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Section 1
Introduction

Microfinance (MF) industry in Bangladesh has been the subject of study in
numerous researches. This is another in the milieu, with a primary focus on the nature of
competition between various agents in the MF industry. Due to enormous diversity in
perceptions on an ever-changing phenomenon, the subject of study presents one with
interesting challenges. The immediate purpose however is to provide inputs to the Local
Consultative Group for Microfinance in Bangladesh, who is in the process of formulating
future donor strategy for the sector.

Since perceptions matter, the concepts used in expounding the reality are laid out
at first in Section 2. In the process, the prism is structured through which the world of
microfinance in Bangladesh is pictured and presented in this paper. The third section
draws upon the secondary literature to list a number of ‘stylized facts’, which are
perceived to characterize the industry. Certain aspects of the historical evolution of the
industry in Bangladesh are also highlighted in this section. Section 4 discusses effects of
competition in selected areas. The logical extension of the current into future scenarios,
essentially arrived at by an extended thought process, is discussed in the concluding
section (Section 5). A number of alternative future scenarios are outlined in the latter
section, which are conditional upon specific assumptions on policy regimes and
probabilistic trends among important actors. The concluding section also outlines
probable actions by donor agencies in the sector on the assumption that these actions are
aimed at reducing poverty and promoting economic growth in the country.

Section 2
Concepts and Definitions

Overview of MFI Engagements

The present study focuses on microfinance industry; where the microfinance
institutions (MFIs) are the key operators on the supply side. It is however important to
recognize that these institutions engage in wider spaces, going beyond the scopes of
microfinance. Figure 1 below describes the broad activities undertaken by some of the
MFTIs. Most MFIs engage in group formation and provide financial services to group
members. Some also engage in providing social services — health, education, water &
sanitation, training & skill development and awareness building. There are others who
may also engage as economic agents, such as, through providing marketing support to the
beneficiaries, or, as provider of wage employment. The currently observed mix of
activities has a long history; and the NGO/MFI sector in Bangladesh has been an ever-
changing one. Broadly speaking, while the current operators in the MF sector may have



differed in their early engagements, their commonality is derived from the network of
groups, of primarily women members, which underlie most MFT activities. By definition,
all MFIs engage in providing financial services; and this paper limits its focus to this
dimension only. However, it is important to take cognizance of other involvements of the
MEFTIs in order to better comprehend the dynamics of competition in the industry.'

Figure 1: Broad Areas of MFI/NGO Interventions
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Source: Zohir, S. and I. Matin (2002). “Wider Impacts of Microfinance Institutions: Issues and Concepts”,
background paper for the Ford Foundation /mp-Act Research Programme, December.

Description of MFIs and Other Agents in the MF Market’

The NGO-MFIs in Bangladesh are generally characterized by their size (area and
membership coverage) and by the types of programs they undertake (program coverage).

' An MFI engaged in multiple activities may be able to cross-subsidize programs, or, reap benefits of
positive externalities across these activities. It also runs the risk of losing the edge associated with
specialization. The correspondence between multiple engagements and performance in any one activity is
further complicated in the presence of grant money. McIntosh and Wydick (2002) suggests that the very
existence of competitive MF markets is dependant on the fact that grant funding be used only to subsidize
the cost of lending to the poor.

? Rutherford (2003) identifies the MF market in terms of different financial services and devices, and
termed these as ‘instruments’. Some of these are non-market instruments, which are not addressed in this

paper.



Those who are confined to only delivering credit, often termed as ‘credit only’, are rather
few in number. Most are considered ‘credit plus’, and the literature is yet to distinguish
between those who deliver social services from those who engage in commercial
activities as well’. In terms of area/membership coverage, three groups are identified, the
large, medium and the small®. The large MFTs include the Grameen Bank, BRAC, ASA
and Proshika. Individually, none of them necessarily covers all thanas in the country.
However, their coverage cannot be associated with any one region of the country. The
latter characterizes the medium ones, which had emerged in one or few thanas (or, new
districts) and had subsequently expanded into neighboring districts. They are considered
important players in the region they operate in. Some of the well-known medium MFIs
include, TMSS, RDRS, SSS, BURO Tangail, Banchte Sekha, Jagoroni Chakra,
Shabolomby, Shakti Foundation, etc. The small ones are numerous, mostly confining
their operations within the perimeter of a single thana, often inside a single union. By a
rule of thumb, one may suggest that the small ones turn to be ‘medium’ the moment they
cover all thanas in an old district’.

Beside the NGO-MFTIs, there are several other important actors on the supply side
of the MF market. The apex body PKSF, engaged in wholesaling credit, has surfaced as
the most important actor, and its importance has persistently increased since its formation
in 1990. Various government/parastatal agencies, including the BRDB, VDP-Ansar, the
Ministry of Women and Children Affairs and several other government banking and non-
banking agencies have introduced microcredit operations. Moreover, a number of
commercial banks, often under donor funded projects, have also engaged in lending to
MFIs. All these adaptations are expected to have influenced the market.

Outcomes in the rural financial markets are also influenced by the supplies from
informal sources, one important element of which includes the moneylenders. There is a
great deal of unease among the practitioners in digging deep into the relations between
informal lending and the MFI lending. During the early years of MFI success in
Bangladesh, there was a strong belief that MFIs had successfully weeded out the
‘moneylenders’ who charged exorbitant interest rates. Recent empirical studies (Zohir et
al, 2001) show the two sources of credit to co-exist’. Results from a survey on opinions
of moneylenders reveal that the informal sector had benefited from the expansion of MFI
credit (Choudhury, 2001). This aspect is not addressed in the rest of the discussion in this

paper.

? While grouping the universe for stratified sampling, the BIDS study (Zohir et al, 2001) considered this
aspect. However, adequate prior information on the commercial activities undertaken by the MFIs is not
available.

* This corresponds to PKSF’s identification of ‘Bipool’ and ‘Oosha’, where the latter is further sub-divided
into medium and small.

> There were between 17 and 21 old districts, which were later further sub-divided into a total of 64 (new)
districts.

® The BIDS study on PKSF-MES finds almost 40 percent of the MFI borrowers to be borrowing from
informal sources as well (Zohir et al, 2001).



The clients of MF are traditionally rural individuals’, mostly women, organized in
groups under centers, by the paid staff of the MFIs. While members in these groups are
direct receivers of MFI loans, there may be demand emanating from other sources which
influence the aggregate demand in the MF market. This aspect is dealt with only in the
context of forward-lending by MFI borrowers, and the extent of its prevalence is still
considered quite low®. There may however be wider linkages of local rural financial
markets with neighboring urban markets — such macro dimensions have not however
been addressed in the context of Bangladesh.’

The market for MF in rural Bangladesh is summarily described in Figure 1 below.
Of the various supply side agents, the first three groups source their fund mostly from the
rural economy. A significant part of the MFI revolving fund also originates from savings
of their members. In contrast, most of the loan fund of the government agencies and the
formal banks originate from non-rural sources. It is important to note that all the supply-
side agents potentially compete with each other. However, the focus of the present study
is on competition among various MFIs only. It is also important to recognize that the
nature of demand has bearings on the source of credit availed by rural households. In this
regard, complementarities may arise among MFI and other sources. This may not arise
amongst MFIs who generally offer similar packages.

Figure 1
MF Market at a Glance
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Definition of Overlapping and Multiple-Participation

‘Competition’, ‘overlapping’, and ‘multiple-participation’ are often used
interchangeably by many observers and practitioners of microfinance, and this may not
be appropriate. Competition refers to a process where two or more suppliers in a market
compete with each other to bring the clients into their folds. It is important to note that
competition does not necessarily lead to overlapping or multiple-participation — one
needs to delineate the conditions which lead to such outcomes. The last two terms may be
viewed synonymously — even though they reflect concerns of opposite groups regarding
the same phenomenon. From the perspective of the MFIs, overlapping captures the
problem they confront — their cliental space overlaps with that of a competing MFI when

" MFI activities have also expanded into urban poor. Pioneers in the urban area are Shakti Foundation,
Action Aid and Proshika.

¥ Zohir et al (2001) finds less than 2 percent of total MFI borrowings to be used for forward lending.

? Need for such study is emphasized in Zohir and Matin (2002) and possible existence of the interlinkage
between urban markets and rural microfinance is mentioned in Zohir et al (1999).




one of their members is also a member of that MFI. In contrast, from a client’s
perspective, they do not overlap with anybody — they may engage in multiple
membership and/or borrowings either from the same source or from different MFIs. Both
of the terms however may be operationally defined at two levels — individual (member)
and household. There is however a subtle difference between the two terms as described
with the operational meanings of the two terms in Chart 1.'° Among various alternative
scenarios, it is only the case of multiple-membership at the household level, which is not
included under the definition of overlapping. In all other cases, the two definitions
exactly correspond on both individual and household dimensions. The description in
Chart 1 however suggests that estimates on multiple-membership will be greater or equal
to the estimate on overlapping.

Chart 1
Correspondence between Overlapping and Multiple-Participation
Description of participation of Presence of Overlapping — Multiple membership —
members in a single family Lender Perspective Borrower Perspective
Member level Household Member level Household
1 person in 2 MFIs yes yes yes yes
2 persons in same MFI no no no yes
2 persons in different MFIs no yes no yes

Factors underlying Competition

It is important to outline the pathway of causally linked events — beginning with
the set of factors that induce competition, exogenous factor that may condition the nature
of competition, and the fallouts from competition. These are discussed below with a view
to identify and define the outcome variables, which will be assessed in this paper.

Competition is primarily a supply-side phenomenon, and therefore, it is expected
that most of the underlying causal factors originate from the supply side. These factors
may be broadly grouped into the followings:

1. Dynamics within the existing MFIs inducing them to upscale their operations; and
such moves may be rooted in any one or more of the followings:

a. There may be urges to increase total profit by increasing the size of
disbursement and thereby total coverage''. These may arise due to move
towards increased financial self-reliance and/or to ensure higher turn-over
of the savings in hand;

b. Presence of positive inter-program externality'? may induce MFIs to
widen the network of borrowers under a credit program. Two probable

' In financial managements in rural Bangladesh, there are good reasons to believe that the household plays
a central role. Thus, indebtedness of a household may be of greater significance than individual-level
indebtedness for reducing risk in the loan market.

" The assertion holds if the marginal cost of increasing coverage/disbursement is non-increasing and lower
than the interest earning (adjusted by loss provision).

12 As noted before, a wider network under microcredit program may enable an MFI to reap benefits in other
activities.



areas of such externalities are; enhanced opportunity for an MFI to engage
in profit-making commercial venture'>, and greater credibility with donor
agencies justifying increase in grant money and financial supports to non-
credit programs.
2. Search for self-employment by rural youth may lead many of them to open
NGO/MFTSs, thereby, increasing the number of supply-side agents in the market."*
3. Emergence of PKSF as a wholesaling credit outlet may have contributed towards
increased competition. The mere urge to roll money, with which PKSF’s financial
return is intimately tied, may lead to ‘over-supply’ in the credit market."
Secondly, simultaneous funding of MFIs of different sizes may have enabled
many small MFIs to sustain, or, many big ones to expand their territorial
coverage. With regards to the latter, one may raise two contrary questions: would
it be possible for the small ones to emerge if there was no PKSF lending?; and,
will it be possible for the small ones to survive if the PKSF lending is biased in
favor of the larger MFIs?
4. Various government and semi-government agencies, such as, BRDB and BKB,
have adapted the programs of the MFTs, thus increasing the number of supply-side
agents as well as the total volume of credit into the market.

Excess supply may emerge ex-post compelling existing MFIs to compete with each
other. It is quite possible that an expansionary phase is characterized by excessive
coverage, which subsequently leads to contraction. It is also quite possible, as in any
other economic activity, exogenous shocks causing decline in opportunities for
investment may lead to reduced demand for credit and thus cause excess supply.

While competition may or may not lead to overlapping, there are instances of
overlapping, which are not triggered by any real presence of competition. It is often
argued that “poor people borrow from more than one microfinance institution” since
“borrowers need more money for the economic activities of the household than a single
MFT is willing to provide” (WWB, 2002). In this specific case, one may observe
overlapping even when there is no excess supply and the MFIs do not compete with each
other to enroll the same person.

" The author argues elsewhere that the network of individuals and groups emerging out of the credit
activity of an MFI may also be transformed into a network of producers-cum-consumers. Being at the hub
of a network of producers, an MFI may engage in marketing, which widens the opportunities of its clients
as well as brings additional revenue. Examples of such engagements include, Gana Kallyan Trust’s
vegetable shops in Dhaka, several activities of BRAC, etc. The same network may allow an MFI to market
products supplied from external sources. Solar power cell and mobile phones, marketed by the Grameen
Bank and its sister concerns are some such examples.

' In Tangail, for example, the author came across an MFI, whose coordinator acknowledged that his family
had provided the initial fund to set up the ‘business’ so that he could make his own living.

15 1t is learnt from discussion with PKSF staff that financial asset of the PKSF is more than Tk. 1300 crore,
of which Tk. 850 crore is outstanding loan. Annual disbursement of loan during the most recent year has
been around Tk. 250 crore. Currently, more than a quarter of NGO-MFI revolving fund is accounted by
loan from the PKSF.



Factors Shaping the Nature of Competition and Influencing the Outcomes

As noted, there is no one-to-one correspondence between competition and

overlapping, nor is there a unique set of qualities characterizing competition. There are
several factors which may shape the nature of competition in the MF market. These
include,

1.

Stage of expansion at the industry level: The MF market may be defined at
several dimensions — geographical space, client space, and preferences fro
different kinds of financial products even for the same set of clients. The nature of
competition will vary depending on the degree of saturation in each of these
spaces.

Characteristics of the products transacted in the market: The flexibility in the
choice of financial products may be constrained by the composition of clients in a
particular market, the implications of which are discussed later. In case of MF, the
characteristic space goes beyond financial elements. Thus, the personal elements
in dealing with clients, place and times of transactions and meetings, externalities
associated with networking, etc. are quite important. All these may enable product
differentiation, mostly in the non-financial dimensions, thus encouraging
monopolistic competition. '

Composition of actors and institutional culture: Competition among large MFIs
will be intrinsically different from one among a large and a small, or among many
small MFIs in the absence of any large MFI. The institutional culture is an
evolving element with important bearings on the industry-level practices.
Management practices within each of the active MFIs will shape its reaction
function, which in turn, determines the final outcome."”’

Policy environment: Beside the management policy practiced within an MFI,
policies adopted by three actors are important — GOB (including the central bank),
donors, and the intermediary institutions (such as, the PKSF).

Composition of clients and their response pattern: Presence of homogeneous
group of clients enables defining homogeneous products and facilitates greater
transparency in transactions. In contrast, differentiated products to serve different
segments of a market may be introduced only if there are sufficient elements in
the design to ensure self-selection by the clients. Otherwise, failure to segment
markets exogenously may lead to choice of a product by the wrong kind of
people. Furthermore, clients used to receiving relief and pampered by waiver of
default are more likely to engage in strategic behavior to cheat the less-informed
MFIs.

Various mixes of the aforementioned factors will generate different kinds of
competition. A priori knowledge in the filed of economics suggests that competition
among equals, cost-less flow of information, flexibility in product design to account for
differences across client groups, and an expanding market encourage healthy

'® Due to presence of non-tradable ‘qualities’ which are intrinsic to particular managements, each MFI may
exercise monopoly in limited spaces, not necessarily defined in territorial terms.

7 1If phrased in terms of game, the nature of competition will depend on the each party behaves in response
to the action taken by the other.



competition. Ideally, one would like to outline the mapping from the factors which
underlie competition, to types of competition which surfaces, to the possible outcomes in
terms of overlapping. Since no primary study is attempted in this exercise, and since
available information do not permit verifying any such proposition, it is not attempted
here.

Description of Outcome Variables

The terms of reference mentions of effects of competition and overlapping on
portfolio. We consider a number of alternative perspectives on the latter. Availability of
data largely restricts one to focus on few aspects. Loan portfolio, distinguished in terms
of length of overdue was available for several MFIs'®, who are partner organizations (PO)
of the PKSF. Primary surveys, administered by the author, had information on MFI-
specific dues from clients’ sources. Both these information have been analyzed in this
paper. A second perspective on portfolio is captured by the requirements on savings be
members, which is perceived by many to safeguard the MFIs against risk of default.
Certain other proxy statistics to assess effects may include recovery rates, average debt
and trend in the number of active regular participants'”.

Going beyond the terms of reference, the paper also probes into effects of
competition on use of loan, a reflection of the quality of monitoring by the MFIs.
Moreover, perceptions on competitions by MFI staffs and by beneficiaries have also been
included.

Section 3
Highlights on Findings

Estimates on Overlapping and Multiple-Participation: a historical perspective

There are wide ranges of estimates on the extent of overlapping, and the
perceptions on which type of overlapping is of severe concern, also vary widely across
MFTIs. The BIDS study had covered 91 villages in 13 regions of the country. The census,
administered on more than 19,000 rural households, found 42.6 percent of all households
to participate in MFI programs. Of the latter, 22 percent had multiple-participation of
some kind (see Table 1 below). The member-level current overlapping (i.e., multiple-
participation by a single individual at the time of the survey), estimated from sample
surveys, and consistent with the household-level participation figures from census, is in
the range of 10 to 12 percents of all participating members during the two years in 1998-
2000 period (Zohir et al, 2001).*° The BIDS study found households with even six

' Total loan due is divided into ‘current dues’, ‘passed one year’ (beyond repayment period, but less than 2
years of loan disbursement), and ‘more than 2 years old dues’.

' The BIDS study had found a significant proportion of current members to be only occasional
participants, who borrow one year and refrains from borrowing in another year. Those who are found to be
actively involved with an MFI over a longer period, are identified as ‘regular participants’.

2 The WWB seminar bulletin (WWB, 2002) suggests that a “national average of 15% of all
microborrowers are borrowing from more than one microfinance institution. In some rural areas, the
overlap is much higher, ranging from 25% to 40%.” (WWB, 2002)



members simultaneously borrowing from MFIs (Table 2). At the same time, there are
individuals who may be affiliated with three MFIs at the same time.”'

Table 1

Estimates on Overlapping/Multiple-Participation

Nature of Household Participation % of participant households
Single member in a single MFI 77.9

Single member in multiple MFIs 10.3

Multiple members in single MFI 5.6

Multiple members in multiple MFIs 6.1

Source: From Table 3.5 in Zohir et al (2001).

Table 2
Extent of Involvement with Multiple MFIs
(Percentage of participating households)

Number of MFIs/household 1997-98 1998-99 1999-2000
1 88.49 85.20 87.12
2 10.15 12.04 10.87
3 1.24 2.37 1.64
4 0 0.19 0.22
5 0.12 0.19 0.07
6 0 0 0.07

Source: Zohir et al (2001), Table 3.6 in p. 25.

It is important to recognize that the extent of overlapping is not static. There are
two elements defining the observed level of overlapping at any point in time: year-to-year
temporary overlapping and relatively stable ‘medium-term’ overlapping. In the former
case, clients’ attempts to smooth the cash flows across loans may lead to variation in the
levels of overlapping in two periods. Income losses of temporary nature may also cause
such temporary variation in observed overlapping. In the more permanent case, it is the
trend value in the extent of overlapping. This distinction is not discussed in the literature,
but needs to be recognized while interpreting any observed number at an empirical level.
The focus on overlapping in this paper is confined to the trend dimension only. There are
two sets of questions to be addressed to summarize the empirical findings on overlapping.
First, what has been the trend path of overlapping in Bangladesh? Second, what are the
probable factors, which explain the trend in overlapping? These are discussed below.

The development of the microfinance industry in Bangladesh may be divided into
three distinct stages. The first stage, spanning over the 1980’s, had experienced gradual
acceptance of the credit programs by already established NGOs. Growths in the number
of MFIs as well as in total membership were more visible during the second half of the

2! During the last year of the BIDS survey (Zohir, 2001), there were 188 persons reporting involvement in
two or more MFIs. Of them, 15 were involved in three MFIs, and none in more than three. A recent report
by Stuart Rutherford mentions of one household whose members participate in 8 MFIs.




1980’s. The second period, between 1990 and 1997, had experienced an exponential
growth (see Figures 1 and 2 in the Statistical Anexure).

The period between 1990 and 1995 had relatively a stable growth in membership,
supported by significant increase in number of MFIs. It is only towards the end of this
sub-period one observes early instances of overlapping. The growth in MFI membership
further picked up during 1995-1997, and therefore, extent of overlapping persistently
increased over the period between 1993-94 and 1997-98. However, this may have been at
a tolerable range of around 7 percent of current members.”> During the subsequent two
years, the growth in new membership declined substantially, and along with it the extent
of overlapping, as percentage of current membership, reached two digit levels. The
growth in effective credit demand has been relatively sluggish during the recent past.
However, the MFIs have been more judicious in selection of clients. As a result, there
may have been net drop-outs from the system, and yet, the extent of overlapping may
have stagnated or declined. Moreover, the period since the 1998 flood has been one of
quiet competition among various actors, whose outcomes are not readily available. One
may however speculate on some of the trends, which are discussed in Section 4.

The extent of overlapping quoted above is a national average, and it varies widely
across regions. There are areas where overlapping is yet unheard of, while it may be as
high as 30 percent or more in some villages in Tangail district. A compilation of thana-
level statistics (Zohir and Matin, 2002) suggests that in almost 10 percent of the thanas,
there is more than one MFI member per household.*

Table 3: Thana-level statistics on Extent of Member-level Coverage

MFI Members per family % of thanas
0 1.1

0 to less than 0.25 11.1

0.25 to less than 0.50 28.2

0.50 to less than 0.75 34.1

0.75 to less than 1 15.9

1 or more 9.6

To summarize, competition among MFIs surfaced primarily in the 1990’s. This
led to some initial occurrences of overlapping during 1993-94, which gradually increased
during the period leading upto the 1998 flood. Up-scaling of activities during 1994-98
may have led to ‘over-expansion’, which suffered a set back during the post-flood period.
The contraction in demand during the following years may have led to a situation of
excess supply forcing MFIs to vie for the same clients in larger proportions. Increased

*2 The sample survey under the BIDS study found member-level overlapping to be as low as 6.11 percent
only during 1997-98, which increased to 10 to 12 percents in subsequent years.

3 The dataset compiles membership information from almost 250 MFIs around the country, including the
big four and the known medium-sized ones. Based on population figures and on the assumption of an
average family size of 5.5, the statistic on average MFI member per family is computed.



awareness among the MFIs about the risk involved in over-expansion had led many to be
cautious in selection of clients; and the extent of overlapping is believed to have
stagnated, if not declined, during the recent past.

Overview of the GOB Involvement in Microfinance

There have been a number of microfinance programs administered by government
agencies in Bangladesh. One of the largest and most successful of these is the RD-12
program of the Bangladesh Rural Development Board (BRDB), with some 328,000
borrowers as at December 1995 (McGuire et al, 1998). The project borrows heavily from
the experience of NGOs involved in microfinance, including the Grameen Bank and
Bangladesh Rural Advancement Committee (BRAC), with the lending methodology
based on the Grameen Bank model. Similar adaptation of the MF model is observed in
the banking sector, especially under the Bangladesh Krishi Bank (BKB), a specialized
bank for agriculture development. A list of microfinance programs undertaken by GOB
agencies is reported in Table A.1 in the statistical annexure, while Table A.2 provides a
list of programs on poverty alleviation and microcredit undertaken by the BKB. It is
worth noting that most of these programs are run with direct donor assistance.

Drawing upon information provided in Zohir (2001), one may assess the relative
importance of the GOB sector in the rural MF market. It is estimated that the NGO sector
had disbursed around Tk. 23111.8 million during 1998, and the Grameen Bank had
disbursed another Tk. 19886 million during the fiscal year 1997-98.%* The total amount
thus disbursed amounted to Tk. 42998.4 million, which far surpassed the microcredit
disbursement of Tk. 1458.8 million through various government agencies25 .

Determinants of Overlapping

To the author’s knowledge, there has been no systematic study done on the
determinants of overlapping. The historical perspective provides some insights into the
causes of overlapping. The industry-level growth coincides with the PKSF lending to
MFTIs, the rebirth of ASA with its simplified accounting practices, strong presence of the
NGOs at the national level ensuring relative freedom, widening of commercial
engagements by the big NGO-MFIs, and relative stagnation in the traditional agriculture-
based rural economic activities, including crop production.

The incidence of multiple members in a single MFI is observed in areas where
there is absence of competition and a single MFI dominates. The strategy to enroll
multiple members from the same household may be viewed as an instrument by the first-
comer to deter entry into the local market. Findings from the BIDS study generally

** The estimate is based on CDF data on end of the year cumulative disbursement of 17 important NGOs,
and the conservative assumption that they accounted for 85 percent of total NGO-sector disbursement.

% Total disbursement of public sector agricultural credit amounted to Tk. 16428.4 million during FY 1998.
Thus, of the total credit disbursed in rural areas, about 70 percent was by the MFIs (NGOs and the
Grameen Bank).



indicate presence of such behavior.”® Small size of loans is another factor, from the
borrowers’ perspective (Uddin, 2003).”

Overlapping, by definition, arises in areas where there are two or more MFIs
operating among the same set of clients. Some of the factors for which the lenders are
responsible have already been mentioned in the previous section. Two others are included
here. First, the managements’ practice of setting targets for field staff forces
indiscriminate enrollment and lending (Zohir, 2001b). Thus, an MFI staff often enlists a
person even after knowing that the latter is an active borrower of another MFI. Second,
lack of adequate monitoring has very often led to poor recovery, which subsequently led
to stoppage of loan disbursement and group members enlisting themselves in other MFIs
for new loans. Often wrong choice of members and groups may also trigger the process
of increasing overlapping.

The most frequently cited reasons for embracing overlapping by borrowers
include the small size of loans and better cash-flow management. Given that the average
loan size barely meets the average size of working capital in non-farm activities an
average borrower engages in (see Zohir et al, 2001), the MFI loans, which ought to be
repaid in full by the end of one year, cannot meet the demand for cash. One may
therefore find no misconduct in one’s practice of borrowing from multiple sources. In the
latter example, the size of loan is secondary; the relevant aspect is provisioning of loan
that may be retained by a borrower over a longer period.”®

It is often alleged that presence of inappropriate loan instruments (or, absence of
appropriate ones) force individuals and households to borrow from multiple sources. This
is another case where difficulties in market segmentation hinder designing of appropriate
product design or vice-versa. To give an example, discussion with MFI field staffs at the
char area of Dewanganj revealed that a large segment of the clients demanded seasonal
loans. More importantly, weekly payments were being re-negotiated to enable borrowers
to adjust payments in line with seasonal variation in their earnings. In spite of
recognizing these realities, the management was reluctant to offer a seasonal loan or a
loan with fewer repayments of large size. They explained that it would not be possible to
refuse ‘non-deserving’ borrowers from availing such loans, and they would have
difficulty in repaying in large amounts.

Likelihood of engaging in overlapping activities varies across household groups.
Preliminary analysis in Zohir et al (2001), based on cluster analysis of participant

%% More than one-fifth of the participant households in the survey area of Satkhira (in the south-west) had
multiple members enrolled with NGSS, a small local MFI, yet undisturbed by the national large MFIs.

*7 One may argue that a monopoly MFI would gain by increasing the loan size and thereby dealing with
fewer members, yet retaining the same amount of loan to an average household. The contrary observation
may suggest that this would attract borrowers who are not eligible to receive large loans and the MFT is not
able to segment the market to sell two different products to two groups of clients even though the groups
may be identified. This is a common problem, which is discussed later at a general level.

2% One may posit the role of traditional moneylenders, who are alleged to have wanted the interest payment
and not the principal, as a positive one. It is viewed negatively since the practice tended to tie the borrower
perpetually to the lender. Striking a right balance is the challenge!



households suggests that the extent of multiple participation does not vary much between
the poor and the rich households. However, individual members of poor households are
more likely to participate in multiple MFIs (overlapping), while the likelihood of multiple
members participating in a single household is high among rich households (Table 4).

Table 4

Difference in Participation: results from cluster analysis

Average statistics (mean) on Group 1/Rich Group 2/ Poor
Arable land owned (decimal) 765 46
Age of household head (years) 50 41
Child/female ratio 0.31 0.52
Education of household head Class V-X Not literate
Number of females, 15-54 years 2 1
Homestead land (decimal) 29 8
Length of membership (years) 4.29 4.31
Perceived poverty status of the household Surplus Deficit/break even
Percentages of households in different participation groups
Single member in single MFI 76.80 77.50
Single member in multiple MFIs 2.20 10.80
Multiple members in single MFI 15.70 5.60
Multiple members in multiple MFIs 540 6.10

Source: Table 3.10 in Zohir et al (2001).

Finally, field observations suggest of strong presence of strategic behavior on the
part of the clients. It is often alleged that the clients have more information and often use
the competing MFIs to their own advantage. Such practices were reported to be prevalent
in Tangail villages. Discussion with local MFI leaders and staffs also revealed the
following. Very often, MFIs have to depend on local social activists/organizers in
forming groups and in disbursing and recovering loans. The practice may be called for to
reduce the cost of running a program. Such practices promote a new group of local
organizers (mostly, females), giving rise to another tier in the financial transactions.
These individuals often have close cooperation amongst them and may enlist same group
with more than one MFI.

Section 4
MFI Competition and Its Effects: summary of empirical observations

Nature of MFI Competition and Other Findings

Till now, competition has only been defined in terms of processes in which MFIs
compete for the same set of clients. While this has been the dominant trend in
Bangladesh, there are instances of asymmetric information to the advantages of clients.
Thus, the latter have often been successful in deceiving the MFI staffs and access more
than one sources of credit. This is however a transient phenomenon; since information
percolates fast in rural society. Nature of competition encompasses both these elements.
Several aspects of MFI competition in Bangladesh are highlighted below.



The BIDS study (Zohir et al, 2001) suggests that no unique pattern can
characterize the MFI competition in Bangladesh: large MFIs may have invaded into the
territory of the small ones; locally initiated small ones may have driven out the large ones
in particular areas; and there may be instances of cooperation among the large, medium
and the small ones.

A firm competes with another through certain actions. In case of the MFIs, such
actions may include one or several of the followings: requirements on group formations,
meetings and group savings; loan size; repayment period; interest rates; flexibility with
regards to withdrawal of savings; flexibility with regards to use of loan money; providing
other financial and non-financial services; etc. Drawing upon focused group discussion
with MFI leaders and staffs at district levels, several observations on some of these
aspects are provided below.

The smaller MFIs, normally confined to a thana, with spillover activities in other
thanas in the same district, require their first-time borrowers to accumulate higher
percentages of savings with the respective MFI, compared to an MFI which is larger in
size. Some of the national level MFIs require as little as 1 percent of the loan size; the
medium ones require 8 to 10 percents, while the small ones operate in the range of 10 to
33 percent of the amount of first loan. Within the latter group, more commonly observed
percentages are 15 and 25. This response pattern is also reflected in the reported
minimum weeks of membership required for one to be eligible to receive loan — only 4
weeks for the national MFI; 8.5 weeks for the medium ones; and 11 to 12 weeks for a
local/small one. The findings generally indicate of differential financial strength of the
three groups of MFIs. They also suggest that the small ones can survive against the big
ones only if they have competitive edges in other dimensions.

Interestingly, differences in perceptions on what may be termed as overlapping
(something that concerns the MFIs) also vary across the three groups of MFIs noted
above. For the very large ones (national level), members borrowing from the same family
(about which they are not aware of) is identified as the central element of overlapping
(which is multiple-membership by our definition). They are generally less sensitive to the
problem of overlapping. The medium ones are concerned about both types of overlapping
— single member borrowing from 2 or more MFIs and 2 or more members from the same
family borrowing from the same or more MFIs. Majority of the small MFIs are
concerned only with one case — single member borrowing from two or more MFIs. These
responses, often surfacing at national forum, clearly indicate the current state of
competition between three groups of MFIs. It however needs mentioning that vertical
linkages across the three groups are often observed, which recently got reflected in the
mobilizations around ADAB issue.

Various Spaces of Competition

One textbook version of a commodity market implies competition to take place in
the space of prices — with the potential consequence of disequilibrium! That is, competing



firms use the price instrument (either by lowering or increasing) to respond to others’
actions. Fortunately, limited monopoly power, associated with product differentiation and
enjoyed by individual firms, enable equilibrium solutions under monopolistic
competition. The MF industry in Bangladesh provides interesting background to extend
the conceptual analyses in this area. Interestingly, significant product differentiation has
not been observed in the rural market, and the general loan remains the dominant
instrument for most MFIs. There are however several other dimensions where one may
offer marginally differentiated products. Some of these are discussed below.

The closest counterpart to price is the interest rate charged on lending. In
Bangladesh, MFIs generally have much more freedom to charge market interest rates at a
level sufficient to cover their costs.” In the context of MFI competition, two alternative
questions may be posed: (i) do the MFIs use interest rate as an instrument for
competition?; and (i1) does competition lead to general decline in interest rate in the rural
financial market? The interest rates charged by individual MFIs are found to have largely
remained unchanged, implying that it was not used as an instrument to compete with
others. One reason for the inflexibility is due to the enormous costs involved in moving
from one interest regime to another, which has bearings on book-keeping, manuals,
training of staffs, perception of members, etc. More importantly, price is not the only
element of cost to the borrowers. There are other aspects in MF transactions, such as,
loan size, repayment period, frequency of repayment, flexibility in savings instruments,
etc., all of which are important to borrowers. Thus, the borrowers may respond to
variations in these variables even when interest rate remains unchanged; and competing
firms may offer different incentives in these dimensions without changing the interest
rates.

In the above context, competition among MFIs will lead to reduced (total
imputed) cost to borrowers, without necessarily affecting the financial cost. However,
competition is likely to widen the financial market.’® The latter, in turn, is expected to
reduce the scope of interest-free informal financial transactions, increasing the (weighted)
average interest rates in the informal sector. The BIDS study (Zohir et al 2001) found
interest rates in the informal sector to have risen in areas with more intensive MFI
activities®'.

As noted above, size of loans, length of membership and savings in order to be
eligible for receiving loans, compulsory weekly savings and its size, flexibility in
repayments, etc. are some of the other dimensions of competition amongst MFIs.
Significant use of loan size and liberal criteria for loan eligibility has already been
mentioned. This is further corroborated in Matin’s observations on ASA (Matin, 2002)*:

¥ Recently, the NGO Affairs Bureau has held informal discussions with some of the larger MFIs about the
possibility of an overall interest rate ceiling to apply to all MFTs, but no decision has been taken.

%% Unlike Rutherford (2003), we consider the market-based transactions only.

3! There are reasons to believe that ‘social capital” depletes, at least initially, with the advent of
microfinance. For example, traditional lenders of interest-free loans would be less willing to do so if there
are ample opportunities for potential borrowers to access MFI credit.

32 While Matin mentions these aspects as results of competition, one may suggest them to be instruments of
to compete with others.



“Due to increased competition, .. the traditional mechanism of locking in savings
and controlling access is increasingly under pressure leading many MFIs to lose some of
their best, long-term clients. This is forcing many MFIs to change the ways paying in and
paying out from such savings accounts is managed in order to strike a better balance
between the needs of the clients and the institution.”

Effects of MFI Competition

The BIDS survey revealed that increase in overlapping did not necessarily lead to
reduction in the number of MFIs in the market. The severity of competition however gets
reflected in the high incidence of entry and exits. Over a three-years period between 1997
and 2000, there had been a net increase in the number of MFIs operating in the survey
area. The findings generally suggested that small MFTIs, led by local youth, were making
entry into the market at regular intervals. Some of these were purely initiated with own
capital like any other business venture, while there are also instances of social activism
with philanthropic motive.

Field enquiries during the more recent past however reveal a more discerning
trend in the MF market. The perception survey of local MFI leaders/staffs in Tangail
villages show that the medium MFIs had reduced the required number of weeks for loan
eligibility as a result of increased competition; while the small ones had reported of either
maintaining status quo or increasing the minimum number of weeks for new members.
When asked if the required minimum savings had remained unchanged, reduced or
increased over the recent years as a result of increased competition — the study found the
national level MFI to have reduced the minimum savings requirement, the medium ones
are half and half into increase and decrease; while all the small ones had either remained
unchanged or had to increase this requirement. These are indicative of the smaller ones
losing ground to the big MFIs. The large MFIs generally have the institutional capacity to
introduce changes at policy and product levels, while resource limitations obstruct the
small ones to have such flexibility. Matin’s description of ASA’s adaptation of voluntary
withdrawal of savings, increasing savings amount through discussion with clients, etc. is
worth mentioning here.

MFTI competition is generally alleged to have led to increased overlapping, and
significant changes in the MFI portfolio. Absence of secondary studies, and
inaccessibility to appropriate data did not permit any proper assessment of the effects on
portfolio. Limited information obtained on 12 MFI programs from PKSF source suggests
of wide variation in performances. Some of the statistics are summarized in Table 5. The
average overdue is around 5 percent of outstanding loan, while the portfolio at risk is
more than 8 percent. Note that all these figures are compatible with the reported recovery
rate of 99 percent!



Table 5

Summary Statistics on Portfolio of 12 Partner Organizations of PKSF

Description Average |Minimum |Maximum
Overdue as percentage of outstanding 4.82 0.66 17.60
Percentage of total overdue, which is

Current overdue 25.75 1.22 72.74
Overdue for > 1 year and < 2 years 33.51 9.14 74.91
Overdue for >= 2 years 40.75 5.22 85.34
Recovery rate (percentage) 99.15 95.68 99.91
Portfolio at risk (percentage)’ 8.25 0.76 31.32
Percentage of members who borrow 74.48 60.20 83.21
Outstanding loan as % of savings 152.63  25.60 232.41
Outstanding of overdue of borrowers as % of their

savings 33.65 5.48 53.54
Coefficient of Variation in % Overdue 0.08 0.03 0.16
Coefficient of Variation in % Risky Portfolio 0.18 0.05 0.38

Note: ' “Portfolio at risk’ is the outstanding loan of overdue loanees, expressed as percentage of total

outstanding loan amount.
Source: MIS, PKSF.

Increase in overdue loan implies increase in portfolio at risk. Since overlapping is
alleged to increase overdue loans, it generally suggests that portfolio at risk will also
increase due to overlapping. Another aspect in the portfolio, which is expected to have
undergone changes, is the contribution of member savings in the total loan revolving
fund. Given less strict enforcement of compulsory savings and/or flexibility in its
withdrawal, contribution of savings is likely to have declined.

The recent data from PKSF provide only a static picture on loan portfolio. Most
recent information on trend is available only from the BIDS survey, which ended in 2000.
The findings in that study showed that the MFIs had faced net drop-outs during 1998-99
and 1999-2000 and the secondary data showed that the percentage of overdue loans had
increased to as high as 19 percent for some of the major MFIs. Zohir et al (2001)
however shows that much of this is current overdue, which does not get translated into
long-term overdue. As noted, some such current overdues reflect adjustment to clients’
needs for flexible products. At the industry level, there appears to be a convergence

towards increased stability in repayment behavior.

Finally, few observations on other effects of competition and overlapping are
made in this paragraph. First, increased competition in the financial space has
undermined the social mobilization on which the success of MF was initially perceived.
There are allegations of group activities being confined to meeting for financial transfers




only. Lack of monitoring has also led to use of loan money for purposes other than they
were initially requested for. Percentage of borrowed money, not used for immediate
income generation is around 50, which may lead to a state where there will be net transfer
of resources out of the rural society through MF activities. There is also increasing
reports on leakages from the system, reflected in increasing incidence of forward-lending.

Section 5
Projection into the Future and the Scope of Policy

Possible Trends in the MF Industry

The most pertinent question with regards to defining donor policies to assist the
MF industry in Bangladesh, in the context of the subject under scrutiny in this paper, is
whether the current competition among MFIs will lead to socially desirable outcomes, or,
will it lead to deviations calling for fine-tuning. Such concerns with market failures,
resulting in sub-optimal outcomes, underlie economic policy designs. Thus, the following
questions may be posed to address the broad problem:
1. Will we see an increase in competition leading to an increase in overlapping, which
subsequently jeopardizes the financial viability of the industry?
2. Will we see an increase in competition leading to fewer MFIs, who are not necessarily
‘efficient’? Or, will it lead to an optimal mix of actors, providing the services in the
market in cost-effective and sustained ways?
There are value judgments involved in addressing the above questions; and it is important
to acknowledge the potential conflicts in the two broad goals — poverty alleviation and
market-based efficiency — that many would like to set for the MFIs. For the purpose of
choosing actions, one may need to prioritize the goals when conflicts arise.

It is unlikely that the answers to the aforementioned two sets of questions will be
simultaneously affirmative. If competition persists, and is exclusively driven by market
forces, overlapping will be a transitory phenomenon, because sooner or later, someone is
going to get burnt. This does not rule out the possibility that there will always be some
degree of overlapping, either due to movements from one into another, or, as a result of
ceilings on loan size force some households to borrow from more than one source. Such a
scenario is reported in Zohir et a/ (2001). The BIDS study had found the rate of exit of
MFIs in the study area (of 91 villages) to be 31% over a period of three years, which was
however surpassed by entry of new MFIs at 44% (Zohir, 2000).” It is gathered that some
poor-performing POs are regularly dropped from the list of PKSF, which also suggests of
possible exits of MFIs from the market. This has not however led to major industry-level
concern.

There may however be a scenario where the extent of overlapping reaches a
phenomenal level before the poor-performing MFIs may exit, causing an industry-level
collapse. Such concerns were voiced during 1998 when recovery rates were on decline
and wide apprehensions prevailed on the damage the 1998 flood would do to the MF

33 The respondent households reported of participating in 68 MFIs during 1997-98, 21 of which were not
recorded during 1999-2000 survey. The latter found 30 new MFIs to be operating in the study area.



industry. The 1998 flood however turned out to be a blessing in disguise. Moreover, the
MFIs were quick to learn and bring greater disciplines by trimming down their
(membership) sizes. Given all the changes during the post-1998 flood years, the ‘disaster’
scenario may be ruled out in the foreseeable future.

Current concerns are largely with the ways the competition is being played out
and with the possible future outcomes in terms of the mix of actors who will prevail.**
There are several possibilities on the ways competition may be played out.

(1) As often preached by the large MFIs, unhindered operation of the
market forces will force the “non-performing” MFIs to quit and the
“performing” ones to survive. Presently, the big ones have the
resources to sustain shocks. They also have wider coverage to diversify
risk across portfolios as well as across territorial space, and have the
ability to derive positive externality through engaging in non-credit
activities. In contrast, small MFIs are resource-constrained, have
limited ability to engage in R&D, and are more vulnerable to external
and internal shocks. Thus, competition akin to the “law of the jungle” is
likely to lead to a state where, only the large MFIs, including some of
the fast-expanding medium ones, will survive and widen their network
to all areas in the country.

(i1) It is quite possible that activities in the MF industry increasingly get
heterogeneous calling for more specialized involvements. For example,
providing training to the staff may have economies of scale and better
managed by large MFIs. It is also quite possible that an additional
intermediary role emerges for the large MFIs as provider of fund to
small MFIs. In such events, new forms of cooperation will be
established between MFIs, and the industry is likely get increasingly
vertically integrated. The anticipated integration would cut across the
large, medium and the small MFTIs, resulting in oligopolistic
competition at the market level between few such (vertically integrated)
groups.”

(i11) In the second case noted above, it is assumed that the large MFIs are
quick to recognize the changing structure and voluntarily negotiate with
the chosen segment of the medium and small MFIs to build the
coalitions. An alternative perspective may involve sustenance of the
small MFIs, either by dint of their own ability in creating a niche in the
market, or due to external assistance extended to them. In such a
setting, different types of MFIs may redefine their spaces and enjoy
limited degree of monopoly in that space, with voluntary (market-
driven) cooperation between the heterogeneous groups, but competition
within the homogeneous group. This would be a case of differentiated
product across tiers as well as within tiers. At least two different
scenarios may be perceived. When products are differentiated in terms

3 It is important to recognize that there is no unique kind of competition.
% It is quite possible that some of the recently observed divisions within ADAB reflect the type of vertical
integration mentioned in the text.



of the client group, it is quite possible that a large MFI deals with a
particular segment of the market in a locality, while the small MFIs
settle with another segment in the same locality. A second possibility is
the voluntary replication of the case of vertical integration mentioned in
the last paragraph. Here, the large MFIs may increasingly move away
from traditional lending activities involving small-size general loans
making room for the smaller ones. The sub-contracting of activities (in
training, lending for micro-enterprise development to the graduated
ones, etc.), which would vertically tie the two groups of MFIs, may
then be negotiated through the market. In such a scenario, competition
prevails horizontally — amongst the large ones and amongst the small
ones.

The future holds all kinds of possibilities that are difficult to be predicted with
certainty. Some of the possibilities at the retail level have been identified. One may also
conjecture on the possible scenarios at the wholesale level — PKSF remaining the single
actor; or, increased competition at the wholesale level either from new organization or
due to enhanced role of commercial banks in the filed. Given all these possibilities, the
concluding part discusses the scope of influencing the natural course and desirability of
such actions.

Identifying Possible Areas of Future Assistance

It is generally recognized that actions are called for when markets fail to generate
the socially optimal outcomes. Given the current resource-base of the different groups of
actors, any of the first two outcomes (discussed above) is a strong possibility — realizing
the second would however need substantive awareness building among the larger MFIs.
There are reasons to believe that the small, locally rooted credit-only MFIs are better able
to reach the poor and are more cost-effective. Many of these MFIs, which had surfaced
under “natural” leadership from the bottom, may never be replicated once lost. Moreover,
it is desirable to have an MF industry, which has the potential to innovate and be resilient
to shocks that a country like Bangladesh faces quite often. In spite of some risk of
instability, the third scenario (noted earlier) potentially fulfills these criteria, and
therefore, deserves to be promoted.

At a general level, the long-term objective of all policies may aim at promoting
the environment to realize the third alternative. However, there are intermediate regimes
that the economy and the MF market are likely to pass through; and actions may also be
identified with medium-term perspective. Some of these include the followings.

1. Assist in the effort to identify ways to segment the market and design products so that
(voluntary) self-selection process lead to the desired segmentation. This had been the
essence in the design of microcredit in Bangladesh, which could target the poor and the
marginal rural people. This is where the major future challenge also lies to break away
from current situation. In facilitating the availability of the choices of instruments, the
MFIs may find it easy to find the appropriate niche where each fits in well.



2. Assist in creating an information base, ensuring adoption of standard accounting
practices, and making the performances of individual MFIs transparent to the
policymakers, donors and civil groups aspiring to protect the interests of the clients.

3. Assist in fostering collaboration among competing MFIs to share information and
develop local-level credit bureau in a participatory approach. It is important that these be
initiated and owned by the MFIs with independent moderator.

4. Undertake a review to study the need for encouraging competition at the wholesale
level. This study has not dealt with the issue at length, and therefore, specific
recommendations are avoided. Prior to arriving at any conclusion on the subject, one
needs to assess the social gains under a single player, likelithood of inefficiency creeping
into operations of the single actor and its cost, and the availability of instruments to
induce competition at the wholesale level and their costs.

5. Finally, with a view to foster fruitful discourses on future alternatives, it is important to
undertake works on valuation exercises comparing returns to the society from alternative
outcomes. This will help building consensus among the practitioners and willing
promoters on the desired route for the MF industry in Bangladesh.



Acronyms

ADAB
ADB
ASA
BARD
BKB
BRAC
BRDB
BSBL
BSCIC
DFID
DAES
DANIDA
DOWA
DSS

EU
GOB
IFAD
ILO
LGED
MES
MFI
MOF
MOFL
MOWCA
MOYS
NGO
NGSS
NORAD
PKSF
RD&C
RDRS
RKUB
SIDA
SSS
TMSS
UNICEF
USAID
VDP
WB
WEFP

Association of Development Agencies in Bangladesh
Asian Development Bank

Association for Social Advancement

Bangladesh Academy for Rural Development
Bangladesh Krishi Bank

Bangladesh Rural Advancement Commttee
Bangladesh Rural Development Board

Bangladesh Samabay Bank Limited

Bangladesh Small & Cottage Industries Corporation
Department for International Development
Department of Agriculture Extension Services
Danish International Development Agency
Department of Women Affairs

Department of Social Services

European Union

Government of Bangladesh

International Fund for Agriculture Development
International Labor Organization

Local Government and Engineering Department
Monitoring & Evaluation System

Microfinance Institution

Ministry of Finance

Ministry of Fishery and Livestock

Ministry of Women and Children Affairs

Ministry of Youth and Sports

Non-Government Organization

Noabeki Ganomukhi Samabay Samity

Norwagian Agency for Development

Palli Karma Shahayak Foundation

Rural Development and Cooperative
Rangpur-Dinajpur Rural Services

Rajshahi Krishi Unnayan Bank

Swedish International Development Agency
Society for Social Services

Thengamara Mohila (Women) Samabay (Cooperative) Samity
United Nations Children Fund

United States Agency for International Development
Village Defense Party

World Bank

World Food Programme



Statistical Annexure

Figure 1.1

Growth in Microfinance Institutions
S00 ~
700 & *

600 4

400 4

Curmulatiee number

. ¥
] - i A+i‘.'-"

1970 1875 1880 1985 1590 1995 2000 2005

Year

Source: Zohir et al (2001).

Figure 1.2
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Source: Zohir (2001).



Table A.1

Share of Microcredit distributed by Various Non-Banking Government Agencies
(percentages of column total)

Ministry _|Institution Sources of fund FY96 FY97 FY98
MOF Finance division  |[IFAD, NORAD, Agrani Bank 1.64 2.30 1.19
wD%C  |BRDB gi%’?\%\gﬁ’ SIDA, 6078 | 6159 | 6682
BARD GOB, BKB, JB 3.16 2.29 1.73
Mowca Mowcapowa [wi oo PO ] sss s 6.34
JMS GOB 0.59 0.44 0.28
MOSW |DSS GOB 2.47 2.00 2.24
MOLE BOMET SB, AB 0.27 1.31 0.90
Cab div IFAD 0.08 0.06 0.13
MOFL  [DOF [FAD, EU, GOB, DFID 0.13 0.65 0.91
DOLS GOB, JB, BKB 1.09 0.63 1.30
MOI BSCIC USAID, GOB, Netherlands 4.59 4.26 3.97
MOA Cotton Own 0.10 0.09 0.09
DAES GOB, IFAD, AB 6.91 0.35 0.70
MOL GOB 1.12 0.34 0.00
LGD LGED UNICEF, ADB 0.37 0.05 0.34
MOYS DOYD GOB, ADB 11.15 18.54 13.05
Total (in million Taka) 2936.279 | 3757.446 | 4396.502

Note: See the list of abbreviations at the beginning of this report.
Source: Table 2.2 in Zohir (2001).




Table A.2: A List of BKB Programs on Rural Poverty Alleviation and Microcredit

No

01

02

03

04

05

06

07

08

09

10

11

12

13

Name of the
Program/Project

Rural Women
Employment Creation
Project: ADB-1067

Women
Entrepreneurship
Development Program
(WEDP)

United Nations Capital
Development Fund
(UNCDF)

Swanirvar Credit
Program

Small Farmers and
Landless Labourers
Development Program

Landless and Marginal
Farmers Credit Program.

Beef Fattening Credit
Program.

South Asia Poverty
Alleviation Program

BKB-NGO Micro Credit
Program.

Ghare Phera.

Goat Rearing Program

Nursery Loan Program

Loan Program for
handicapped

Target Group

Women having daily income less
than Tk.20 or land holding less
than 0.50 acres.

Women selected by BSCIC for
skill development in small cottage
industry

Rural landless, small income
earner interested to develop
cottage industry

Have homestead and annual
income <= Tk. 20,000

Farmers with no cultivable land,
and farmers owning 1.50 acres or
less

landless and marginal farmer with
homestead and owning 1.50 acres
or less land

Program for unemployed poor
and labourers.

landless and marginal farmer with
homestead and owning 1.50 acres
or less land

Daily income of upto Tk 50/- and
assets worth 0.50 acre of land or
less

Urban slum dwellers willing to
return to village home and have
own homestead.

Persons experienced and trained
in goat rearing.

Experienced/trained nursery
grower

Disabled Physically by birth or by
any accident or by wrong
treatment or other handicapped.

Source: http://www.bkb-bd.org, website of the BKB.

Interest
rate

10

10 -
capital,
14 -
working
capital

11

16

12.5

10

12.5

12.5

10

10

12

10

Sponsors
Agencies
involved

Directorate of
Women Affairs,
NGO’s and BKB.

USAID, BSCIC and
BKB

UNDP, BSCIC and
BKB.

Swanirvar
Bangladesh and
BKB

BARD & BKB

BKB’s own
program

BKB’s own
program

UNDP-BKB

BKB financed
program
implemented
through NGO’s

BKB’s own
program

BKB financed

National program

BKB’s own
program

BKB financed
National program

Loan
ceiling

Maximum
Tk 15,000

Maximum
Tk 50,000

Maximum
Tk 20,000

Maximum
Tk 20,000

Maximum
Tk 10,000

Maximum
Tk 25,000

Maximum
Tk 25,000

Maximum
Tk 15,000

Maximum
Tk 15,000

Maximum
Tk 40,000

Maximum
Tk 50,000

No limit

Maximum
Tk 25,000
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