pro-poor” preferences. As the fungibility of money is a fact of life,
attention to project financial issues should be accompanied by atiention to organisational financial
issues using the appropriate information and analytical tools: annual project budgets examined in
detail, and also in the context of annual organisational business plans; monitoring of annual project

e [f BRAC wishes to reconsider the need for ‘institution” building, then expenimentation with
alternative strategies for facilitating and supporting village level groups appear necessary. Given the
present level of staff involvement in the technology oriented sectoral programs and in the credit
program, alternative strategies for VOs are likely to involve reconsideration of staffing levels with
respect to social development (which has budgetary imphcations).

¢ Conflicting recommendations in numerous monitoring reports, and donor support for the Shorebank
focus on financial sustainability of the microfinance component, created tension between the
integrated components of the project. The result was that certain parts of the mtegrated
(which the donors had onginally agreed was sound and should be the basis of the RDP) were
from an overall project perspective, keeping in nund the integrated nature of the BRAC approach.

e The microfinance operation has been highly successful so far. Meanwhile, some disconcerting
indication of weak portfolio management has been found, implymg too rapid portfolio growth
without a commensurate enhancement of the capability of the credit staff. Enhancement of the
capability of credit staff, along with overall improvement of branch level operations, deserves
immediate attention.

e Competition / overlap between NGOs (and other microfinance institutions) has been a problem that
has been flagged for attention. While it has not been possible within the scope of the present
evaluation to carry out a fully informed assessment of how the problem of excess competition should
be dealt with, there is clearly an intensifying need for more effective regulation. The limited evidence
gathered sugpests there are fundamental differences between BRAC and other members of ADAB on
how this should be done, while major institutions such as ASA and Grameen Bank are excluded from
ADAB. There would therefore seem to be a need for codes or even legislation to be drawn up
designed to regulete competition and resolve disputes both a) between NGOs and b) between NGOs
on the one hand and commercial banks on the other. Such codes would need 1o define appropriate
roles in the regulatory process for a) the Bureas of NGO Affairs (strengthened as necessary with
donor support) and b) the Bank of Bangladesh

* BRACs reach and impact can be extended through collaboration with other national level NGOs (for
example ASK in the area of legal clinics and ASF in offering counselling and suppont to survivors of
acid violence) and government. BRAC should further strengthen these collaborations and seek out
other areas of potential collaboration.
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Special notes regarding MELA

mm-mwm@mhnuc appears to be leaving the VO members far
behind. Although night now the VO members do not constitute a viable business option for MELA,
ignoring them altogether would be self-defeating as an important motivating element in their
graduation process would disappear from them.

Many elements of the component design did not favour the inclusion of women: registration of
collateral, awnership of assets, high sales volume needed to support higher loan activity, monthly
repayments, and no technical assistance or marketing support provided. If the MELA programme had
been intended to support women. the programme’s average loan range would have been much lower,

Developmental Lessons

Continued responsiveness through flexible and integrated programming will be critical to meeting
women's strategic gender interests. Innovative features of RDP IV, such as the Palli Shomaj, popular
theatre and the local community leaders workshops, show promise of consohdating the strategic gains
made through women's participation in the VOs. Microfinance and its direct support programmes -
EIG and MELA, can support women's practical needs for better and easier access to cash and inputs
to meet their immediate consumption needs. Soategic change that will support women's improved
status in Bangladeshi society will be supported through changes in public perception and the laws
governing women's access to public fora and the resources necessary for the improvement of their
status.

The central lesson of the microfinance programme’s development under RDP [V is that the goal of
financial self-sustainability runs the nsk of being self-defeating in relation 1o a programme which is
essentially developmental and therefore prone to require subsidies more or less indefinitely. This
lesson is in fact in line with the implicit philosophy of BRAC, which rests on the idea of providing an
enabling environment for the poor - taking account of social as well as financial constraints 10
eliminating poverty and accepting the need for de facto subsidisation, at least in the short run, of
activities required to assist the poor. BRAC has always espoused principles of cost-effective
management and has instilled among its borrowing members the imporntance of making their micro-
enterprises self-financing and thus able to survive wathout subsidy in the long term. This stance, it
may be noted, is also fully congruent with the implied principle of development aid — not to mention
the programmes of economic regeneration pursued selectively by most Western industrialised
countries ~ that subsidies are ofien justified, at least over a limited peniod, in order to facilitate self-
sustaining development in the longer term.

A tremendous opportunity for capacity building through leadership opportunities and training within
the VOs has been lost in not ensuning the institutionalisation of the leadership function. Leadership in
several of the VOs visited had not changed since the VO's inception. Holding management
commutiee and other positions 1s an opportunity for éach VO member to gain confidence in her/ his
ability to take on responsibility for other members of the group and can lead to great gains in self-
esteemn and position within the village. Guidelines regarding the length of tenure and the number of
terms in office, for example, should be devised to ensure rotation of leadership in the VOs, and
consequently the opportunity for capacity building with a greater number of VO members.
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* Any radical change in the empowerment of women cannot be expected without changing the existing
socio-economic and cultural norms of rural society. Handing over loan money to male household
members should not cause senious concern, since this is very often directed by economic rationale and
cultural norms. Even m such cases, women have been able 1o improve their status in the bousehold.

e Monitoring indicators for VOs (similar to the grading system for PS) are needed to assess the capacity
and maturity levels of VOs. AO Managers and Coordinators are unable to benefit from the
experience and comparative analysis of programming against agreed-upon indicators. Less
*successful’ VOs could benefit from the lessons learned from VOs that have achieved a greater
degree of maturity and institutionalisation. BRAC should begin serious work in monitoring the
indicators they have developed.

» Furthermore, close monitoring of the different aspects of control over credir and other aspects of
empowerment are needed. Such monitoring would deliver a clear message from BRAC about the
importance of women having some control over decision-making, loan use and ownership of any
income and assets generated. In addition to the HRLE program, a strong group and popular education
programme that promotes women's control of loans could be helpful.

* The notion of sustainability has remained largely at a conceptual level throughout the implementation
of RDP IV, For sustainability to be achieved, concepts related 1o VO sustasnability need 10 be
clarified What does “graduation” or ‘drop-out’ mean in the context of a sustainable VO? Isnt
BRAC's intention that VO members remain members in perpetuity? What role does savings play in
the long term sustainability of a VO? These questions will need attention from BRAC if
sustainability is the goal

* A sectoral package providing access to credit, high guality inputs, technical skill and "know-how"
acquisition, start up support and marketing assistance is a more successful approach to developing
successful IGAs than providing credit only.

e Women interviewed consistently indicated that they did not have access to markets for their product,
regardless of what that product was. Lack of access to markets is a key factor that constrains women
in Bangladesh from taking control of loan use and profit Much more could be donc to support
women to enter the marketplace. Perhaps one means of increasing women’s access to markets could
be through group marketing initanves.
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L INTRODUCTION
L1 Purpose of the Evaluation

The RDP [V project ended in December 2000. This end-of-project evaluation, commissioned by the
donor consortium, and funded by CIDA and the EC, will identify the results achieved, and the
developmental and operational lessons leamed to date, for five (of eleven) output areas. In the TOR,
livelihoods (including an analysis of MELA), micro credit; and, BRAC management strategies’. The
evaluation findings and recommendations will be used to inform future decisions regarding the
implementation of poverty programming in Bangladesh. Individual evaluation reports for cach output
area can be found in the appendices 1o this synthesis report.

12 Methodology

The methodological approach was learming-onented, 1n that the cvaluation team members identified
success factors, key lessons and best practices that could be incorporated into similar initiatives in the
future The design of the evaluation was guided by several conceptual and policy frameworks, notably
CIDA’s RBM Policy, the EC Guide to Procedures and Methodology for Evaluation and relevant policy
frameworks for the region.

The project encompasses a number of programming areas. In order to fully understand the multiple facets
of the project and their links, vanous data sources and collection methods were used. A matnx showing
the vanious components of the evaluation design for each project is presented in Annex A

In addinon to the specific questions posed in their mdividual terms of reference, all evaluation team
members were asked to provide comments on the following 1ssues: the contribution 10 poverty reduction
in companson 1o similar programs in Bangladesh, sustainability of the outputs achieved, given the social
and economic environment of Bangladesh, how well the program responded to the primary concerns of
the beneficianes, the design of the project in relation to poverty reduction in the local and national

the skill level and field time of RDP IV field staff in relation to the outputs expected of them.  All team
are included in Annex B.

term review, financial reviews, for example), as well as special studies undertsken by the Research and
Evaluation Division of BRAC. Addinonally, the evaluation team also consulted other documents, such as
CIDAY EC policy documents and international and Bangladeshi studies on the status of women, poverty
reduction and micro finance (credit and income generahion).

mm“mﬂwmﬂunnﬁcmmwm-dm
organisations. Individual and group interviews with village organisation (VO) members allowed the
evaluation team to gain some msight into the perceptions of this key group of stakeholders about the
umpacts and outcomes of the project, the appropnateness and effectiveness of the implementation
strategies and the extent and quality of the results achueved 10 date  Interviews with BRAC staff were
important means of understanding program intent and implementation.  Area office stafl provided
clarification on ficld based components of the program, while head office staff were able to provide detail

! Refer 1o the project LFA of January 1996, included s Amsex C
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about the overall direction and intent.  Additionally, other players in the microfinance world in
Bangladesh provided a comparative viewpoint about the approach to microfinance

1.3 Evaluation Team

The evaluation team was composed of six members. Specific terms of reference related to their areas of
expertise in the evaluation guided the work of each member.

Barbara Shaw acted as team leader, and examined issues of VO sustainability. Ms. Shaw has experience
in monitoring and evaluation and sectoral expertise in the areas of social development, gender equality,
participatory research and rmining. Isla Patterson examined the area of incomes and rural hivelihoods.
She was a member of the Appramsal team that evaluated the feasibility of the follow-on project to the RDP
IV - ‘Targeting the Ultra Poor” (TUP) - in September 2000.

Harry Shutt looked at issues of micro-credit in the project.  He has expenience in project appraisal and
evaluanon. Dawvid Clark evaluated BRAC management capacity and has expenence in the strengthening
of development institutions in both developed and developing countries.

Ishrat Shamim explored issues of gender equality, particularly in the area of household and community
rights. She teaches at Dhaka University and has extensive consulting expenence with a vanety of chients.
has a wide array of consulting experience in the areas of socio-economic impact and institutional
strengthening.

1.4 Limitations

The evaluation team faced several constraints to the achievement of their work

* The team did not assemble in Dhaka at the same time. The Canadian team members amived in Dhaka
a full 8 days before thewr EC colleagues. The Canadians were also unable to contact the Dhaka-based
Bangladeshi icam members, as a result of EC contracting procedures. The EC team armived without
any prior knowledge of BRAC or RDP IV. Unlike the Canadians, they had not been allocated time
for document review prior to the commencement of their work in Dhaka. They did, however, receive
additional days for report writing, after the allotted time for field work in Bangladesh, which the
Canadians did not. These lags in time had serious impacts on our work. Since the four EC team
members had no prior knowledge of the project, several days of onentation were necessary, before
any substantive work as a team could begin.  Field work was therefore delayed, and its duration
shortened. At the other end of the mission, the Canadian team members left Bangladesh before the

e  There was a general election in Bangladesh on October 1. A national hohiday was declared on
September 30. In addition, poliical violence associated with election campaigning curtailed the
team’s field work. We were advised not to travel in the immediate run-up and aftermath to the

election. Consequently, there is & heavy emphasis in our reports on BRAC Head Office interviews
and existing information and studies.

e W had onginally intended that the evaluation team would undertake field work for the better part of
two weeks.  As a result of the staggered amival times, the rwo Canadian team members undertook one
one-day field tmp to Manikganj just after the armival of their EC counterparts. Together the entire
team spent § days in the Bogra area. The EC team members undertook another field trip after the
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Canadians had departed (one day in Tangal). Dunng these ficld visits, we visited VOs and other
project activities, in addition to holding discussions with Area Office and Regional Office staff. It
was the team leader’s view that the entire team, regardless of their area of focus, needed to have some
idea of the complexities and interdependencies of the project.  Because RDP IV mvolves a complex
program of activities, some time is required to understand the linkages between vanous components.
The shortened ficld nme means that the team members by and large focused solely on thewr
‘component” of the evaluahon, without looking at the linkages and interdependencies between them.

e Another limitation 10 the study 15 found in the 1ssue of translation.  Although some effort was made to
BRAC staff acted as translators while we were in the field.  Although this was not the case in every
instence. the evaluation team encountered resistance around certain issucs from a few of these
translators. For example, dunng the Bogra visit, we were unable to hold discussions with project
beneficiaries or area staff without the presence of high level head office staff present. The evaluation
team feels that this imited the range of opinion that could be freely expressed. This is not to say that
the team expected to hear negative views expressed by the field staff. Rather, we suggest that since
the semior managers would often begm to answer for their staff, we were not able to ehcit a vanety of
views or impressions sbout BRAC"s RDP IV and its impacts by many different partcipants.

s Incomplete and late reporting on the part of 2 team members means that some areas of mquiry have
not been examined m as much detail as might have been hoped. and that potential lessons may have
been missed.

2 PROGRAM CONTEXT
2.1 The Systems Context

Any project or activity occurs within the context of many mter-related factors. As illustrated by the
systemns map found on the next page, BRAC s RDP IV operates in a complex environment. Following is
a bnef discussion of the major elements affecting the success of the project.

22 Regional Context

South Asia is « the poorest, most illiterate, most malnourished and least gender sensitive region » (South
Asia Human Development Center ~-HDC, Annual Report 2000). Formal mstituhons of governance often
bypass the many unfortunate poor who suffer from multiple deprivations on account of their income,
religion, gender and ethnicity.  Pervasive mequalities persist  The HDC report notes that most
governments are large in size, but low in efficiency, and that most taxes are regressive, affecting the poor
far more than the middie classes.

Despite partition from India of Pakistan in 1947, and the subsequent break of East Pakistan into Pakistan
and Bangladesh in 1971, during the last 50 years, the individual countries have made considerable
progress towards stability and peace. However, inequalities persist within each country in the region, and
South Asia is one of the most poorly governed regions in the world  Overall, corruption in the region 1s
widespread and, according to the HDC, can be seen in the « reduced availability and increased cost of
basic social services, in allocation of resources for mega projects, and in the breakdown of the rule of
law. »
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The South Asia Association for Regional Cooperation (SAARC) was South Asia’s attempt to create unity
within the region. However, afier 15 years, it has achieved little, and current relations within the region,
especially between India and Pakistan, have left the organisation functioning in a very slow and
bureaucratic fashion. The events of September 11 have further exacerbated tensions in the region.

There is no shortage of evidence to show how South Asian nations can gain from cooperation and
opening their borders to one another. But constant tension has put pressure on the region, which has
agreement in spring of 1998 were quickly overshadowed by nuclear testing by India and Pakistan just a
couple of months later. The move to nuclearisation has exacerbated South Asia’s human development
problem and has further undermined the welfare of the people of the region

23 Bangladesh: Situational Analysis of Poverty and Status of Women

Human Development Indicator Bangladesh South Asia (weighted
average)

Population below the poverty line (%), 1989-94, 48 40

national poverty line

Population without access to health services, 1995 68/ 55 276T/ 22

{millions/ as a % of total population)

Female population (% of total population) 49 48

Female literacy, 1997 (% of total female population) | 27 37

Adult female economic activity, 1997 (% of male) 772 524

Female life expeciancy at birth, 1997 (# of vears) 582 632

Maternal montality rate, 1990-1998 (per 100,000 live | 440 405

barths)

Infant mortality rate, 1998 (per 1000 live births) 79 7]

Under five mortality rate, 1998 (per 1000 live births) | 106 107

Malnourished children <5 years, 1990-37 (numberin | 8/ 56 79T/ 51%

millions/ as % of total population)

Sources : 1) Mahbub ul Haq Human Development Centre. Human Development in South

Asia 2000: The gender question.
2) UNICEF. The Progress of Nations 2000.

Provisional data from the 2001 census estimates the population to be 129.2 million, with a growth rate of
1.48%. It further estnimates that there are 25 4 million houscholds, with an average size of 4.8 persons.
The population remains largely rural, with 76.6% living in rural arcas. The sex ratio is 103.8 men 10 100
women (Bangladesh Bureau of Stanstics, August 2001).

Women in Bangladesh face unequal power relations in almost all their daily interactions, pot only in their
families, but in all local institutions, including the mamage and kinship system, the houschold and
extended family, local community associations, patron-client relationships, and local elected bodies.
These institutions act as mediating structures between women and the world around them, and interact in
such a way as to restrict women's access to resources, to markets and to government. For example, a
patrilineal system is in place in Bangladesh. Several elements of this system affect women to varying
degrees: patrilocal residence; patrilineal inhentance; a gender division of labour; and norms of female
seclusion. A patrilineal kinship pattern creates a structured dependence of women onmen. As a
consequence, women are conditioned to be economically and socially dependent on men, and have
limited independent access to resources and markets. Even within their mamages and families, many
women arc unable to bargam for their legal share of property, maintenance, health care, or even food.
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Further, women also face the likelihood that their husbands might take a second wafe, file for divorce, or
simply desert them (Carr et al 1996: 188-189),

24 Microfinance NGOs and Institutions

Women in Bangladesh have gained an international reputation for their credit performance with

world. The fact that they are a good credit risk, despite the extreme sociocultural constraints on women's
productivity and their access to capital in Bangladesh, has made them a prionity target for poverty-
oriented credit programs. Credit provision for women is seen as a powerful tool for institution building
at the grassroots level, and has become a mainstay of many NGO efforts in rural areas. The approaches
vary, with some using a ‘rumimalist’ approach (credit only), while others provide integrated support that
includes trmming and techmical support, in addihon 1o credit

The Association of Development Associations in Bangladesh (ADAB) - the apex body for approcamately
1200 NGOs - estimates that there are hundreds of NGOs providing microfinance services throughout
Bangladesh Many of these are very small, and operate on a local level only. There are several large
microfinance NGOs, of which BRAC 15 now the largest  ADAB works to coordinate policy setting with
these NGOs, and facilitates the signing of agreements between NGOs working in the same arcas.

2.5  Donor Consortium

Funding for this project comes from a consortium of five donors : EC; DFID (UK); DGIS/ Nowvib

(Holland); and, CIDA/ AKFC. To coordinate donor inputs and requirements, a donor hiason office

(DLO) was established during RDP II/ RCP (1990-1993). The objectives include :

» Ensuring coordination in the flow of funds to BRAC;

e Defining a uniform system for progress and financial reporting by BRAC 1o the donors (including

external andit);

Streamlining donor needs for external evaluations and other missions,

Providing logistical and organisational suppon for such missions and for Consortium meetings,

Facilitating communication between BRAC and the donors, and among donors;

Following up on actions taken as a result of review and evaluation based decisions taken by the DC

* Following up on donor disbursements, utilisation of funds in accordance with the workplan, and
advising the donors of any situation that warrants DC attention.

Membership in the DC consists of BRAC and the donors contributing to RDP IV. The DLO coordinator
also attends DC meetings  The DLO serves both the RDP IV and NFPE projects.

3. PROJECT DESCRIPTION

3.1 Project Background

The Rural Development Program, Phase [V (RDP V), along with the Non-Formal Education Program
(NFPE), was, and is, managed and implemented by BRAC RDP was introduced by BRAC in 1986 as its
masn program for achieving the goal of poverty reduction and empowerment of the poor. BRAC targets
the rural poor - vulnerable women and their families, and those who are landless and sell thewr manual
labour to survive. Although the provision of credit is the focus of the project, BRAC also provides
basic education services, and human rights and legal education programs. These activities are designed to
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complement the credit senvices of the program by addressing many of the non-financial factors that

of their lives Additionally, there is a special

program, implemented jointly with the World Food Program, for vulnerable groups that have not been

included by the RDP — the Income Generation for Vulnerable Group Development program. BRAC also
developed a new component during the course of the project implementation to support the development
of micro-enterprises — the Micro Enterprise Lending Assistance program.

Donor funding for the Phase IV of the RDP came from a consortium of four donors: the
Commission{EC); Department for international Development (DFID), UK; DGIS Nowvib (Holland); KfW
(Germany), and; the Canadian International Development Agency (CIDA)Y Aga Khan Foundation Canada
(AKFC). The following table indicates the disbursements received from each donor during the fourth

phase of RDP.
Disbursements received to-date
NOVIB/ DGIS DFID AKF/CIDA | EC Total
DA Taka GBP | Taka CS | Taks ! Euro Taka | Taka USS
Total 28mi. |([676mi [ 8mi | 523 mi | 10 325 | 1465m. | 741 22.66 | Approx
Released mi. mi. mi mi. 45 mi.*

(Source: DLO, Dhaka, January 2002)
* The amount is an approximation, based on a conversion rate of 50 taka:S1US over the project period.

3.2 Logical Framework Analysis
The LFA (dated January 1996) is included as Annex C.

33 Chronology of Events

Date Key Milestone

January 1996 Project Approval/ LFA

November 1996 Contribution Agreement signed with AKFC

December 1996 First Annual Financial Review Mission

March 1997 Contract between EC and BRAC signed

October 1997 External Monitoring Mission

December 1997 Second Annual Financial Review Mission

December 1997 Poverty Alleviation and Empowerment. Impact Assessment Study 11
May 1998 BRAC Monitoring Mission: A Focus on Quality

December 1998 Third Annual Financial Review Mission

October 1999 Mid Term Review Final Report

March 2000 Fourth Annual Financial Review Mission

August/ September 2000 | Appraisal Mission: Targeting the Ultra Poor (follow-on project)
December 2000 Project Termination

July 2001 Innovating on Solid Ground: BRAC Final project reporn
September 2001 to End-of-project evaluation

January 2002
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34 Evaluation, Review, h-d:tndblm-dﬂﬁcrlnnniduﬂﬁdduhg
Implementation

The many issues identified during numerous studies and momitoring missions undertaken over the course
of the implementation of the project have been summarised in Annex D.

35 Stakeholder Network

A stakeholder network diagram 1s included on the following page. BRAC s organisational structure,
although clear on paper, in fact, is much more informal. Interactions between stakeholders and staff at all
levels are frequent, although not governed by reporting requirements. A full organisation chart is
included in Section 4.6 - BRAC management.

4. RESULTS ACHIEVED
4.1 Introduction

The evaluation terms of reference were written in such a way that each evaluation team member would

look at one of § output level result areas, keeping in mind the contribution made to the project purpose.

The project is complex in its design, and there was considerable overlap and many interconnections

between each output area. This is not surprising, as the outputs are designed to work together 10 achieve

the project purpose and goal  This section will present each team member’s findings, as reported in detail

in the individual evaluation team member reports presented as Appendices to this report. Discussion of

the factors affecting the success (or not) of each output will be discussed in Section 5.

4.2 Output One: VO Sustainability

Owantitative A

s Establishment of Palli Shomaj : 11,219 Palli Shomaj were formed by December 2000 (this was an
innovation of the project);

¢ By December 2000, 528 AOs were in operation (compared with the target of 330).

e 100,572 VOs (against a target of 16,760 new VOs to be formed for a total number of 49,969)
established by December 2000,

3.74 million VO members by December 2000 (target : 2mi.) ; 97.8% female (target 95%)
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. STAKEHOLDER NETWORK
BRAC RDP IV
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