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FORWARDING 
 
INAFI Bangladesh Foundation is a national arm of the INAFI International Foundation and 
INAFI Asia network – an organization committed to ensuring that micro-finance products and 
services offered to clients respond to their varying and most exigent needs. This compilation 
is a physical representation of the discussions and member case study presentations that 
took place at INAFI’s  “National Workshop on Innovating Demand Driven Products and 
Delivery Mechanisms.” Each participating organization shared their personal successes and 
failures in experimenting with demand-driven micro-finance products, and through this 
publication, INAFI hopes to enhance the knowledge hub and the exchange of ideas among 
micro-finance practitioners.   
 
This work is a celebration of the successes attained thus far in reaching marginalized groups 
with micro-finance, particularly the hard-core poor. Practitioners have done a phenomenal 
job in ‘thinking outside the box’ and tailoring financial as well as non-financial services to 
meet the needs of each individual client.  Through ongoing research and further discussion, 
INAFI hopes that the innovativeness of practitioners continues to flourish and advance. 
 
I would like to take this opportunity to thank all of those who contributed in making this 
workshop a success, whether it is through their participation or organizational assistance. 
First and foremost, I would like to thank the member organizations, panelists and chairs, 
whose tremendous insights and rich experiences are a direct byproduct of the years they 
have dedicated to the micro-finance sector. Without their candidness and willingness to 
share, this conference and this compilation would not be possible. I would also like to thank 
the INAFI Programme Officers, Ms. Muhbuba Haque and Mr. Md. Rashed Al Hasan, for their 
tireless efforts in making certain that the event was a success. Lastly, I would like to thank 
Ms. Karishma Huda, INAFI Consultant, for assisting me with the co-authoring and 
compilation of this report. 
 
Best Regards, 
 
 
Atiqun Nabi 
Executive Director  
INAFI Asia 
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INAFI Bangladesh Foundation 
National Workshop on 

“Innovating Demand Driven Products and Delivery Mechanisms” 
Executive Summary 

 

January 17, 2005 
 

On January 17, 2005 International Network of Alternative Financial Institutions 
(INAFI) Bangladesh Foundation held a full-day National Workshop called “Innovating 
Demand Driven Products and Delivery Mechanisms,” in Dhaka’s Hotel Rosewood. 
The workshop’s explicit objective was for INAFI’s partner micro-finance organizations 
to relay the successes and challenges of their experiments with demand-driven 
micro-finance products. While six MFIs presented, panelists, chairs, and participant 
organizations enriched the discussion by interjecting their concerns, questions, and 
personal experiences with demand-driven micro-finance. Yet its overarching, implicit 
objective is to narrow the knowledge gap that exists between micro-finance 
organizations, nationally and globally. Through this workshop, INAFI intends to not 
only enable partner organizations to learn from each others’ mistakes and 
accomplishments, but also to contribute to the global micro-finance knowledge hub 
by allowing outside countries to learn from Bangladesh’s experiences.  
 
As INAFI’s Executive Director, Mr. Atiqun Nabi, explained, demand-driven products 
respond to the fact that the poor are no longer considered a homogenous group. It 
became understood that the poor have varying needs depending on their income 
levels, geographic location, skills, and the cultural norms that they follow. Certain 
client groups have easier access to health care and educational services than 
others.  The poor face different vulnerabilities and utilise varying coping strategies in 
the face of adversity.  For these reasons supplying them with a set standard of 
products no longer made sense – micro-finance organizations began to see the 
relevance in introducing products geared toward more than just income-generation, 
and the impact of tailoring these products to each clients individual demands. He 
mentioned the importance of conducting ongoing participatory market research to 
ensure that the products designed and introduced fall in line with clients’ 
continuously changing needs, and conducting proper impact assessments to identify 
and ameliorate the weaknesses in current product offerings. “Choice is a human 
right,” Mr. Nabi emphatically stated, “and we must ensure this right as micro-finance 
institutions.”  
 
The six organizations which presented are as follows: Buro Tangail (BT), Pally 
Bikash Kendra (PBK), Centre for Action Research – Barind (CARB), ASHRAI, 
Padakhep Manabik Unnayan Kendra, and People’s Oriented Program 
Implementation (POPI). The majority of these organizations are implementing 
flexible credit and savings schemes, extending their services to the hard-core poor 
who are traditionally left out of mainstream micro-finance activities, and to micro-
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entrepreneurs who have graduated from general micro-finance loans and now have 
more substantial needs. Other innovations include Household Consumption Credit, 
where loans are given for household items such as mosquito nets, mattresses, etc., 
and the Crop Credit Programme, where all the inputs to crop cultivation are provided 
in kind at the time of need, and the repayments collected only after the crop harvest 
period. Another organization targets solely ethno-linguistic minorities through savings 
mobilization and the issuing of loans against this accumulated savings pool.  Most 
organizations also agreed that there is a fine balance between behaving as a 
professional banking institution and as a humanistic, pro-poor initiative. As one 
organization argued, need-based non-financial services will often help the borrower 
maximize their income generation. For this reason, several have married their micro-
finance services with social programmes such as arsenic mitigation, education and 
health initiatives, water and sanitation, etc.  
 
This is not to say that MFIs have not faced their challenges in attempting to be 
demand-driven. While the obstacles facing each organization are unique, two major 
challenges the majority had in common were scaling up their innovative products 
and attaining financial sustainability. Panelists echoed these concerns among others, 
commenting that as micro-finance organizations scale up and diversify their 
products, they begin to resemble professional banks and catch the attention of 
policymakers. It is therefore imperative to work in conjunction with government 
bodies in order to jointly develop friendly policies and regulations. They also stressed 
the importance of financial viability, stating that while it is important to keep up with 
clients’ demands, products that are not financially sustainable will be difficult to 
endure. It is imperative to not lose the ability to manage, as many NGOs have done, 
for if MFIs resist taking control for the fear of intervening excessively, financial 
viability will never be accomplished. Other panellists pointed out the necessity of 
standardizing micro-finance terms such as savings, demand-driven, non-financial 
services, and this is attributed to the fact that a centralized knowledge hub among 
the micro-finance industry in Bangladesh is lacking. Bangladesh’s micro-finance 
industry is rich in experience, as exemplified by the case studies presented, but if 
these experiences are not properly documented and shared nationally as well as 
with global counterparts, it will be difficult for innovations and approaches to evolve 
as clients’ needs evolve. 
 
Moving forward, INAFI intends to advocate the promotion of more demand-driven 
products that will meet the needs of different client groups, particularly the hard-core 
poor. In order to accomplish this task, INAFI will design and implement a market 
survey for member organizations. The survey will capture the unmet demands of 
both micro-credit clients and non-clients, and will also attempt to uncover the 
reasons that many MFIs hesitate to launch into demand-driven product offerings. It is 
recognized that developing demand-driven products and policies is a challenge, as it 
forces MFIs to balance the trade-off between product flexibility and client 
satisfaction, while also considering the additional costs and risks that MFIs must 
endure. INAFI intends to assist their member organizations in tackling these 
challenges so Bangladesh can sustain its reputation as micro-finance leaders by 
successfully transitioning into innovative product offerings.  
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INAFI BANGLADESH FOUNDATION 
Workshop Report  

“Innovating Demand Driven Products and Delivery Mechanisms” 

Introduction 
 
The International Network of Alternative Financial Institutions (INAFI) Bangladesh 
Foundation’s National Workshop, “Innovating Demand Driven Products and Delivery 
Mechanisms,” took place on January 17, 2005 in Dhaka’s Hotel Rosewood. The event lasted 
from 9:30 am to 4:30 pm, and was divided into six information-packed sessions.  
 
Participants consisted of micro-finance practitioners from INAFI’s member organizations, 
and distinguished speakers as panelists, guest speakers and event chairs. INAFI Senior 
Programme Officer Mahbuba Haque and Chair Mr. Zakir Hossain kicked off the event. INAFI 
Executive Director Atiqun Nabi then launched into a background presentation regarding 
INAFI, followed by a few words from the event’s special guest, Rafiqul Islam. Six micro-
finance member organizations were selected to present case studies regarding the 
innovative products that they have implemented and how they have responded to clients’ 
most exigent needs. Panelists shared their own insights regarding the significance of 
ensuring that MFI products/services are responding to the diverse and growing demands of 
their clients. They also discussed the current challenges facing the micro-finance industry, 
such as the need to form a centralized knowledge hub where experiences are shared on a 
global level, and commented on the innovations presented in the case studies. Chairs 
mediated the discussions and presentations, and also contributed their own thoughts.  At the 
culmination of the case study presentations participants were given the opportunity to ask 
questions to the presenters and panelists. The last session of the workshop was allotted for 
participants to share their own experiments with innovative and demand-driven products, 
services, and delivery mechanisms. Finally, INAFI Programme Officer Md. Rashed Al Hasan 
concluded the event with some closing remarks. 
The organizations that presented case studies were as follows: 
BURO Tangail, Pally Bikash Kendra (PBK), Padakhep Manbik Unnayan Kendra, ASHRAI, 
Centre for Action Research Barind (CARB), and Peoples Oriented Program Implementation 
(POPI) 
Panelists included: 
Dr. Imran Matin, Director (Research), BRAC 
Dr. Hassan Zaman, Senior Economist, World Bank 
Dr. Sajjad Zohir, Senior Research Fellow, BIDS 
Mr. Dewan A.H. Alamgir, Managing Director, Enterprise Resource Limited 
 
Chairs included: 
Mr. Zakir Hossain, Chairman INAFI Bangladesh Foundation and Executive Director, BURO 
Tangail 
Dr. Atiur Rahman, Chairman, Unnayan Shmannay and CDG 
Mr. Mosharraf Hossain Khan, Deputy Managing Director, PKSF 
 
Special Guest: 
Dr. Rafiqul Islam 
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SESSION 1  
 
Inaugural Address 
 
An important micro-finance challenge introduced by special guest, Mr. Rafiqul Islam, 
and echoed by others throughout the event is the conflicting definition of micro-
finance as a professional banking institution, while simultaneously being a 
humanistic, pro-poor initiative.  
 
He elaborated upon the tendency to financially categorize clients as “ultra poor,” 
“poor”, and “moderate poor,” inadvertently neglecting their basic human 
requirements. “They are human beings before they are micro-finance clients,” he 
stated, and pointed out the urgency in finding the balance between these two distinct 
needs. 
 
INAFI Background Paper Presentation 
 
INAFI’s Executive Director, Mr. Atiqun Nabi, then addressed INAFI’s effort in fulfilling 
this need. He described INAFI as “a global network of regional practitioners 
committed to fixing the lives of the rural poor with financial and non-financial 
services.” INAFI’s mandates in accomplishing this are as follows: 
 
Implementing a pro-poor methodology where the social impact of micro-finance is 
measured 
Ensuring gender equality and empowerment 
Ensuring demand-driven product distribution 
 
INAFI’s stakeholders are their partner micro-finance organizations, donor agencies, 
and the government. They have the overarching goal of creating “an enabling 
environment for the poor to progress” by bringing all three bodies to a similar line of 
thinking. 
 
As Mr. Nabi continued to explain, special attention is being given to products that are 
pro-poor and demand driven in this Year of Micro-credit 2005. 
 
In the initial stages, the poor were considered a homogenous group with a similar 
standard of financial needs. For this reason, the services and products offered to 
them were homogenous and standardized as well. Yet with the advancement of the 
micro-finance sector, it became understood that the poor have varying needs 
depending on their income levels, geographic location, skills, and the cultural norms 
that they follow. Certain client groups have easier access to health care and 
educational services than others.  The poor face different vulnerabilities and utilise 
varying coping strategies in the face of adversity.  For these reasons supplying them 
with a set standard of products no longer made sense – micro-finance organizations 
began to see the relevance in introducing products geared toward more than just 
income-generation, and the impact of tailoring these products to each clients 
individual demands. 
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“Choice is a human right,” he emphatically stated, “and we must ensure this right as 
micro-finance institutions.” 
 
Other reasons mentioned for moving toward a demand-driven approach are as 
follows: 
After clients have ‘graduated’ from general micro-finance loans, they often hit a 
ceiling in terms of growing their enterprises. Loan sizes, repayment structures, and 
individual versus group lending models need to be modified to grow with clients’ 
needs.  
Many members exit every year, while others self-exclude themselves from micro-
finance all together. Products should be altered to attract the extreme poor as well as 
other marginalized groups that mainstream micro-finance initiatives currently do not 
capture.  
 
As the micro-finance industry burgeons and players compete with one another to 
capture a bigger share of the market, clients will be allowed to choose from a more 
diverse array of products and services.  Ongoing participatory market research 
needs to be conducted to ensure that the products designed and introduced fall in 
line with clients’ continuously changing needs. Proper impact assessments also 
need to be conducted in order to identify and ameliorate the weaknesses in current 
product offerings.  
 
A demand-driven and pro-poor agenda will harmoniously balance the three main 
objectives of every micro-finance institution: sustainability, outreach, and impact. 
 
SESSION 2 
 
Case Study Presentations from INAFI Member Organizations 
 
BURO Tangail 
 
Mr. Monirul Islam presented a BT Programme Officer the case study for BURO 
Tangail. BURO Tangail is a national level micro-finance institution operating for the 
last 15 years in Bangladesh. They are prevalent in 20 different districts and currently 
serve 225,000 customers. Their goal is to be an independent, sustainable, cost-
effective micro-finance institution that provides diverse financial/business 
development services to the poor, hard-core poor and vulnerable non-poor.  
 
They pride themselves in properly researching the market before introducing a 
product, and are not hesitant to drop a product that clients do not respond to.  
Therefore, BT’s innovative contribution has been in providing their clients an array of 
flexible savings services, flexible credit services and micro-insurance (customers’ 
security funds). The uniqueness of their savings model lies in the fact that the choice 
to save is voluntary. The frequency and amounts of savings deposits and 
withdrawals are at the full discretion of the client.  
 
BT is also piloting model financial programs that target the rural, urban, and 
charlander populations, and is experimenting with a financial program for the micro-
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entrepreneurs who have graduated beyond the basic micro-finance loan size.  
 
Of BT's three savings services, the Contractual Savings product is the most popular. 
It entitles the client to the following benefits: 
The client can withdraw more than double of what they deposited at the end of the 
period 
The client can open more than one account in the same name. 
 
Details of the Contractual Savings are as follows: 
Savings deposit: Weekly  Tk.10- Tk.250 
   Monthly  Tk.40-Tk.1, 000 
Period:    3, 5, or 10 years 
Interest Compounded:  7 percent for 3 years 
     8 percent for 5 years 
     10 percent for 10 years 
 
As far as BT’s credit services are concerned, the most popular is General Credit, 
which: 
Ranges from Tk.1,000-Tk.53,000 
Is repaid in one year in 50 equal installments 
Has an interest rate of 15% 
 
The uniqueness of BT’s credit services lies in the fact that there is no pressure on 
clients to repay, and all services have a fifteen percent interest rate (except the 
Disability Credit, which is ten percent).  While General Credit resembles the 
traditional credit service that most NGO/MFIs offer their clients, BT also offers the 
following types of credit, to name a few: 
Supplementary Credit (to help clients with a capital shortage while running their 
trade) 
Micro-enterprise Credit (for clients who have large business ventures and have 
substantially managed large amounts of credit in the past) 
Hand/Emergency Credit (for those who suddenly require a small amount of financial 
assistance) 
Disaster Credit (for customers who are affected by natural disasters) 
Sanitary latrine and Tubewell Credit (for promotion of safe drinking water and 
prevent other health hazards) 
 
BT also offers clients Micro Insurance, which entitles beneficiaries to a Tk.5, 000 or 
Tk.10, 000 claim if a client dies. 
 
BT’s success hinges on: 
Methodology – a minimalist approach to dealing with micro-finance 
Product and Services – high quality financial services products and services 
Client’s Choice – BT adheres to clients’ financial needs and respects their freedom 
of choice 
Business Discipline – BT clients follow a rigid financial discipline, contributing to their 
money management knowledge and sustained income flow 
Professionalism – Staff transfer knowledge among each other, and decision-making 
is delegated to branches 
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Harvesting Knowledge and Experience – BT receives financial support and guidance 
from donors as well as other international experts 
 
Participants were enthusiastic about BT’s commitment toward innovation as well as 
their plans to scale up.  Panelist Dr. Hassan Zaman pointed out that as BT 
introduces more products and accumulates a larger client base, the more closely 
they resemble a professional bank. This will inevitably catch the attention of policy 
makers and regulation bodies. Others were inquisitive about their ability to compete 
with other MFIs in an NGO saturated area such as Tangail, their analysis in 
determining a fifteen- percent interest rate, their drop out and growth rate for 
savings, as well as their rate of graduation. Mr. Monirul Islam concisely addressed 
each question, and concluded by commenting that clients never fully graduate – the 
rich as well as the poor have financial requirements and need constant institutional 
support. 
 
Pally Bikash Kendra (PBK) 
 
Mr. Mohammad Hasan Ali, the Executive Director of PBK, presented PBK’s case 
study. PBK’s flagship programs were there social development programs, such as 
their Child Development Centre, Safe Water and Sanitation Program, Rural Nursery 
and Homestead Plantation, as well as their rural industry, Bikash Food Products. 
They ventured into micro-finance in 1993, and have currently reached near 19,000 
borrowers. Initial funding for the micro-finance programme was given by PKSF and 
Oxfam America, but is currently operating with no outside financial assistance. 
 
PBK’s micro-finance intervention targets the hard-core poor. While it has 
experimented with other economic programs such as poultry and agro-based 
activities for the hard-core poor, its most innovative contribution has been its credit 
programme for household consumption. As their clients expressed the dire need for 
mosquito nets, PBK took this plea seriously and undertook village research to gain a 
better understanding of the demand. Upon realizing that the hard-core poor have 
nearly no household assets, and this negatively impacted their health as well as their 
ability to earn a steady income, PBK developed a mosquito net production center. 
Beneficiaries were trained on mosquito net production, and were issued mosquito 
nets on credit. Members were therefore provided with new skills to create and sell 
their products, and were able to avoid deadly diseases through the use of mosquito 
nets. Beginning with just eight women, the program has now been running for five 
years and has provided full-time employment opportunities for over 230 poor women. 
The Household Consumption Credit has been so successful that members began 
demanding similar programs for other household items, such as quilts, mattresses, 
furniture, etc.  While PBK now produces quilts, mosquito nets, mattresses, and RCC 
pillars for house construction, they have found that a plethora of the poor’s demands 
are still unmet. Below is a matrix of household items distributed: 
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Items Distribution Installment 
(weekly) 

Price Persons 
Employed 

Daily 
Income 

Quilt 11,000 Tk.13 Tk.520 80 70 
Mattress 7,500 Tk.11 Tk.440 80 70 
Mosquito 
Net 

11,516 Tk.4/5 Tk. 160-
200 

10 80 

RCC Pillar 235 Tk. 75 Tk. 3000 15 70 
Carpentry 289 Tk. 25-75  --- 10 100 
Sanitation 12,624 Tk. 12 Tk. 520 35 60 
 
Product diversification has offered new avenues of growth for PBK by meeting a broad range 
of their clients’ needs while also creating sustainable profit ventures and full-time 
employment.  
 
Centre for Action Research – Barind (CARB) 
 
Dr. Asad Uz Zaman, Chairman of CARB, gave CARB’s presentation. CARB’s goal is 
for agricultural reform and rural development for farm labourers interested in 
becoming self-sufficient farmers. Working primarily in seven upazilas and targeting 
over 9,000 members, the main objective of CARB is as follows: to assist the farmers 
in developing ideas in commercial irrigated agriculture, water management, crop 
diversification, crop insurance, agricultural product marketing, conservation of natural 
resources, etc.  
 
The most promising and innovative of CARB’s products is the crop credit 
programme. Under the provisions of this programme, all the inputs to crop cultivation 
(including Aman, Aus, Boro and other cash crops) are provided in kind at the time of 
need. The crop credit for paddy cultivation is provided in even 5-15 installments, and 
the repayments are collected only after the crop harvest period.  Because no cash is 
provided, and in-kind crop credit is only distributed during crop seasons, service 
charge remains low at a flat 12.5%.  
 
The following special features differentiate this crop credit programme from others 
offered: 
Soil test: There are available laboratories for soil tests so farmers can determine the 
proper amount of fertilizer to use 
Seeds: CARB procures seeds of HYV variety from BADC stores as a seed dealer. 
CARB supplies their borrowers with this seed stock and consults them regarding the 
proper usage of the seeds. 
Fertilizer: CARB works with the borrowers to determine the appropriate amount of 
fertilizer to use depending on the soil test results, and also helps them acquire the 
fertilizer through an appropriate dealer 
Insecticide: Depending on the cultivability of the land, borrowers submit their 
indents for insecticides. While insecticide is normally discouraged and those 
containing POP are discarded, there is a programme of Integrated Pest 
Management. 
Irrigation: In order to finance the cost of irrigation, borrowers collect irrigation 
coupons from CARB.  
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 In the case of a natural calamity the borrower is provided with credit for the next 
crop with no interest or penalty, and there is also a rebate mechanism for the 
borrower’s family in the case of death. CARB intends to write off the entire credit 
debt in case of death as part of its future plans.  
 
Borrowers are also required to save the equivalent of at least ten percent of cost of 
goods received from CARB, and the borrower can withdraw this money at any time.  
 
CARB claims that a few of the challenges they face are as follows: 
Cultivators reside for the seasons in farm houses and then disperse, hampering the 
group formation and meeting conduction process 
The reduced price of produce after harvesting season discourages timely repayment 
and causes the cultivation process to be non-profitable 
Village money lenders demand maunds of paddy in return for the loans they issue 
local farm labourers, hampering cultivators’ abilities to properly repay CARB loans 
 
Several participants responded favorably to this revolutionary step in credit, as most 
NGOs have been hesitant to undertake such an innovation due to the risks of 
calamity and crop failure. Many were skeptical, however, of agricultural credit’s 
ability to be cost-effective with the high costs and manpower associated. It was 
mentioned that their flat 12.5% interest rate is possible due to the high level of 
subsidies that CARB still receives. With this being the case, agricultural credit will 
face the challenge of not being financially autonomous and depending on external 
funding sources. Others were inquisitive about the growth path of CARB’s loans, 
their ability to socially develop their farmer clients, and how the repayments are as 
flexible as they claim when there is a fixed weekly repayment schedule.  
 
Panelists 
 
Dr. Imran Matin, Director of Research, BRAC 
Upon the completion of the first three case studies, distinguished panelist Dr. Imran 
Matin shared a few words regarding the current status of micro-finance in 
Bangladesh as compared at a global scale. He stated that as far as micro-finance 
practices are concerned, Bangladesh is ahead of the game. For instance, micro-
finance group formation took nearly 5-6 months at one point in time. Due to 
standardization, on-the-ground efficiencies and client familiarity with micro-finance, a 
group can now be formed in less than two weeks. Yet as far as the richness of 
micro-finance knowledge is concerned, Bangladesh is falling behind its global 
counterparts. There is a need for a centralized knowledge hub where Bangladesh 
can share its vast experience and contribute to national as well as global micro-
finance understanding.  As the micro-finance industry evolves, our innovations and 
approaches must evolve as well. For instance, at one point in time the poor were 
standardly defined under certain demographics, such as owning less than fifty 
decimals of land. Our definitions have become more sophisticated now – we 
consider the man behind the plow.  While at one time micro-finance was either 
viewed as professional banking or as a pro-poor initiative, it is now viewed as a 
conglomeration of the two.  The challenge that we now face is innovating with the 
times. We must make micro-finance more inclusive for the ultra-poor, street children 
and other marginalised groups. The next generational challenge is to build the 
human resources and professionalism behind micro-finance. Hopefully INAFI will 
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document these discussions and share them as a first step in consolidating our 
fragmented discussions and contributing to the global knowledge base.  
 
Dr. Hassan Zaman, Senior Economist, World Bank 
Dr. Zaman initiated his discussion by validating Dr. Matin’s point regarding the 
importance of developing knowledge networks in Bangladesh. He hopes that this 
knowledge transfer will influence World Bank projects. He introduced three main 
challenges plaguing the micro-finance industry: 
 
How do we scale up the models that were heard today? In the early nineties, BRAC, 
ASA and Grameen Bank took a simple model and expanded it. Now they have 
covered an entire nation and diversified an array of innovative products. Also in the 
nineties, small NGOs were innovative, but were unable to scale up. The challenge 
for today lies behind how to be innovative while also expanding.  
As Burro Tangail scales up while introducing new products to the market, they 
resemble a professional bank. Because this will invariably catch the attention of 
policymakers, the next challenge lies in appropriating regulation. As an industry, it is 
imperative to interact with government bodies and to jointly develop friendly policies 
and regulations.  
Lastly, the further development of agricultural credit is a challenge that must be 
overcome. We have a great deal to learn from CARB. The common perception is 
that this line of credit is too risky – there is the fear that natural disasters will wipe out 
entire communities. Institutional policy needs to be developed to deal with these 
fears and risks. 
 
The next discussions should be centered on the mistakes we have all made, for 
learning from each other’s failed experiments would be a rewarding experience. 
 
SESSION 3 
 
The session chair, Mr. Mosharraf Hossain Khan, Deputy Managing Director of PKSF, 
began this session by discussing the importance of micro-enterprise. As higher 
amounts of cash can be given with no collateral and security, traditional banking will 
receive a major jerk. Micro-enterprise also challenges critics who claim that micro-
finance does not contribute to the growth of the economy. He also reiterated the 
importance of agricultural credit and the need for proper regulation and friendly 
policy for MFIs as they scale up and become registered as micro-finance banks.  
 
Case Study Presentations from Other Organizations 
 
ASHRAI 
Ashrai’s case study was presented by their Executive Director, Dr. Ahsan Ali. Ashrai, 
meaning shelter, focuses upon economically developing the ethno-linguistic 
minorities living in northwest Bangladesh. Savings mobilization, institution-building, 
and education/literacy interventions work together to support Adivasi (tribal) women 
to accumulate their own independent pool of capital.  
 
Ashrai’s strategy is to invest in human capital and leadership development, incubate 
savings groups as an initial step to forming an economic base, providing credit, and 
emphasizing financial viability.  
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Ashrai’s innovative approach in helping this marginalized population is savings 
based, where loans are issued against the mobilized savings. Each member is 
encouraged to save each week, and each society is encouraged to revolve the fund 
as credit to its members. Members borrow for varied reasons, i.e. consumption, 
festivals, education, medicine, as well as income generation. The rate of interest 
varies from twenty-four to thirty-six percent per year, and is collected on a monthly 
basis. As the societies gain experience in loan management, they may borrow from 
Ashrai to augment the loan taken from the group.  
 
Human development training is a part of Ashrai’s development strategy, where the 
objectives are to increase awareness and professional skills of members. These 
initiatives include adult education, social mobilization, and skill development in 
agriculture as well as livestock rearing. 
 
Ashrai revised their loan policies after experiencing initial difficulty with untimely 
repayment rates and the inability for societies to find a safe place to keep their group 
savings. As a result, monthly repayments are now enforced, as well as Ashrai’s 
involvement as fund manager, where Ashrai is responsible for collecting the savings 
and disbursing the loans. Some other major revisions include only allowing the 
issuance of one loan (rather than multiple loans) at a time, and issuing loans to 
individuals upon repayment rather than waiting for all group members to repay.  
 
Although Ashrai has been effective in gathering over 76,000 members and forming 
4,500 samities, or societies, Ashrai still faces challenges.  Ashrai has not succeeded 
in becoming financially viable, the average loan sizes are still smaller than 
mainstream NGOs, and opportunity for investment other than agriculture is still 
limited.  
 
Padakhep Manabik Unnayan Kendra 
 
Padakhep’s presentation was given by Mr. Iqbal Ahammed, Padakhep’s Executive 
Director. Padakhep believes that upliftment needs to occur at a community rather 
than individual level, thereby having the mission to create self-financed, self-
employed and self-empowered communities through awareness raising, counseling, 
agriculture, insurance, credit, health, sanitation, education, etc. The principal 
beneficiaries of Padakhep are the rural and urban poor, marginalized farmers, 
fishermen/tribal people, adolescents and unemployed youth.  
 
Padakehp’s innovation lies in its holistic and integrated program approach toward 
poverty alleviation. For instance, micro-finance and agriculture programs are used 
toward mitigating arsenic poisoning, education and health programmes are targeted 
toward uplifting street children, water and sanitation as well as health programs are 
geared toward HIV prevention, etc.  
 
The strategies they implement are bottom-up participatory development approaches, 
where clients’ needs and problems are discussed in order to find the best suitable 
program/s.  They also emphasize pollution reduction and environment promoting 
activities.  
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Padakhep’s micro-finance program runs in conjunction with other programs, since 
need-based non-financial services will often help the borrower maximize their 
income generation. Their variety of micro-finance products include: 
Rural and Urban micro-credit 
Micro-finance and technical Support programme, where poultry and livestock 
technology knowledge is transferred to women, unemployed youth and small farmers 
Housing loan to rehabilitate the poor and landless 
Micro-credit programme with Street Children, where street children are linked with 
adults in order to develop the most promising income-generating activities. This 
program has won awards for its innovation, and has financially developed orphans 
and underprivileged street children through 500-15,000 taka loans.  
The Hard Core Poor programme is still in its experimental stages, where Tk. 1000-
5000 credit is made available to beggars, floating sex workers, slum dwellers, the 
disabled, and other marginalized groups. 
 
This integrated approach of coupling financial with non-financial services has its 
challenges. For instance, ensuring required funds to meet the growing demands of 
the borrowers is difficult, as well as successfully facing disasters/shocks of credit 
program operations. Finding the support of government micro and macro level 
policies has also been difficult.  
 
People’s Oriented Program Implementation (POPI) 
 
POPI has been in existence since 1986, and has promoted formal/non-formal 
education for marginalized children, preventive/promotive health care, disaster 
management, job creation and income generation, as well as agriculture 
development for small farmers. In 1993 it transitioned into the realm of micro-finance, 
where its main innovation has been the Development and Rehabilitation of Extreme 
Poor Through Alternative Means (DREAM.)  Working in 40 upazilas, POPI is 
currently serving over 10,000 hard-core poor via DREAM. Under the umbrella of this 
program, they developed a new array of financial products, such as: 
the survival loan, savings and insurance- for those clients who cannot manage 3 
meals a day and are struggling to survive 
the subsistence loan, savings and insurance- for those clients who can manage 3 
meals a day and subsist 
disable loan – for the disabled hard-core poor 
flexible loan, savings and insurance –for the hard core poor who live in areas where 
famine is prevalent 
 
Flexible loans consist of the general and emergency flexible loan. The general loan 
begins at Tk. 2000 and is increased upon the client’s demand. Collectors visit the 
borrowers each day in their homes and collect whatever amount is feasible for the 
borrower to give. There are no fixed installment dates or amounts. The emergency 
loan is available for clients already utilizing the flexible loan in instances of dire need. 
The interest rates for all loans vary from two to eight percent. Savings are also 
flexible in the sense that borrowers deposit at their leisure and feasibility.  
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In addition to these financial services for the hard-core poor, they also receive non-
financial services, such as gender, human rights, group management, leadership 
and advocacy training. POPI also ensures that they receive preventive health care 
from satellite clinics, as well as disaster preparedness training and emergency 
survival food packets.  
 
Fund challenges and high costs associated with day to day repayment collection are 
among the challenges that POPI is facing in an effort to be self-sustainable.  
 
Panelists 
 
Dr. Dewan A.H. Alamgir, Managing Director, Enterprise Resource System Limited 
Dr. Alamgir was impressed with the innovations of the organizations. Ashrai’s 
flexibility and steady flow of repayments is commendable, as is their loaning against 
savings idea. There are concerns, however, regarding the financial viability of this 
model. POPI is cost-effectively helping the poorest, and PBK’s everyday consumer 
loan is unique. It is important to recognize, however, that these innovations need to 
be financially sustainable and viable. While it is essential to design products that 
keep up with clients’ demands, products that are not financially sustainable will be 
difficult to endure. Also, when the savings option was first introduced, clients seldom 
partook in it because the savings box was difficult to find on the form. As products 
continue to evolve, ongoing market research is needed so clients know how to take 
advantage of these products.  
 
Dr. Sajjad Zohir, Senior Research Fellow, BIDS 
Dr. Zohir stressed the importance of having a flexible organization, and defined it in 
the following ways: 
 
It is important to be financially sustainable, as ASHRAI has done. They have 
intervened and taken on the role of Fund Manager because the groups were not 
managing the loans and savings properly on their own. Many NGOs lose this ability 
to manage. They do not intervene because they feel they are being invasive as an 
outside organization. If NGOs are afraid of taking control when necessary, financial 
sustainability will not be possible. POPI’s agricultural credit is experimental and 
innovative, but it involves a dependency on subsidies. This will hurt them from 
having a line of sustained products. It is important to be demand-driven, but the 
focus should also be on being market-driven. Cost-effectiveness is key. 
It appears that every organization interprets loans, savings, and non-financial 
services in different ways. There should be a common language and standardization 
as to how these concepts are defined.  
When designing innovative products, several components need to be kept in mind. 
New product innovations have become a priority, but what are these innovations 
responding to? Was there dissatisfaction with old products? Simply putting more 
things on the market is not being demand-driven – the products must be responding 
to something. Lastly, it is important to design products that enrich communities, 
which is why we need to differentiate between being pro-poor and market-driven. 
How can products adhere to both while uplifting the individual as well as the 
community? 
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SESSION 4 
 
In this session participating organizations that did not present shared their own 
demand-driven innovations. 
 
Presentations from the Participants 
 
SafeSave 
 
SafeSave is a cooperative that works in Dhaka’s slum areas. They focus in on 
financial service delivery, and offer flexibility, customer service and privacy to their 
clients. Clients are able to take out any loan amount that is necessary, and 
repayments are collected by SafeSave staff on a daily basis. Borrowers do not need 
to leave their daily activities to attend a group meeting. Collectors will come to where 
ever they are available to collect the daily amount. Savings withdrawals are also 
guaranteed within ten minutes. Borrowers can withdraw up to Tk. 500 savings from 
their homes, or for a larger amount, can go to a branch. SafeSave also respects the 
fact that customers value privacy. It is important that no one else sees their 
transactions, and many clients do not want their husbands to know that they have 
taken out loan. This discretion is maintained.  
 
Since collectors must go on a daily basis to borrowers’ homes, SafeSave does not 
work in a spread out area. Their branches are also staffed with modern technology, 
where a pump machine records all the transactions for the day and automatically 
uploads it on personal computers. SafeSave also prides itself on being a profitable 
organization. Their outstanding Board develops proper institutional policy to ensure 
financial viability.  
 
Shakti Foundation 
 
Shakti Foundation has existed since 1992, and offers tremendous room for growth 
for their clients. Their general loan is for Tk. 5,000 for start-up businesses. For larger 
businesses they provide a business loan, and when extra financing is necessary, 
they provide the seasonal loan.  
 
Asset financing is often a problem, which is why they offer a leasing option, where 
clients can lease the different products.  
 
Shakti Foundation recognizes that providing financial services as a stand-alone 
product is not enough. As women graduate to larger loan portfolios, they also need 
to increase their business knowledge capacity. Because many MFIs do not address 
this need, female clients will often hand the business operations over to their 
husbands once it escalates to a larger scale, inadvertently disempowering the client. 
As a result, Shakti Foundation started its Business Planning Strategy, where clients 
are trained on bookkeeping as well as how to expand their ventures, and are 
encouraged to keep their businesses under their control. Shakti Foundation also has 
links with commercial banks, for clients often get to a stage where they need 
exceptionally big loans and a proper bank account. Because their clients feel 
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comfortable with their exiting lending and borrowing environment, Shakti Foundation 
acts as the intermediary between the two parties. The clients continue to take loans, 
pay installments and savings through Shakti Foundation, but behind the scenes 
Shakti is interacting with the commercial bank.  
 
Dusto Shastho Kendro 
 
DSK follows the Grameen Bank model, but has also incorporated health services 
into their offerings, and has a flexible savings as well as repayment scheme, much 
like SafeSave. They are working toward an individual rather than solely group-based 
model. DSK also provides water and sanitation loans, as well as disaster 
management loans.  They target the ultra-poor and moderate poor, and currently 
have 17,000 members. 
 
PDF 
 
PDF is the fifth largest MFI with over 50,000 clients. They issue the conventional 
loans and savings products, but their innovation lies in their micro-enterprise loan. 
This experiment has been a tremendous success, as many of their old clients who 
have been with PDF for ten to fifteen years now have escalated needs.  PDF boasts 
a one hundred percent repayment rate on this loan, which is repaid on a monthly 
cycle over one year. Clients deposit savings in Tk. 100 multiples, which has helped 
to make this program self-sustainable.  The fact that their products have the ability to 
grow and survive on their own is also one of their innovations. This organization, 
which originally grew out of the government, is now ninety-three percent financially 
sustainable – a big achievement for having such a large portfolio. Most of their 
financial support comes from CIDA, but this support is declining each year. PDF 
hopes that in one year it will be completely self-sustainable. 
 
 
BLC 
 
BLC is a small organization committed to helping other MFIs. Many neophyte MFIs 
do not have the skills to operate and attract donor funding. BLC conducts workshops 
where MFIs are taught how to interact with donors, and they also link small MFIs to 
donor agencies. Thirty internal staff members are in charge of running this innovative 
new programme. 
 
SESSION 5 
 
This session was allotted for the donor organizations to share their views on 
demand-driven micro-finance products. 
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Presentations from the Donors 
 
PKSF 
 
PKSF is committed to the financing of small MFIs. Their initial program intended to 
finance rural micro-finance programs, and now they have adopted the objective of 
financing micro-finance services for the hard-core poor. PKSF is not just a financing 
organization, as they are also involved in institutional development, such as credit 
programmes for institutional training, transpiration and computers. These are all 
support loans issued to institutions in an effort to help them be sustainable. PKSF is 
now encouraging their partner organizations to diversify their products. Many have 
diversified already – for instance, one partner organization issues cow fattening 
loans that can be repaid in one payment after Eid. If organizations can show that 
they have innovative products that respond to clients’ needs and have the potential 
to be sustainable, PKSF will provide them the support they need. 
 
Concern 
 
Concern believes that “people have the potential to do anything,” and that NGOs 
have the capability to work in the most remote places. Concern started as a 
Woman’s Training Centre, where women were encouraged to save and Concern 
gave them loan management as well as income-generating support. They used to be 
called Community Based Organization, where women used their own savings and 
Concern gave loans to augment this capital. They now help other micro-finance 
organizations that are innovative enough to target marginalised, remote sectors of 
the population. 
 
Plan International 
 
Plan International Bangladesh currently has five partner organizations that they 
provide financial support too. Plan recognizes that twenty-five percent of the poor 
population is left out of the mainstream micro-finance process, yet Plan has yet to 
reach this ultra-poor sector of the population. Further action research needs to be 
undertaken in order to target this sector, which is one of their objective. Plan works 
with the other seventy-five percent of this population. A goal of theirs is to provide 
financial assistance with the different life-cycle needs that the poor face, as these are 
the times they demand loans the most. Plan works closely with the community – they 
conduct participatory wealth rankings to determine the ultra-poor, poor and 
vulnerable non-poor sectors. They make an attempt to assess from the ground-up 
the products most in need for each sector, and design products accordingly. Each of 
their partner organizations is committed to targeting a different sector. They also 
encourage savings, and try to implement flexible repayment models where clients 
are given a year to repay with their own feasibility.  
 
Plan assesses that the ultra-poor get left out of the micro-finance circuit for three 
main reasons: 
the organizational set-up of the institution is not conducive for the ultra-poor 
peer screening 
self-exclusion 
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For instance, the ultra-poor are afraid of mandatory savings policies, they are 
intimidated by group meetings and the group collateral philosophy, and overall, they 
fear their own inability to repay the loan. Also financially viable products exclude the 
ultra-poor, which is also an organizational flaw. Field organizers most often pick out 
borrowers whom they know are capable of repaying the loans, and for this reason 
bypass the ultra-poor. Product innovations are necessary on their end to address 
these challenges and concerns. 
 
SESSION 6 
 
Closing Session 
 
The event was brought to a close by Md. Rashed Al Hasan, INAFI Bangladesh 
Programme Officer, who addressed ways to move forward with demand-driven 
products, followed by a vote of thanks given by Mahmuda Akter, Programme Officer 
for INAFI International Foundation.  
 
Mr. Hasan discussed the next steps for micro-finance institutions being  
Promotion of products for different client groups 
Profiling and identifying of the various products offered for different target groups 
Conducting a marketing survey of other potential demand-driven products, especially 
for the hard-core poor 
 
Organizations should also think about attaining client satisfaction and financial 
sustainability, and not be afraid to face the relevant challenges associated with 
implementing and supplying products which respond to clients’ needs. 
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Innovating Demand Driven Products and Delivery Mechanisms 
INAFI Bangladesh Foundation Workshop  

January 17 2005 
 

Background Paper 
 

Introduction 
 
Demand driven microfinance products and services are at present widely understood 
to be best practices of the microfinance sector, and are receiving increasingly wide 
attention in the run-up to the Year of Microcredit 2005.  One result of this is that 
nearly all MFIs now characterize themselves as demand driven.  This is an 
encouraging development for the sector, and one that prompts all practitioners to re-
evaluate the congruence of their stated policies and their practice.  An unpackaging 
of the issues and stakes involved can serve to clarify just what demand driven 
microfinance involves, why it is important, and how the relevant parties can discover 
and implement demand. 
 
Background  
 
In the early years of microfinance, loans were offered to clients according to the 
supply-side conditions of practitioners and donors.  In practice, this meant that loan 
products, repayment rates, and repayment schedules were standardized, and 
delivery mechanisms were replicated with ease according to the methodology of the 
most successful pioneers.  Such a situation suited donors, who were interested in 
scaling-up and introducing new programs cheaply and quickly.   
 
Yet with the growth and consequent sophistication of the sector, it became apparent 
that the poor are not a homogenous group.  Not only are there different income 
levels of the poor, other factors such as vocation, geographical area, and cultural 
norms, among others, distinguish one group of poor individuals from another.  Within 
groups there are also numerous individual distinctions based on health status, 
education levels, and family circumstances.  All of these factors play some part in the 
willingness and ease of clients to join microfinance programmes and repay loans on 
schedule.  Additionally, the factors that influence the poverty status of clients are in 
constant flux, resulting in increased vulnerability and changing coping strategies. 
 
It is the recognition by practitioners that clients have different needs that has given 
rise to the emphasis on demand driven products and services.  In the context of this 
INAFI workshop, demand driven microfinance can be understood as a good faith 
response to client demand for diversified and flexible financial products and delivery 
systems that fit their shifting realities and coping strategies. 
 
In Bangladesh, there are a variety of MFIs that are developing innovative responses 
to expressed client need.  However, in many instances the programmes remain too 
small, too experimental, or too undocumented to attract supply side support.  
Demand driven microfinance is therefore also concerned with the creation of an 
enabling environment that allows practitioners to maximize their response to client 
needs. 
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Understanding the Need for Demand Driven Microfinance 
 
Microfinance’s most often stated goal is poverty alleviation coupled with 
empowerment of the poor by providing them with the tools to manage their own 
development, thereby recognizing their inherent dignity and potential.  Taking this 
idea further, access to microfinance is increasingly being promoted as a human right.  
Such a characterization of microfinance imparts important implications and 
responsibilities for the organisations that espouse the coupling of human rights with 
microfinance.  Chief among these responsibilities is ensuring that microfinance 
options actually do redress the systemic constraints to development that continue to 
deny marginalized groups the kinds of safeguards and opportunities that others take 
for granted.   New product development and re-evaluating delivery mechanisms are 
now widely recognized as crucial components of a demand driven strategy.   
 
While microfinance in Bangladesh is recognized as diverse and pro-poor, there 
continue to be high rates of exiting members and niche groups who have remained 
outside of the microfinance arena.  Ultra poor individuals are often self-selected out 
of microfinance programmes due to the burden of standardizations, and loan sizes 
and cycles that are not consistent with their day-to-day struggle for survival.  With 
this in mind, demand driven microfinance becomes very much interrelated with pro-
poor microfinance, and takes on an ethical component.  The poverty alleviation goal 
of microfinance takes a back seat unless practitioners make a conscious effort to 
design interventions that will attract, and most importantly help, the poorest. 
 
In conjunction with advancing the principle poverty alleviation goal of microfinance, 
demand driven products and services are also necessary from the perspective of the 
growth and competitiveness of the sector.  As more and more MFIs and commercial 
financial institutions enter the sector, clients are offered more choices and have the 
opportunity to become more demanding about what kind of services they need.  
MFIs that respond to that demand will not only secure their position within the sector, 
but also see an increase in the number and variety of clients reached.  Anecdotal 
evidence suggests that if practitioners provide high quality financial options that take 
into account the economic, environmental, cultural, and political realities of the poor, 
there remains substantial opportunity for the growth of the sector, more meaningful 
impact, and more sustainable institutions. This suggests that there is presently a gap 
between the number of individuals who would like to use microfinance, and the 
number of MFIs offering the kind of products and services that would motivate them 
to join a microfinance programme.  
 
Towards Participatory Market Research 
 
To meet the current unmet demand, both creating new products and refining existing 
ones is necessary.  The majority of microfinance clients are hovering above or below 
the poverty line, and remain vulnerable to further setbacks throughout the life cycle.  
High quality and flexible products need to be developed that will assist the poor to 
graduate into a higher income bracket, to weather crises such as illness, death, and 
natural disasters, and to fulfil societal obligations such as marriages or support for 
family members.  Experimental products and delivery systems designed particularly 
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for the hard-core poor, minorities, niche markets, and those suffering from particular 
health issues have been popular and successful, indicating that appropriate 
microfinance offerings can broaden outreach and impact, and spur the positive 
growth of the sector. 
 
In identifying the needs of clients and the opportunities for meeting those needs, a 
market-led approach is increasingly being understood as a necessary strategy for 
effective and competitive MFIs. Market research for product development involves 
engaging the client, understanding the client’s perceptions, priorities, vulnerabilities, 
and satisfaction level, and responding to this information by creating products that 
seek to retain existing clients and respond to untapped market opportunities.   
Market research also assists an MFI to appropriately advertise its products and 
address misconceptions among clients.   Microfinance that is demand driven pre-
supposes participatory client interaction, and offers a double advantage in that it 
helps MFIs become more competitive and better serve their clients, while also 
contributing to the empowerment aspect of microfinance by encouraging clients to 
evaluate their needs and offering them a venue to express them.  Furthermore, 
impact assessment studies and the incorporation of impact monitoring indicators are 
increasingly being recognized as necessary complements to market research in 
becoming a demand driven MFI. 
 
Creating an Enabling Environment for Demand Driven Innovations 
 
While most practitioners recognize and try to implement demand driven innovations, 
understanding client needs is not necessarily as simple as it first sounds.  Many 
practitioners do not have the appropriate skills or resources to implement consistent 
impact assessments to keep track of the changing conditions and needs of clients.  
Additionally, an awareness of gender issues is also lacking among field staff, 
resulting in distorted perceptions of impact and need.  The task of sector-wide 
identification of the constraints towards demand driven innovations that MFIs are 
facing remains open for the appropriate facilitating body. 
 
One of the most significant barriers to innovations in the sector, as alluded to earlier, 
is the difficulty in obtaining funding.  The recent emphasis on financial sustainability, 
combined with shifting donor priorities, has created an uncertain aid environment.  
There is a strategic need for practitioners to steer the conversation defining a 
successful MFI towards efficiency, learning, and poverty alleviation rather than just 
sustainability.  Practitioners who have ensured that their own products and services 
are demand driven can reach out to donors and make the case for funding that 
rewards client response and innovation.   
 
There are a number of practitioners who are implementing pro-poor innovations in 
response to an expressed need by the most vulnerable population.  Often they are 
smaller organisations operating without much recognition or capacity to document 
their achievements, thus leaving them outside the scope of donor funding.  
Mechanisms need to be erected that can provide support for these types of 
pioneering MFIs.  INAFI believes that there is interest among donors to support 
cutting-edge, pro-poor microfinance instruments.  The primary task is therefore to 
identify and release the bottleneck between interested funding sources and 
deserving MFIs. 
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Concluding Remarks 
 
It is time to capitalize on the interest in demand driven microfinance and take 
advantage of the research and learning that is beginning to proliferate on the subject.  
While demand driven products and services by definition are localized, practical 
experiences and steps toward innovation can be widely shared, as can strategies for 
overcoming the hurdles towards innovation that practitioners face.  Only then can 
sector-wide measures be taken to adequately foster client responsive, and as a 
corollary pro-poor, microfinance. 
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BURO, Tangail (Bangladesh) 
 

  M. Mosharrof Hossain 
     Finance Director, BURO, Tangail (Bangladesh) 

 
Overview of BURO, Tangail 
 
BURO, Tangail a national level microfinance institution, has been operating for the last 15 
years in Bangladesh. During this period, it is pursuing financial intermediation among 
unprivileged people, with limited social intermediation and business development services 
(BDS).  It currently serves more than 225,000 near poor, poor and extreme poor customers 
in 20 different districts of Bangladesh. 
 
Its financial products are customised. Product development is done through a continuous 
process and is tinkered with customers’ choices and feedback on its quality. Products that 
are not liked are discarded or modified. It has adopted a commercial principle and has 
become a sustainable MFI since 1998. BURO,Tangail’s aim is to eradicate poverty from the 
community by inculcating money management capacity for augmenting resources among 
the low-income people. 
 
Vision 
A happy and prosperous society through developing the people of Bangladesh 
 
Mission 
An independent, sustainable, cost-effective micro-finance institution that provides diverse, 
appropriate and market responsive quality financial and business development services at 
competitive prices to poor, very poor, and vulnerable non-poor customers. 
 
Ownership 
BT is a non-governmental organization. The Executive Committee members do not receive 
any financial benefits from the operations of the organization. Except the Executive Director 
(who is an ex-officio member), all other members are non-salaried. The net profit, if earned, 
is capitalized and ploughed back into the credit program for the continuation and expansion 
of the organization. 
 
Governance 
A seven-member Executive Committee (President, Member Secretary, Finance Secretary, 
and four members) and a three-member Implementation Board of Directors (Executive 
Director, Finance Director and Program Director) are vested with the governance and the 
management of BT. The Executive Committee is elected bi-annually from a body of 25 
general members, who come from different professions include: business, banking, law, 
academics, journalism, and social development. 
 
BT is trying to establish good governance. In this connection, it ensures that the institution’s 
executive committee functions well, the members have diversity of technical expertise, is 
independent from the management, exercises the ability to make decisions flexibly and 
effectively, and monitors the progress of the organization. The EC also performs the 
responsibility to safeguard the interests of all the institution’s stakeholders. As such, the EC 
serves as a checks and balance to provide confidence to its stakeholders (BT’s investors, 
staff, customers and other key stakeholders) while its managers operate in the best interests 
of the institution. BT’s EC participates in the organization’s long-term strategy by critically 
considering the principal risks to which the organization is exposed and approving the plans 
presented by the management. The EC delegates the authority for operations to the 
management through the Chief Executive Officer (CEO). The EC supervises management in 
the execution of the approved strategic plan, and evaluates the performance of management 
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in the context of the goals and timeframe outlined in the plan. The EC supervises the 
selection, evaluation, and compensation packages of the senior management team. This 
includes succession planning for the CEO. 
 
Product Features and Delivery Mechanism 
 
BT offers flexible savings and credit services. Reaching a standard number of customers for 
every branch to break even has been the central point of the model, as depositing more 
savings and the demand for more credit works as the centrifugal force in opening more and 
more quality financial services. This, in turn, contributes to accelerating the process of 
achieving financial self-sufficiency for both the customers and, in turn the organization itself. 
The current flexible financial services consist of three parts: (i) flexible savings services; (ii) 
flexible credit services; and (iii) micro insurance (customers’ security funds). 

 
Product Features 

The existing Product features include the following: 
 
Flexible Savings Services 
The following three types of flexible savings services are offered by the organization: 
 

General savings 
The customers have different opportunities to maintain their general savings, in that 
customers can deposit savings at any rate and are also allowed to withdraw their respective 
savings any time. 

 
- Savings deposit : Tk.10 – Tk.2,000 (at kendra) 
  : Unlimited (at branch) 
- Interest compounded : 4.5 percent per annum 

 
Contractual savings 
This scheme has been identified to generate enthusiasm and encourage customers for long-
term savings. The significant benefits are: (1) they will receive more than double of what was 
deposited at the end of the period; and (2) they can open more than one account in the 
same name. 

- Savings deposit : Weekly Tk.10 – Tk.250 
  : Monthly Tk.40 – Tk.1,000 
- Period : 3, 5 or 10 years 
- Interest compounded : 7 percent for 3 years 
  : 8 percent for 5 years 
  : 10 percent for 10 years 

Time deposit savings 
A one time deposit by the customers has binding conditions in two dimensions: (1) 
customers will deposit savings either minimum for three months or maximum for five years; 
and (2) the customers must deposit the amount at one time instead of staggering their 
deposits like in the contractual savings scheme. The significant benefit is that after the 
stipulated period, the saver will receive more than double of what has been deposited while 
opening the account.  

 
- Savings deposit : Tk.5,000 – Tk.500,000 
- Period : 3-12 months 
  : 13-36 months 
  : 37-84 months 
- Interest compounded : 6 percent for 3-12 months 
  : 7 percent for 13-36 months 
  : 8 percent for 37-84 months 
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Flexible Credit Services 
BT’s credit service assists customers to become economically self-sufficient. To this end, it 
offers nine kinds of products. These are: 
 
General credit  
This is the traditional credit service that the NGO/MFIs usually provide for their customers. 
Most of the roles and responsibilities are performed by the customers and their 
representatives at the kendra but facilitated by the animators of BT at the branch. 

 
- Credit range : Tk.1,000 – Tk.53,000 
- Period : 1 year 
- Repayment : 50 equal installments 
- Rate of interest : 15% 

 
Supplementary credit  
This type of credit is intended to work as a backward linkage to general credit. At times the 
customers face a shortage of capital while running their trade due to ceremonial 
expenditures or other economic erosions. The given opportunity is to infuse further capital in 
the running of their business. 

 
- Credit size : 50 percent of the general credit 
- Period : 1 year 
- Repayment : 50 equal installments 
- Rate of interest : 15% 

 
Business credit  
The genesis of identifying such a big volume of credit lies in the demand for more and more 
credit by customers, which clearly indicates that borrowers have improved their management 
capacity of capital and there exists marketing facilities of their respective trade and/or 
products. 

 
- Credit range : Tk.15,000 – Tk.50,000 1st year 
  : Tk.100,000 2nd year 
  : Tk.150,000 3rd year 
  : Tk.200,000 4th year 
- Period : 1-3 years 
- Repayment : Stipulated period 
- Rate of interest : 15% 

 
Micro-enterprise credit 
This is relatively a large amount of credit that contributes significantly to enhancing rural and 
urban economy through diversification of trade. This credit is offered to those who have 
managed adequately substantial amounts of credit from BT. 

 
- Credit range : Tk.15,000 – Tk.50,000 1st year 
  : Tk.100,000 2nd year 
  : Tk.150,000 3rd year 
  : Tk.200,000 4th year 
- Period : 1-3 years 
- Repayment : Stipulated period 
- Rate of interest : 15% 
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Line of credit  
This credit is intended to arrange necessary capital investment in customers’ 
respective trade. The borrower of this credit is not mandated to repay the principal 
amount together with the service charge, but shall only repay the service charge 
every week. 

 
- Credit range : Tk.15,000 – Tk.50,000 
- Period : 1-3 years 
- Repayment : Stipulated period 
- Rate of interest : 15% 

 
Hand/Emergency credit  
This is a small credit for the borrowers who suddenly require a very small amount of financial 
assistance. The hand/emergency credit has been promoted to benefit customers who are 
unable to access the said capital when it is required. 

 
- Credit size : Tk.3,000 
- Period : 3 months 
- Repayment : Stipulated period 
- Rate of interest : 15% 

 
Disaster credit 

Disaster credit is given to those customers who are affected by natural disasters and 
have used credit from the organization. Disaster credit helps customers contain 
economic erosion due to disaster. 

 

- Credit size : Tk.3,000 
- Period : 1 year 
- Repayment : 50 equal installments 
- Rate of interest : 10% 

 
Sanitary latrine credit  
Instead of providing either subsidized or free capital to the customers, the promotion of 
sanitary credit will utilize institutional capacities intensively that will contain health hazards of 
the customers. 

 

- Credit size : Tk.2,000 
- Period : 1 year 
- Repayment : 50 equal installments 
- Rate of interest : 15% 
 

Tube-well credit 
 
One of the resultant effects of facilities for safe drinking water is the enhanced buying 
capacity that helps customers’ participate in other types of credit. This credit is 
similar to sanitary credit for the customers. 

 
- Credit size : Tk.3,000 
- Period : 1 year 
- Repayment : 50 equal installments 
- Rate of interest : 15% 

 
Micro Insurance (Customers’ Security Funds) 
Insurance supports risk management, reducing customers’ vulnerability to economic 
stresses. Additionally, insurance will help build a source of fund for the NGO-MFIs – a zero 
cost-funding source since payouts will be low. 
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BURO, Tangail has coined this product ‘customers’ security funds’. The product is valid for 
the loan period. If a client chooses to provide Tk.50 a year, the beneficiary is entitled to claim 
Tk.5,000. On the other hand, if the client chooses to pay Tk.100, then the beneficiary is 
entitled to claim Tk.10,000 after the death of the clients. The nominee will set the benefit. 
  

Product Delivery Mechanism 
All activities of BT are currently carried out through branches. A branch covers 50-70 villages 
in 2-4 unions. A standard branch office is usually staffed with one manager, one cashier, one 
organizer and 6-7 village development workers (VDW). A branch office covers 60-70 
kendras, which includes on average of 35 members (2000-2500 members in total). 
Alongside the group approach, BT is also planning to adopt an individual approach of 
lending. 
 
After an informal survey by BT’s own staff, the target population is identified. This is followed 
by motivational work. Formation of a group takes place through personal contact as well as 
small and large group discussions. Each member fills up an admission form before 
enrolment. The criteria of group formation are shown below: 
 
Group Formation 
-  Only the functionally landless poor will be eligible to form a group. 
-  A group shall be formed with five members. 
- All the members of the group must be inhabitants of the same village. 
-  A group shall be formed with persons who are like-minded, are in a similar economic –

condition, and enjoy mutual trust and confidence.  
-  There shall not be more than one member from the same household in any one group. If 

more than one person from the same household intends to become a member, they can 
do so by becoming members of different groups. 

-  It is not desirable to form a group with close relatives. (e.g. father, mother, brother, uncle, 
father-in-law) 

-  There shall be a group chief and an assistant chief in each group. They shall be elected 
by the group members. Elections will be held at the time a group is formed and thereafter 
annually. 

 
Kendra’s Function 
All the activities of BT spring from landless groups and their centres (Kendras) and focus 
upon them. People organize themselves in groups of five. Eight groups of five members 
each join together to form a centre. Therefore, a centre usually comprises 40 members. It is 
the obligation of the eight groups to construct a meeting-centre, a place where they can 
discuss their concerns and conduct their financial transactions and other social issues. 
 
The Kendra offers a cost and time-effective opportunity for government extension workers to 
provide training and outreach services to villagers motivated to bring about progressive 
change within their lives. The Kendra is set up to: 
• develop a customer oriented organization for the rural poor with emphasis on women’s 

participation; 
• develop the capacity of the customer on a sustainable basis; 
• develop the money management capacity; 
• improve planning based on local knowledge, and promote ‘ownership’ of the project. 
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Product Development Strategy 
 
This provides corporate strategic guidelines for the new product development 
process through assessing internal experience, abilities and external opportunities. 
The details of product development strategy appear in the next chapter.  
 
Various steps that are included in this respect are: 
 
• Idea generation 

Involves using various idea sources and idea generation techniques to identify 
new ways to satisfy customers’ needs and monitoring evolving technologies. 

• Screening and evaluating ideas 
The development and systematic use of criteria to evaluate the potential of new 
product ideas 

• Business analysis 
An in-depth study of the estimated economic feasibility of new product ideas 

• Product development 
Involves developing the product (or service) itself (with attention to attributes 
preferred by customers) and further development of manufacturing, packaging 
and distribution, and cost estimates. 

• Market acceptance and testing 
Thoroughly evaluates potential market acceptance through the use of market 
research. 

• Commercialization 
The actual introduction of the product into the market place with all of the related 

decisions and resource commitments 
 
Marketing Strategy 
The marketing strategy of BT is a set of guidelines and policies in the business plan used for 
effectively matching the program interventions with target market opportunities in order to 
achieve the organizational objectives. Developing a marketing strategy includes deciding 
which customers or program participants to target by BT and how to position these products 
(and the organization) relative to the competitors in the minds of the customers (existing or 
potential). The marketing strategy includes market segmentation, segmentation strategy, 
product development strategy, product positioning, pricing, promotion and service delivery 
etc.  
 
Market Segmentation Strategy 
Segmentation is the process of matching marketing mixed offers to the differences in the 
way one or more groups of customers will respond to offerings. Market segmentation is 
important because of the wide differences in people’s needs and wants, the ease of 
targeting segments and the cost-effectiveness of segmentation. BT has segmented the 
micro-finance market in terms of customers’ outreach  under: 
 

• Poor  
• Very poor or Hard-core poor  
• Vulnerable non-poor or near poor   

 
Product pricing strategy 
BT’s rate of interest on all credit is 15% per annum (flat), except for disaster credit, which is 
10%. Compared to others, BT’s interest rate on credit is slightly higher. This is due to the 
fact that BT has to cater to a wide range of credit products. It appropriately prices its credit 
products taking into consideration the operating cost, financial cost and loan loss provision 
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along with a modest margin for capitalization. There are many organizations in the market, 
which presumably do not make any loan loss provision and thus decide their rate of interest 
on the basis of the going prices or merely on rule of thumb. It also prices its savings products 
taking into view all associated costs and considering the highest price in the market. The 
relatively high price for lending in the market is due to real costing and for providing quality 
credit service. 
 
Again, with regard to savings, BT provides an attractive rate of interest to its savers. The 
customers of general savings get interest at 4.5%, which is higher than the commercial bank 
rate and the rate that other NGO-MFIs provide. For the contractual savings, BT provides 
10% interest per annum, which is highest in the micro-finance industry (as for instance, 7% 
for 3 years, 8% for five years and 10% for ten years). For time deposits, it provides 6-8% per 
annum (three months to five years).  Due to the high return of interest of savings, BT will be 
able to mobilize adequate funds from the people to carry on its lending program smoothly. 
 
Market promotion strategy 
 From the very beginning, BT’s systems and basic products were developed through an 
iterative process of operations research in five branches. This process took over two years 
(1989-91) of pilot testing; monitoring, evaluation and refinement (see Wright 2000 for 
detailed documentation of this process). Once the basic system and products had been 
defined, BT rapidly expanded (1992-95) while the emphasis was constantly on achieving 
scale and outreach. Thereafter, BT began to develop and introduce new products and refine 
the existing ones. 
 
Both qualitative and quantitative research are carried out. Its approach to market research is 
not always based on formal or structured surveys. The organization believes that qualitative 
research captures the complexity of clients’ (or potential clients’) lives and needs for financial 
services. BT relies on a variety of informal and semi-formal approaches as well as to explore 
and understand the market in which it operates. Quantitative research is often used to 
assess potential market demand. However, to do this effectively, a well-defined product 
prototype is a prerequisite. Given the costs and complexity of conducting high-quality, 
quantitative research, BT believes that it is easier and more cost-effective to move directly to 
the pilot-testing phase and to learn directly from the market. It provides more emphasis on 
savings mobilization. To this end, it occasionally observes savings week through 
rallies/campaigns to motivate customers and mobilize more savings. These campaigns have 
indeed produced positive impact. 
 
Applying Marketing Intelligence 
BT carries out marketing intelligence mostly on their own by reading books, journals, 
magazines, research and study reports, newspapers, talking to customers, staff of other 
service providers and talking to other micro-finance practitioners in different organizations. 
BT employs one staff to gather marketing intelligence. It has set up an internal marketing 
information centre to collect and circulate marketing intelligence. The staff scans major 
publications (national and international), abstracts relevant news and disseminates the same 
to the senior program staff in evaluating new information. These services greatly improve the 
quality of information that is used by the program managers. Marketing intelligence is 
applied in the following areas: 
 

• Feedback on customers’ reactions on products and service delivery. 
• Gleaning information on the competitors. 
• Gathering information on the industry trend. 
• Collecting ideas and experiences from the important stakeholders. 
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Market Research 
Market research is an activity designed to understand the environment in which BT is (will 
be) operating and to identify the needs of the BT’s existing and potential clients. Market 
research is conducted with a view to responding those needs and opportunities by: 
 

• improving current marketing/promotion/outreach activities; 
• refining or modifying existing products; 
• developing new products; 
• re- engineering the delivery system. 

 
Market research is sometimes conducted informally (apart from formal research as 
mentioned below) on an on-going basis through poor-friendly, sensitive staff who pay careful 
attention to issues facing the poor - both clients and non-clients – by listening to them 
articulate their needs.  
 
Assessing the Micro-finance Market: A Situational Analysis 
There are more than 1000 micro-finance NGOs operating in Bangladesh that work with the 
noble objective of poverty alleviation. As per CDF Statistics of June 2000, there are more 
than 10 million active members (savers and borrowers), including 8.63 million women in the 
NGO led micro-finance industry. These members have saved Tk. 8,088 million with the 
average savings of Tk. 800. There are 7.57 million outstanding borrowers with a total loan 
outstanding of Tk. 20,812 million - the average loan outstanding of Tk. 2,700.    
 
The loan size of NGOs usually varies from Tk. 1,000 – Tk. 15,000. The average loan size 
per borrower is Tk. 2,500. Except the large and a few medium sized NGOs, most NGOs 
provide loans below this average loan size. The larger and the medium NGOs provide loans 
in the range of Tk. 4,000 – Tk. 15,000. Most NGOs’ recovery rate is more than 95%.  
 
NGOs normally provide loans to undertake income-generating activities. These include 
agriculture, fisheries, food processing, small businesses, cottage industries, transport, 
housing, health, education, livestock and others. However, practical experience and various 
research studies suggest that minimum 30-40% loans given go to direct consumption. But 
the NGOs do not have any consumption loan products notwithstanding this reality. As 
compiled by CDF, it is seen that small businesses account for the highest loan use (41%) 
followed by livestock (21%), agriculture (13%), food processing (7%) and fisheries (5%).  
 
Most NGOs (77%) charge interest on loans at 11-15% per annum and about 96% of NGOs 
apply the flat method in interest calculation (with the exception of a few, which use declining 
method). The amount of interest becomes almost double in the flat method in comparison to 
the decline method. Almost all NGOs handle members' savings directly.  The NGOs are 
taught to provide interest on savings averaging 6%, while most NGOs provide in the range of 
6-7%. There are many NGOs that do not give any interest at all on savings, provided the 
savers withdraw their savings before a specified time limit. 
 
The larger NGOs viz. BRAC, ASA and Proshika dominate the entire micro-finance industry. 
Together they account for more than 60% in terms of active members, 70% in terms of net 
savings and also 70% in loans outstanding. The next top 17 NGOs account for 15-20% of 
market share in terms of the aforesaid variables.  
 
Competitive Analysis 
BT believes in competition and growth. To foster this, it has developed flexible financial 
quality services that include an array of credit and savings products to cater to the needs of 
a wide spectrum of poor clients. This product development strategy has helped to cover a 
greater outreach within a short span of time. BT considers full costing of its products and in 
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principle has adopted a commercial market-oriented approach. Meanwhile, it has attained 
financial viability and achieved both operational and financial self-sufficiency. Now it is 
moving toward growth. BT’s pricing of products is done on the basis of proper costing and 
considering the prices of similar products prevailing in the existing market. Its prices are 
highly competitive. As a result, it has gained considerable mileage over its competitors. To 
satisfy the customer needs, it constantly carries out market research and conducts routine 
marketing audit to prevent the products from obsolescence. 
 
Emphasis is being provided to augment customers’ savings to use it in the RLF. 29% of BT’s 
RLF comes from clients’ savings. It launches savings campaigns to promote more savings 
and this has yielded positive results. The success of BT lies in the fact that it has been able 
to serve a greater number of clients with a wider array of financial products than any of its 
competitors  offer. In this respect, it has outdistanced BRAC, ASA, Proshika and even 
Grameen Bank. 
 
BT is pursuing a market-oriented approach in delivering flexible quality financial services for 
the poor and at the same time striving toward full commercialisation. BT fully supports the 
view of commercialisation, particularly in a stage where the industry is now approaching 
maturity. It argues that commercialisation already exists (at varying degrees), which needs to 
be further strengthened for sustainability and growth to serve the customers of today and 
tomorrow. 
 
Product range 
Efforts are stronger than in the past to mobilize local resources by bringing in various 
savings instruments. The savings products of NGOs now include daily savings, mandatory 
savings, forced savings, contractual savings, and time deposits. Some are introducing 
flexible rules for typical loan products.  
 
The NGOs are also trying to become more responsive to the demand for credit facilities.   
Over time, the credit products have been diversified. Today there exists more than 15 credit 
products including daily credit, leasing loans, housing loans, credit for old aged people and 
community-based credit (e.g. for fisherman). Credit is given mostly for undertaking income-
generating activities. Normally, the loan ranges from Tk  1000 - 15,000 for one year. Only a 
few organizations can adequately support the needs of their clients. Field experience 
suggests that the money that is given as credit is far away from the actual need. Many 
NGOs, however, gradually enhance the amount over time. At any rate, the amount of money 
that is being given falls short of their veritable need. This points to the fact that the market 
can absorb more, presumably 3-4 times the current debt portfolio. One can, therefore, easily 
imagine the scope of demand-supply gap from this scenario. 
 
However, experience indicate that the average loan size of the NGO MFIs has been 
increasing from Tk. 2,500 in 1998 to Tk. 2,700 in 1999 and Tk. 2,800 in 2000, based on 
outstanding loan portfolio and the number of active borrowers (referred to in Bangladesh as 
“outstanding borrowers”).  
 
Pricing scenario 
CDF Statistics (up to December 2000) indicate that NGO-MFIs charge a variety of lending 
rates. However, most of the NGOs (80%) charge interest rates within the range of 11-15% 
(on flat basis) and 14% of NGO-MFIs charge from 16-20%. With regard to savings, most of 
the NGOs (53%) provide interest rates within the band 6-7% while 22% NGOs provide 
higher rate ranging from 8-10%.  
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In order to cover the high cost of micro lending (to account for cost of funds, risk, etc), it is 
widely agreed that most MFIs need to charge at least 15% interest rate (on flat basis) per 
annum. From the table below it is evident that less than 15% of all NGO-MFIs currently 
charge interest rates on micro-credit that would make their operations commercially viable. 
This approach is consistent with traditional thinking that the poor cannot afford to pay rates 
of interest on micro credit that would be cost covering for the MFI. It appears 85% of the 
microfinance industry in Bangladesh is content to impose” hidden” costs onto clients in the 
form of transaction costs and weekly meetings that are designed to enhance repayment 
prospects.  
 
Two major reasons for the prevalence of below market interest rates on microcredit in 
Bangladesh are that Grameen Bank (which still heavily influences the operations of most 
medium and small NGO- MFIs that follow the traditional Grameen model) has not yet 
adopted lending interest rates sufficient to cover its costs and NGO-MFIs that borrow from 
PKSF are subject to a maximum on-lending interest rate of 15% (flat) per annum. In addition 
to these factors, competition keeps most MFIs from charging lending interest rates in excess 
of 15% (flat) per annum. The few that do charge higher mainly compete on product and 
service quality in order to coax and retain clients. 
 
Despite the fact that the vast majority of NGO-MFIs charge non-cost recovery lending 
interest rates in the range of 11-15% (flat) per annum, the recent trend indicates lending 
rates are ramping up. NGO-MFIs have been raising the nominal interest rates they charge 
on loans over the last couple of years, changing the mode of calculation (from declining to 
flat) that has increased the effective lending rate. These rates incorporate service charges, 
among other indirect means to improve cost recovery, that are not captured when simply 
looking at lending interest rate charged. Several NGO-MFIs in Bangladesh are realizing that 
to be able to compete over the long term, they need to increase their sustainability and that 
they have several means at their disposal to do it. One of the popular means has been to 
shift the interest rate calculation basis from being on declining balance basis to a flat basis. 
Effective interest rates have  risen over the last few years at each of the largest NGO-MFIs.  
 
Service Delivery 
 Microfinance activity has, in fact, originated from the Grameen Bank as spin off product for 
the NGO sector. Grameen follows group methodology. The NGOs have adopted basic 
Grameen methodology with some modifications and change. Normally customers have to 
apply for loans. The loan proposals have to be vetted by the president and secretary of the 
group. Based on their recommendation, the branch manager approves the loan. Loans are 
disbursed in the branches. 
 
Risk Analysis and Management 
It is admitted by many experts that the longevity of an MFI is largely a function of its ability to 
manage risk successfully. Risks can be broadly categorized into internal risks and external 
risks. Internal risks indeed refer to those that can be controlled while the external risks are 
generally beyond control (although sometimes its ferocity can be diminished). 
 
Internal Risks 
Governance and management risk - the viability and sustainability of micro-finance is 
contingent upon good governance and quality management. The present composition and 
structure of the governing body and the management of BT is quite effective and does not 
seem to pose any risks in this respect. However, NGOs’ governance is characteristically 
weak as these are based on the charismatic leadership of one person and as such is always 
a matter of concern. But this is not the case in respect of BT.  
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The overall management of BT does not hinge on a particular person(s). It has built a highly 
cohesive interacting professional team.  However, in case of need, operationally, this risk 
can be overcome by inducting professionally sound members in the governing body with 
exposure in finance and banking and also highly qualified and experienced management 
staff.          
 
The management of microfinance institutions is often vested with inexperienced and 
incompetent personnel leading to deterioration in the quality of services, on the one hand, 
and a failure to maintain the required standards, on the other. Management risk may, 
therefore, arise in providing financial services and in maintaining the viability level of the 
institution. These management risks would arise due to the lack of the following: 
 

• Decentralized operational systems 
• Efficiency of the management 
• Management information systems 

 
However, BT has already addressed the above issues. These do not seem to pose any such 
risks, whatsoever. Despite this fact, it will further strengthen the aforesaid issues and 
meticulously follow the same in the new program.  
 
Portfolio risk  
The entirety of the micro-finance portfolio is concentrated on small loans. Consequently, 
economic upturns and downturns may directly affect the loan repayment capacity of the 
clients. When economic performance is well, borrowers are also in a position to repay their 
loans regularly as scheduled. Inversely, in an economic downturn, borrowers find it difficult 
to repay the loans thus causing a serious problem of loan recovery. Microfinance institutions 
are in general subject to a great deal of portfolio risks. To overcome this problem, BT will 
select good clients and encourage them to invest money in IGAs having good earning 
potential and provide necessary technical assistance to tide over any difficulty. 
 
Default risk  
In the microfinance sector, default risk occurs but it has not yet emerged as a serious issue. 
The recovery rate in the NGO-led microfinance industry is about 90%, which is by and large 
satisfactory. Under normal situations, BT has hardly faced any alarming defaulting situations. 
It is because, BT has designed its loan products, its pricing and the terms & conditions 
suiting needs and capacities of its customers. Like many NGOs, BT is unlikely to face any 
significant default risks.  
 
Subsidy risk  
 Dependence on subsidies threatens the longevity of MFIs and subjects them and their 
clients to risk in the form of possible variations, and especially reductions in future 
subsidized funds. This risk can be mitigated by measures that reduce dependence on 
subsidies. However, BT is gradually pursuing commercial principle and tends to prefer funds 
from commercial sources. In the proposed Phase-V, the maximum donations that BT may 
ask for is 21% of the total fund needed. Compared to the total outlay this amount is not much 
significant. 
 
External Risks 
 
Industry risk  
 The NGO led microfinance industry is still unregulated and uncoordinated. There is no 
performance standards adhered to, by the microfinance NGOs as yet. The microfinance 
market is a segmented market, which suffers from proper competition as the NGOs are 
funded by a variety of finance mix e.g. grants, soft loans and commercial loans. In the future, 
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if the NGOs are subject to regulation, which is very likely, they might be required to comply 
with prudential regulation (to perform with licensing) and self-regulation (which is a less 
stringent form of regulation). However, stiff regulation may produce an adverse impact on 
the freewheeling operations, on the loan size, rate of interest on savings and credit and 
premium on insurance etc. This may trammel and hinder future operations of the NGOs and 
the new entrants in the industry. 
 
Frequent political strike  
 It affects loan disbursement, collection of interest/loan repayment instalment and hampers 
other development activities. These are regular nature of recurrences pertaining to political 
instability and disturbance. This creates problems in achieving targets.  Additional drives will 
be given under duress to overcome this situation. 
 
Natural calamities or disasters  
 BT will operate in central and northwest regions of Bangladesh. The entire northwest region 
is a natural calamity prone area, where draught, flood and hailstorms are almost regular 
occurrences every two and three years. It is because of the very reason that the people of 
these regions are poor. There is a likelihood of adverse effect on the repayment 
performance. These catastrophes may cause great damage to agriculture and eventually 
create repayment problems. At times, it may emerge as a significant risk. 
 
Current Results/Performance 
 
Outreach 
 
Geographical Coverage 
As at the close of December 31, 2004, BURO, Tangail provided flexible financial services to 
4,238 villages in 440 unions in 20 districts through its 90 branches.  
 
Customer Outreach 
The total number of customers stood at 221,366 as on December 31, 2004 since inception. 
BURO, Tangail intends to have 400,000 customers’ coverage by 2005. The net increase of 
the customers during the year was 36,757, which is 20% higher than the preceding year. 
The women constitute more than 99% of the total customers. 
 
The table-1 reads dormant, dropout customers and geographical coverage over the last five 
years period: 
Table-1: Geographical and Customers’ Coverage as on December 31 
 
Year Enrolment Dormant Dropout Active 

Customers 
Village 

Covered 
# of 

Branches 
# of 

Districts 
1999 67,357 1,374 41 5
2000 19,940 10,088 3,944 73,265 1,665 51 8
2001 41,767 10,975 7,520 96,537 2,025 56 9
2002 48,710 13,281 7,520 124,446 2,566 67 11
2003 86,731 20,048 6,520 184,609 3,588 83 18
2004 86,584 44,351 5,476 221,366 4,238 90 20

 
Profile of Savings 
 
Yearly Savings Performance 
As of December 31, 2004, the net savings balance was Tk.308.30 million as against 
Tk.223.63 million in the preceding year. Up to December 31, 2004, the customers had 
deposited a total savings of Tk.1,042.50 million and withdrawn Tk.734.20 million from this 
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savings. The savings registered an increase of 38% during the year, which is higher than the 
preceding year. Yearly savings deposit and withdrawal performance for the last five years is 
shown in table-2. 
 
Table-2: Savings deposits, withdrawals and balance as on December 31 
 
Year Branches 

# 
Yearly 

Deposits 
Million Tk. 

Yearly 
Withdrawals
Million Tk. 

Net Balance 
Million Tk. 

Increase 
% 

Average Savings 
per Customer 

Taka 
1999 45.17 67 670
2000 51 84.49 71.28 58.38 29 797
2001 56 115.80 84.85 89.33 53 925
2002 67 154.99 106.02 138.30 55 1,112
2003 83 232.19 146.86 223.63 62 1,212
2004 90 316.30 231.63 308.30 38 1,393
 
Savings by Product 
The savings products have registered a sharp rise in the balance of contractual savings over 
the last five years as indicated in table-3. Indeed the contractual savings seem to have 
cannibalised the total savings. It appears that many of BURO, Tangail’s customers hold both 
accounts and use the general savings account as a current account while saving for the 
longer term through the contractual savings.  
 
Table-3: Savings balance by product as on December 31 
 

“Amount in Million Taka” 
Products 2000 2001 2002 2003 2004 

General Savings 26.93 38.15 50.87 80.17 100.28
Contractual Savings 31.13 50.82 86.56 140.15 201.80
Time Deposit 0.32 0.36 0.87 3.31 6.22
Total 58.38 89.33 138.30 223.63 308.30

 
In 2004, the contractual savings contributed to 65% of the total savings followed by 33% in 
general savings. Time deposits was, however, nugatory compared to the total volume of 
savings.  Noticeably, during the five-year period, the growth in the general savings was also 
faster as the customers were careful in increasing their liquidity position. The savings 
performance indicates that the customers were not only serious in building the long-term 
security but also the liquidity, which really makes a business sense. The average savings 
balance increased over the years at an improved rate. There are, however, three chief 
reasons behind the phenomenal rise. These are: 

• Trust and confidence to the customers increased. 
• Massive campaign for mobilising savings was launched. 
• Target customers, in general, felt motivated and eclectic to deposit and withdraw 

money any time.  
 
Profile of Loan Services 
BURO, Tangail pursues a set of principles in dispensing loan to its customers. First of all, 
receiving loan from BURO, Tangail is optional and is not linked with savings balance. The 
customers can enjoy prepayment facilities in order to qualify for new and larger loans. In 
addition to an existing loan(s), the customers can avail of short-term loan for meeting the 
emergency needs. BURO, Tangail also provides larger loans called micro-enterprise (ME) to 
the poverty graduates along with limited business development support.  
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Yearly Loan Performance 
Up to December 31, 2004, all branches have disbursed a total amount of Tk.4,855 million. 
Of this, Tk.4,104 million has been recovered leaving with the net outstanding loan balance at 
Tk.751 million. The average loan size (based on cumulative disbursement) during the year 
was Tk.5, 459. The yearly and cumulative loan disbursement and loan outstanding positions 
are shown in the table-4. 
 
Table-4: Yearly loan disbursement and balance as on December 31 
 

Year Yearly 
Disbursement 

Cumulative 
Disbursement 

Outstanding 
Balance 

Average Loan 
Size on Cum. 
Disbursement 

Average Loan 
Size on Yearly 
Disbursement

 # Million 
Taka 

# Million 
Taka 

# Million 
Taka 

Taka Taka 

1999  163,972 784.19 62,328 170.30 4,782 5,223
2000 48,527 301.18 212,499 1,085.36 66,088 213.15 5,108 6,206
2001 74,606 464.64 287,105 1,550.00 82,992 289.79 5,400 6,228
2002 117,170 695.70 404,274 2,245.66 110,792 402.94 5,555 5,937
2003 196,174 1,082.67 600,448 3,327.30 154,528 547.79 5,542 5,519
2004 279,893 1,528.05 880,341 4,855.35 199,822 750.60 5,515 5,459

 
Aging Analysis 
Aging of portfolios indeed show category of risks pertaining to principal amount. If a 
customer misses a repayment, the entire principal amount of the loan is shown as ‘past due’ 
principal. This method allows BURO, Tangail to monitor the portfolio at any point of time, 
with clear categories of risk. BURO, Tangail monitors loan repayment performance through 
the aging of principal outstanding (APO) indicators.  
 
As on December 31, 2004, almost 96.47% of the portfolio has no payments in arrears at all. 
The total overdue stood at Tk.13.67 million (>60 days PAR), which is 1.82% of the 
outstanding loan and 0.28% of the total disbursement. At any rate, the performance of loan 
operations is fairly good up to present. It may be noted that a reserve for loan loss for 
Tk.10.82 million has been accounted for up to 2004. The reserve is pretty higher than the 
required amount of Tk.8.25 million that is intended to offset any risk. The ageing of PAR up 
to 31St December 2004 is shown in table-5: 
 
 
Table-5: Ageing of PAR as on December 31, 2004 
 
 Month> 31 December, 2004 

Ageing of Portfolio – Million Taka 
# Number of Payments in 

arrears # Loan 
Accounts 

Overdue 
Amount 

Loan 
Outstanding 

Ageing 
% 

1 Current Loan 189,926 - 724.13 96.47
2 1-4 Weeks 4,121 1.30 10.93 1.46
3 5-8 Weeks 617 0.55 1.88 0.25
4 9-16 Weeks 672 1.11 2.56 0.34
5 17-25 Weeks 502 1.19 2.20 0.29
6 25-50 Weeks 695 0.96 2.10 0.28
7 > 50 Weeks 3,289 6.79 6.79 0.91
8 Total  199,822 11.91 750.60 100
9 Portfolio at Risk (> 60 days)  13.67 1.82 

10 Portfolio at Risk (> 120 days)  11.10 1.48 
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11 On Time Loan Recovery Rate (OTR) 98.19%  
12 Required LLR 8.25 Million Taka  
13 Actual LLR 10.82 Million Taka  

 
Customers’ Security Funds (Micro-Insurance) 
Up to 31st December 2004, a total of 291,673  clients have been accessed to this facility. 
They have provided a total of Tk.16 million as premium. There were 267 claims that 
amounted to Tk.3 million. 
 
Growth of Revolving Loan Fund (RLF)  
As on December 31, 2004 the RLF has been financed by Tk.331.37 million (38%) from 
customers savings, Tk.159.62 million (18%) borrowing, and Tk.388.92 million (44%) from 
own funds/equity. 
 
Table-6: Yearly RLF as on December 31 
 

“Amount in Million Taka” 
 Particulars 2003 2004 
  Taka % Taka % 

 Equity/Own Fund 
 

296.70 46% 388.92  44%

 Client Savings 
 

244.06 38% 331.37  38%
 Borrowing 108.10 16% 159.62 18%
 Total RLF Employed 648.86 100% 879.91  100%
 RLF Increased 30% 40% 
 Debt Equity Ratio 1.00 : 3.98  1.00 : 2.79  

 
Operational/Financial Self-sufficiency 
BURO, Tangail has achieved both operational and financial self-sufficiency. It has been 
operating as a self-sustaining organization since 1998. However, it has attained operational 
self-sufficiency (OSS) of 164% in 2003 compared to 149% in 2003. On the other hand, its 
financial self-sufficiency (FSS) ramped up to 135% in 2004 compared to 123% in 2003. 
 
Conclusion 
We are always open to share our experience with all microfinance practitioners and 
stakeholders around the globe for our mutual benefits. The cornerstone of our success 
hinges on a number of factors. We follow a client friendly methodology & service delivery. 
We offer a high quality set financial products that are well adapted to the low-income people.  
We give top priority on customers’ choice as to what they want and what they do not like. In 
this context, we regularly review their perceptions on products and services through formal 
and informal market research. Their capacity has been immensely developed in the money 
management to ensure a sustained income flow from there going businesses. Finally, we 
have been able to build a reasonably sound knowledge-based capacity, operational 
management systems and institutional infrastructure. Decision-making has been truly 
delegated to the branches and completely decentralized from the head office. Finally, the 
success of a good business plan requires highly professional staff, appropriate systems and 
practices in the organization, congenial regulatory framework that accesses to commercial 
funding and mobilization of savings from the general public. These issues are real 
challenges to planning and managing the growth of MFIs. However, our success hinges on: 
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Methodology 
A minimalist approach just dealing with microfinance for poverty reduction. 
 
Product and Services 
A high quality set of financial service products and services well adapted to the needs of the 
poor  
 
Clients' Choice 
We were always meticulous to the client’s need, what they want and what they dislike. This 
means BURO, Tangail is careful about customers' free choice. This practice is not generally 
followed by any MFIs. 
 
Business Discipline 
We have made our clients more conscious and brought in our financial discipline. Their 
capacity was developed through numerous training at the grassroots levels. They were 
enabled in the money management properly which fetched and ensured a sustained income 
flow from their respective businesses. 
 
Professionalism 
We built our professionals' knowledge-based capacity and strengthened institutional 
capacity. There is virtually no professional knowledge gap among staffs at all levels. 
Decision-making is delegated to the branches and decentralized from the Head Office, which 
enables them to perform most efficiently and effectively as per program plans. 
 
Harvest Knowledge & Experience 
We could bring in specialization and harvest knowledge and experience from national and 
international arena. The donors and many international experts provided us with timely 
financial support and guidance. 
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Pally Bikash Kendra 
 

Mohammad Hasan Ali1 
______________________________________________________________________ 
 
Introduction  
 
Pally Bikash Kendra was established in 1989, but started its operation in 1990 in 
Egarosindur union in Egarosindur village. It was registered under the social service 
department and NGO affairs bureau, and currently operates under the joint stock company 
mandate. 
 
Following its initial funding from IIRD, PBK also received funding from Oxfam America and 
Canada fund / CIDA. From its fifth year of operation the organization has been running 
without any outside assistance, except substantial support from IIRD to continue PBK’S 
education program for the hardcore poor’s children. This support ended in 2002. BRAC is 
also providing support for several schools and this support is still continuing. 
 
PBK also established a rural industry in 1993 named Bikash Food Products. Currently, 
Bikash Food employs 90 staff and workers, with 50% of them women. Its yearly turnover 
stands at approximately 20.08 million Taka. Bikash Food has also constructed another 
factory in BISIC industrial plot in Kishoregonj district and is expected to start its operation in 
August 2004.     
 
Micro finance was introduced as a programmatic intervention in 1993. Its current 
membership reaches 23,728; among them 18,798 are borrowers. This year PBK also started 
micro finance technical assistance (MFTS) with financial assistance from PKSF. This 
program has given PBK the opportunity to start a poverty-focused program targeting 
hardcore and very poor families. PBK also introduced household consumer credit to 
purchase items like mosquito nets, quilts, mattresses, RCC pillars, and furniture, etc. 
 
PBK’S Target Areas 
 
PBK mostly focuses on Kishoregonj, Gazipur and Norshingdi districts. They also operate in 
Pakundia, Kotiadi, Hossainpur, Kishoregonj Sadar, Bajitpur, Bhoirab and Karimgonj Upazila 
in Kishoregonj district, Kapasia Upazila in Gazipur district, and Monohordi Upazila 
Norshingdi district. 
PBK’S Social Programs 

• Child Development Centre (CDC) 
• Safe Water and Sanitation Program 
• Various Training Programs  
• Rural Nursery and Homestead Plantation  

Economic Programs 
• Rural micro-credit 
• Poultry for hardcore poor 
• Agro based programs 
• Innovative programs: household credit 
• Rural Enterprise (Bikash Food Products) 

 
Rural Micro Credit 

                                                 
1 Executive Director 
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Micro finance was introduced as a programmatic intervention of Pally Bikash Kendra in 
1993. In 1995 PKSF started financing PBK’s rural micro credit program, with financing still 
continuing. 
 
It has a two-fold objective: 
 
To enhance sustainability of the beneficiaries as well as the sustainability of the 
organization. 
Both Oxfam America and PKSF supplied initial funding. PBK and PKSF have signed 19 loan 
agreements, with a loan commitment of Tk. 6 Crore 12 Lac 36 thousand 4 hundred and 95 
Taka, 4 Crore 80 Lac 36,495 Taka funds received, of which Tk. 3 Crore 29 Lac 59 thousand 
625 has been repaid. The remaining balance amount is Tk. 3 crore 51 Lac 87 thousand 272. 
PKSF provides the loan at 4.5% service charge and also gives 6 month’s grace period. 
PKSF also provided 2 million taka in loan money to implement agro based micro credit. In 
addition to its standard micro credit lending for income generation, PBK has been offering a 
specialized program of consumer household credit for the hard-core and very poor with the 
production and distribution of mosquito nets, quilts, mattresses, RCC pillars, and furniture. 
These items are supplied in response to the expressed need of the hard core poor. 
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Strategies for Targeting Hard Core Poor, Very Poor and Less Poor 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Identification of area 
Demarcation of starting and end point 

Conducting survey 

Rating 

Confirmation of target and 
non-target families 

Identification of target and non-
target villages/paras 

Establishment of unit office 

Re-rating after every 3 years 

Graduates/Enterprise loan Progress Inclusion of new members if any 
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Classification of the Poor 
 
PBK designed a new three-tiered system to categorize its beneficiaries 
 

 Hard Core Poor 
 Hard Core Poor-01 

(15%) 
Hard Core Poor-02 (Very 
Poor) 
(10%) 

Less Poor 
(25%) 

 
 
 
 
 
 
 
 
 
 
Characteristics 

• Persons without 
capacity for full 
employment and 
not embedded in 
supportive family 
structures. 

• Family with 
disabilities 

• Physically or 
mentally ill or 
chronically sick 
people 

• Old people beyond 
working age 

• Abandoned children 
of physically 
capable people 

• Completely asset-
less (as abandoned 
women) 

• Landless and 
without homestead 
or permanent 
domicile  

• Floating people or 
migrants (migrating 
in search of 
occasional 
employment) 

• People who lost 
their belongings 
through natural 
disasters (river 
erosion, cyclones) 
and have not (yet) 
been able to newly 
settle  

• Physically capable 
people, but  

• Asset-less to a great 
extent: landless or 
functionally landless 
(below 0.1 acres) 

• Homestead on GOB 
land, relatives land or 
own homestead (often 
people who lost their 
belongings through 
natural disasters and 
have newly settled). 

Physically 
capable people, 
but 
• Resource 

poor with 
marginal 
agricultural 
land (below 
0.5 acres) 

• Own 
homestead 

• Persons 
with lack of 
capital 
skills, 
initiative, 
motivation 
or 
opportunity. 
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Interventions 

• Food support 
program 

• Food/cash for work 
program 

• Emergency support 
• Housing program 
• Safe drinking water 
• Poultry program 
• Sanitation 
• Social forestry 

program 
• Child education 
• Arsenic mitigation  
• Aquaculture 
• Skill training  
• Employment 

generation 
 

• Employment 
generation 

• Skill training 
• Small credit support 

for self employment 
• Employment in micro 

enterprise 
• Vegetable 
• Poultry 
• Child education 
• Social provisioning 
• Aquaculture  
• Water/Sanitation  

 

• Credit/saving 
and death 
benefit 

• Skill training 
• Sanitation 
• Safe drinking 

water 
• Agriculture 
• Horticulture 
• Vegetable 
    cultivation 
Support to self 
employment 
through micro 
credit 

 
 
Start of IGA 
and micro-
finance 

 
• Not possible in 

extreme cases 
• Sporadic by highly 

motivated and 
capable 
beneficiaries 

• IGAs will often fail if 
they are not 
appropriate for the 
family members' 
human resources 
and personal 
capabilities, 
experience, and 
interests. 

• Support to 
specialized 
program/employme
nt generation 
program 

• Involve in micro 
credit program 
especially designed 
for this group 

 
• Train and motivate 

beneficiaries to 
participate in various 
IGA’s 

• Involve in micro credit 
program specially 
designed for this 
group  

• IGAs will often fail if 
they are not 
appropriate for the 
family members' 
human resources and 
personal capabilities, 
experience, and 
interests 

• Support to specialized 
program/employment 
generation program 

 

 
• Various 

skills 
training  

• Support of 
micro 
credit/savin
gs/ death 
benefit 

 
PBK recognized the demand among the hardcore and very poor for financial services based 
on demand driven innovative responses to their needs. Over the years PBK has developed 
pro-poor innovations that are as follows:  
 

• Household consumption credit  
• Broiler program for hardcore poor/very poor 
• Death benefit fund 
• Flexible savings deposit  



 

 48
 
 
 
 
 

 
I will detail below our experience with the demand driven innovation of household 
consumption credit. 
 
Background 
 
In 1999 it was observed that during one of the group’s weekly issue meetings, the whole 
discussion centered on one problem. Staff observed that they discussed mosquitoes. They 
requested our staff to provide mosquito nets on credit. PBK took this demand very seriously 
and decided to undertake a market survey in several villages with a view to assess the 
genuine demand for mosquito nets. Our survey revealed that there is enormous demand not 
only for mosquito nets, but other household items as well. 
 
In response PBK decided to start a production center to produce mosquito nets. PBK has 
been offering a specialized program of consumer household credit for the hardcore and very 
poor in Bangladesh since 1999.  
 
In the course of implementing its general micro finance program, PBK recognized that when 
poor people have access to financial services in the absence of emergency conditions, they 
tend to invest in a wide range of assets that help them build their financial, economic, 
household, and social capital. At the same time, PBK noticed that many hardcore poor 
families had almost no household assets and no access to affordable credit with which to 
improve their situation. These hardcore poor had leaking shelters, not enough food for three 
meals a day, and a lack of warm clothing during the winter months. Such an absence of 
household items impacted negatively on their health status, and by extension, their capacity 
to earn a steady income.  
 
PBK recognized the demand among the hardcore poor and very poor for financial services 
that took into account their already precarious life situation, and offered them an opportunity 
to access necessary household goods. The Household Consumption Credit Program is 
PBK’s innovative response to an expressed need. 
 
Household consumption credit program’s innovation and evolution 
 
Household consumption credit specifically refers to the provision of household consumption 
goods and services through credit to the poorest families who have no capacity and access 
to fulfill their basic needs and maintain and improve their livelihood. 
 
The program began with initial capital of Tk. 100,000 and trained 8 hardcore poor women to 
produce mosquito nets. The production center was established in Pakundia in 1999. Initially, 
medium and large size mosquito nets were produced at a sale price of Tk. 160 and Tk. 200. 
Then mosquito nets were distributed among the members on credit. The weekly installment 
was Tk. 5 only. In this way women were provided with new skills to create and sell their 
products, and were also more able to avoid deadly diseases through use of mosquito nets.  
 
Such a simple, yet until now, untried arrangement was eagerly adopted by the women, and 
the demand for similar opportunities grew. Beginning with just eight women, the program has 
grown exponentially over the past five years and has now created full-time employment 
opportunities for 230 poor women, with a capital of Tk. 4 million. The program continues to 
produce affordable household products for many more poor families. PBK further tailored the 
program to the demands of the poor. Over the years demand grew not only for mosquito 
nets, but also quilts, mattresses, RCC pillars, and furniture, etc. In 2001 PBK initiated 
another survey in all operational areas to assess needs and demands among the hardcore, 
very poor, and less poor. It was found that there remained a Tk. 140 million unmet demand 
for soft credit even among the poorest families in all of PBK’s operational areas in three 
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districts. This discovery reinforced PBKs idea for a more comprehensive consumer credit 
program, and led to further assessment of needs and affordability. 
  
Household items distributed 
 
Sl. 
No. Particulars Distribution Installment Price Persons 

employed 
Daily 
income 

1 Quilt 11,000 13 520 80 70 
2 Mattress 7,500 11 440 80 70 
3 Mosquito Net 11,516 4/5 160-200 10 80 
4 RCC pillar 235 75 3000 15 70 
5 Carpentry 289 25-75 - 10 100 
6 Sanitation 12,624 12 520 35 60 
 
This program has been tremendously successful and innovative in helping one group of poor 
benefit another group of poor. PBK has learned that even the poorest families can increase 
their household assets if given access to credit. And crucially, household consumption credit 
is 100% sustainable. 
 
Program Features 
 
The stated objectives of the Household Consumption Credit Program are to:  

• Provide necessary household items at a fair price. 
• Assist the poor to build their own assets. 
• Increase social dignity. 
• Improve working ability of the poor by protecting their health. 
• Create employment opportunities. 
• Reduce child mortality, improve maternal health, and combat disease. 
• Empower women. 
• Increase family level income. 

 
The program is currently operating in several production centers. They have created full-time 
positions for 230 women who produce: 

• Mosquito nets 
• Quilts 
• Mattresses 
• RCC pillars for house construction 

 
PBK credit policy allows an individual to take more than one item with a maximum loan of 
Tk. 400. Upon repayment of the first loan, Tk. 600 to 1,000 is the maximum borrowing 
amount. Repayment amounts from Tk. 5 to Tk. 13 are made weekly. 
 
The total estimated investment in the program amounts to Tk. 4 million, with estimated net 
profit per year at 10%. The program is managed by a technical staff of 10, who also work for 
the general micro-credit program and maintain accounts in the same way. 
 
Lesson Learned 

• Household consumption credit is 100% sustainable credit. 
• Health status can be improved especially among women and children. 
• Confidence can be enhanced by creating household assets. 
• Response among the poorest is enormous. 
• Demand for household items has to come from the people. 
• There is great potential to create a profitable business venture. 
• Management capacity among the poorest can be improved. 



 

 50
 
 
 
 
 

 
Concluding Remarks 
 
Product diversification appears to offer new avenues for growth while meeting a broad range 
of client needs. One also can’t ignore community appreciation and the great acceptance of 
demand driven activities. Consumer credit venture also creates direct and full time 
employment. It creates scope for totally sustainable and also profitable business ventures 
that will help to shape the rural economy. Adopting very simple and flexible repayment 
mechanisms will continue to generate enormous demand for the products.  
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Padakhep Manabik Unnayan Kendra 

 
Iqbal Ahammed2 

__________________________________________________________________ 
 
Introduction 
 
Padakhep is a non-political, non-profit and non-government organization (NGO) committed 
to participating in and promoting national development through upgrading the socio-
economic condition of the disadvantaged and underprivileged people of society.  
 
Padakhep started its activities in 1986 with its own resources in the community of a small 
remote village of Barisal District. Now, as a flourishing national NGO of Bangladesh, 
Padakhep expanded its activities in 123 locations of 54 districts, both in rural and urban 
areas of the country with greater zeal and enthusiasm. 
 
Vision   
 
A democratic, just, equitable, capable and poverty free Bangladesh 
 
Mission   
 
To create self-financed, self-employed and self-empowered communities with increased 
capabilities by providing need based services and supports like awareness raising, 
counseling, agriculture, insurance, savings, credit, nutrition, health, sanitation, education, 
gender, environment, social security, marketing, technology, etc.  
 
Goal  
 
To improve the quality of life of the poor and the community as a whole 
 
Objectives   
 
The major objectives of Padakhep are to:  
 

• Enhance the socioeconomic condition of the disadvantaged and underprivileged 
people through undertaking and implementing strategic programs and projects. 

• Assist the disadvantaged and underprivileged people for capacity building and 
ensuring provisions of basic needs like employment, income, health, education, etc. 

• Help build institutions for the target groups that establish their basic rights in the 
family, community and society. 

• Transfer ownership of the organization to the beneficiaries     
 
Principal beneficiaries of Padakhep 
 

• Rural and urban poor people 
• Disadvantaged and underprivileged men, women and children 
• Landless, marginal and small farmers 
• Fishermen and tribal people 
• Adolescent boys and girls 
• Unemployed youths and  

                                                 
2 Executive Director 
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Children - Major Programs/Interventions 
 
Padakhep strives to free the poor people from the vicious circle of poverty, and for this it 
follows a holistic (integrated) program approach.  
 
Padakhep identified the following broad interventions to achieve its goals and objectives: 
 

• Micro Finance 
• Agriculture 
• Education 
• Health 
• Water and Sanitation 
• Nutrition 
• Gender 
• Environment Promotion 
• Arsenic Mitigation 
• STD/HIV/AIDS Prevention 
• Mainstreaming Street Children 
• Rehabilitation of the Disabled 
• Counseling 
• Awareness Raising 
• Advocacy and Governance 
• Social Security/Recreation  
• Marketing 
• Technology Transfer 

 
Staffing Strength of Padakhep 
 
1250 total staff;  35% female and 65% male 
 
Padakhep Values 
 

• Commitment  
• Dedication  
• Accountability  
• Honesty  
• Transparency  
• Punctuality  
• Dignity  
• Serving Humanity  
• Team Work 
• Institutional Practice  
• Innovation  
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GENERAL BOARD 
CONSISTS OF 21 MEMBERS

EXECUTIVE COMMITTEE
CONSISTS OF 08 MEMBERS

DIRECTOR 
(Agriculture and Marketing)

EXECUTIVE DIRECTOR 

PRESIDENT MONITORING 
CELL

 

Organogram of Padakhep Manabik Unnayan Kendra 

Manager 
Audit 

Division 

PROGRAM  
MANAGER 
(Micro Finance 

Division) 

PROGRAM  
MANAGER 

(Agriculture 
Division) 

PROGRAM 
MANAGER 
(Street Children, 

Education and 
Gender) 

PROGRAM 
MANAGER 

(Health & 
Sanitation 
Division) 

MANAGER
(HR, Admin 

Division) 
MANAGER 

(Finance 
Division) 

MANAGER 
(Research 
,Planning , 

Development and 
Monitoring 
Division)

Manager 
Training 
Division 
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Development Approach and Strategy of Padakhep 
 
Padakhep follows a holistic approach of development. The principal strategy of Padakhep in 
managing the programs is to follow a participatory development approach involving and 
activating both the stakeholders and the beneficiaries as development partners for the 
sustainable development of the poor and the community as a whole.  
 
Some specific approaches are: 
 

• Bottom up, participatory and flexible development approaches suiting the objective 
and conditionality of the development partners, overall organizational strategies, as 
well as the goal.  

• Research is an integral component of Padakhep’s activities. Before undertaking a 
program, it usually conducts survey/research, and based on survey/research 
findings, it chalks out the strategy and approach for implementing the 
programs/projects. 

• Emphasis is given on underprivileged and disadvantaged women and children, and 
particularly on empowering the poor. 

• Generally following group and holistic approach of development, Padakhep assists in 
forming  beneficiary groups, provides technical and financial support, and implements 
the programs in the light of the decision taken at a group level. Padakhep tries to 
ensure participation of all the adult members of the beneficiary’s family/household in 
order to facilitate/develop a sense of partnership/ownership. 

• Emphasis on both rural and urban development   
• Priority on environment promotion and sustainable development through continuous 

mainstreaming environment promotion activities  
• Emphasis on reducing financial dependency and attaining sustainability. Padakhep is 

striving to increase self-sufficiency of the organization through undertaking different 
measures towards cost-effective income generating ventures. 
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An Overview of the Micro-finance Programme and its Products 
 
Micro Finance, the basic program of Padakhep, is an integrated multi-sectoral development 
effort designed to cater to the needs of the target group people while giving special 
emphasis to underprivileged women in rural and urban areas.   
 
Micro finance Program objectives are as follows: 
 

• Make credit available to the poor and helpless that do not have access to existing 
(formal) credit facilities. 

• Help to create self-employment and sustainable income for the poor. 
• Help to create self-employment and sustainable income for micro and medium 

entrepreneurs.  
• Mobilize savings for the poor 
• Reduce dependency on moneylenders. 

 
Micro Finance Program Approach/Methodology 
 
Padakhep follows an integrated approach where it provides need-based non-financial 
services which helps to maximize the income of the borrowers. Padakhep also follows a 
family approach instead of concentrating on the individual borrower. 
 
Major Micro Finance Products 
 

• Micro Credit 
• Micro Savings 
• Micro Insurance 

 
Innovation of Products 
 
Padakhep innovated different Micro Finance Products. Padakhep received an innovation 
award for its Micro Finance Program with Street Children from the Consultative Group to 
Assist for the Poorest (CGAP) in 2000. 
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Over view of the Mainstream Credit Products  
 

Name of the 
product 

Objectives Target Groups Selection Criteria Samity 
Formati
on 

Samity 
Meeting 

Loan 
Size 

Repayment 
Procedure 

Insurance 
Coverage 

Private 
Facility 

Duration of 
Loan 

Service 
Charge 

1. Sustainable 
Refinancing for 
Enterprises and 
Technological 
Improvement-
Loan (SREESTI) 

1. Help to create 
self-employment 
and sustainable 
income for micro 
and medium 
entrepreneur.          
2. Re-establish 
the moderate 
enterprises that 
are going to shut 
down due to lack 
of money and 
proper guidance. 

1. Graduate 
Members of 
RMC.         
2. Micro 
Entrepreneur who 
has creative idea 
and should have 
legal trade 
license.                    
3. Educated and 
trained youth who 
don’t have any 
source of money, 
but if provided 
money, can play 
a significant role 
for economic 
development for 
himself as well as 
for the country. 

1. Age between 18-
55 yrs  
2. Should have 
experience on trade, 
management and 
accounts.  
3. Permanent 
resident of the 
working area.  
4. Committed to 
participate on formal 
training, weekly and 
monthly. 

The 
Samity 
will 
consist 
of 5-15 
member
s.  

Samity 
meeting 
arrange 
weekly, 
biweekly and 
monthly. 

20,000-
200,000 

Weekly, 
biweekly 
and 
monthly. 

Has insurance 
coverage.  

Has 
rebate 
facility 
on-time 
loan 
repayme
nt  

6 to 24 
months. 

12.5% (Flat) 

2. Rural Micro 
Credit (RMC) 

Make credit 
available to the 
poor who do not 
have access to 
existing (formal) 
credit facilities 
and to reduce 
dependency on 
moneylenders. 

1. Vulnerable, 
disadvantaged 
and 
underprivileged 
peoples in the 
rural areas, 
especially women 
who want to 
create self-
employment and 
a sustainable 
income for 
themselves. 

Age should be 
between 18-55 yrs 
and he will be 
acceptable by 
society. 

The 
Samity 
will 
consist 
of 15 to 
25 
member
s. 

Samity 
meeting 
arrange 
weekly. 

2,000-
19,000 

Weekly. insurance 
coverage  

N/A 12 months 12.5% (Flat) 
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Name of the 
product 

Objectives Target Groups Selection Criteria Samity 
Formati
on 

Samity 
Meeting 

Loan 
Size 

Repayment 
Procedure 

Insurance 
Coverage 

Private 
Facility 

Duration of 
Loan 

Service 
Charge 

3. Urban Micro 
Credit (UMC) 

Make credit 
facilities available 
to the urban poor 
who do not have 
access to existing 
(formal) credit 
facilities and to 
reduce 
dependency on 
moneylenders. 

1. Vulnerable, 
disadvantaged 
and 
underprivileged 
people in the 
urban areas, 
especially women 
who want to 
create self-
employment and 
a sustainable 
income for 
themselves 

1. Age should be 
between 18-55 yrs 
and acceptable by 
society.     
2. Permanent 
resident of the 
working area.  
3. Participate on 
group approach 
activities.   
4. Committed to 
participate use 
received credit for 
income generating 
activities.    
5. Committed to 
participate on formal 
training, weekly and 
monthly. 
 

The 
Samity 
will 
consist 
of 15 to 
25 
member
s. 

Samity 
meeting 
arrange 
weekly. 

2,000-
19,000 

Weekly. insurance 
coverage  

N/A 12 months 12.5% (Flat) 

4. Financial 
Support for the 
Poorest (FSP) 
project. 

1. To make credit 
available to the 
poor  who usually 
do not have 
access to existing 
(formal) credit 
facilities.                  
2. Help to create 
self-employment 
and sustainable 
income for poor.      
3. Mobilize saving 
for the poor.            
4. Reduced 
dependency on 
moneylenders. 

1. Poor people 
who have below 
0.3 decimals of 
land.                        
2. Unemployed or 
poor people who 
earn less than $1 
per day.                   
3. 
Widow/divorced 
women                    
4. Ex-sex workers   
5. Seasonal daily 
labour                      
6. Marginal and 
landless farmers. 

1. Member of group 
from the target 
population.    
2. Permanent 
resident of the 
working area.    
3. Both female and 
male are eligible for 
membership.                 
4. Participate on 
group approach 
activities.     
5. Age between 18 to 
55 years.  
6. One member from 
one family. 

Samity 
consist 
of 10 to 
20 
member
s. 

weekly 2,000-
5,000 

Weekly insurance 
coverage. 

N/A 12 months 12.5% (Flat) 
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Name of the 
product 

Objectives Target Groups Selection Criteria Samity 
Formati
on 

Samity 
Meeting 

Loan 
Size 

Repayment 
Procedure 

Insurance 
Coverage 

Private 
Facility 

Duration of 
Loan 

Service 
Charge 

5. Micro finance 
and Technical 
Support 
(MFTS) 
Program. 

To adopt the 
sustainable 
income 
generating 
activities and 
Livestock 
Technologies 
by the 
moderate and 
hard core poor 
and acquisition 
of livestock 
knowledge. 

Poor women        
Unemployed 
youth,                  
Small farmer,       
Marginal and 
landless 
farmers. 

1. Member of 
group from the 
target population.    
2. Permanent 
resident of the 
working area.   
3. Both female and 
male are eligible 
for the 
membership.    
4. Participate on 
group approach 
activities.   
5. Committee to 
use received credit 
for income 
generating 
activities.   
6. Committed to 
participate on 
formal training, 
weekly and 
monthly.    
7. Age between 18 
to 55 years.   8. 
One member from 
one family.                

Within 
microcr
edit 
samity, 
5 to 10 
membe
rs 

weekly 5,000-
20,000 

Weekly insurance 
coverage. 

N/A 12 months 12.5% 
(Flat) 
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Name of the 
product 

Objectives Target Groups Selection Criteria Samity 
Formati
on 

Samity 
Meeting 

Loan 
Size 

Repayment 
Procedure 

Insurance 
Coverage 

Private 
Facility 

Duration of 
Loan 

Service 
Charge 

6. Housing 
Loan 

To rehabilitate 
those who live 
their livelihood 
under poverty 
and lost their 
house by 
natural disaster. 

Poor and 
Landless 
people      

1. Member of 
group from the 
target population.  
2. Both female and 
male are eligible 
for the 
membership.            
3. Participate on 
group approach 
activities.   
4. Committee to 
use received credit 
for income 
generating 
activities.   
5. Committed to 
participate on 
formal training, 
weekly and 
monthly  
6. Age between 18 
to 55 years.   
7. One member 
from one family. 

N/A N/A 20000 Weekly insurance 
coverage. 

N/A 5 years 5% (Flat) 
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Name of the 
product 

Objectives Target Groups Selection Criteria Samity 
Formati
on 

Samity 
Meeting 

Loan 
Size 

Repayment 
Procedure 

Insurance 
Coverage 

Private 
Facility 

Duration of 
Loan 

Service 
Charge 

7. Micro 
Credit 
Program with  
Street 
Children 

1. Create 
employment 
generation for 
the street 
children and 
others.           
2. Create 
scope of 
income 
generation.        
3. Create 
marketing 
opportunity for 
the products 
of the 
beneficiaries. 

Street 
Children of 
Dhaka city 
and their 
guardians. 

1. Orphan            
2. Children who 

live under 
the open 
sky.  

3. Children who 
unable to get 
food, shelter 
and 
education. 

N/A N/A 500-
15,000 

Daily and 
weekly 

insurance 
coverage. 

N/A 12 
months 

10% 
(Flat) 
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Name of the 
product 

Objectives Target Groups Selection Criteria Samity 
Formati
on 

Samity 
Meeting 

Loan 
Size 

Repayment 
Procedure 

Insurance 
Coverage 

Private 
Facility 

Duration of 
Loan 

Service 
Charge 

8. Hard core 
Poor (HCP) 

1. To make 
credit 
available to 
the poor  who 
usually do not 
have access 
to existing 
(formal) credit 
facilities.            
2. Help to 
create self-
employment 
and 
sustainable 
income for 
poor.                 
3. Mobilize 
saving for the 
poor.                 
4. Reduced 
dependency 
on 
moneylenders
. 

Beggars, 
floating sex 
workers, boat 
people, slum 
dwellers, 
seasonal daily 
labour, 
bonded labour 
and domestic 
helpers, 
disable 
people 

1. Member of 
group from the 
target 
population.   
2. Permanent 
resident of the 
working area.  
3. Both female 
and male are 
eligible for the 
membership.         
4. Participate on 
group approach 
activities.   
5.Committee to 
use received 
credit for income 
generating 
activities.    
6. Committed to 
participate on 
formal training, 
weekly and 
monthly.   
7. Age between 
18 to 55 years.    
8. One member 
from one family. 

10 to 
25 
memb
ers. 

Weekly. 1,000-
5,000 

Weekly insurance 
coverage  

N/A 12 
months 

9.2% 
(Flat) 
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Savings Products 
 
Weekly, one time voluntary savings, insurance and savings products of Padakhep weekly 
savings and one time savings are mandatory. Seven percent interest is given on the 
savings. Minimum savings is Tk. 5 per week, although members have the option of 
depositing more.  
 
Sustainability Concept 
 
Padakhep strongly believes that sustainability of the organization depends on sustainability 
of the borrowers/beneficiaries. Padakhep’s integrated non-financial services, such as health, 
education, sanitation, nutrition, etc. protect the income loss of a borrower’s family.  
 
Pricing of the Products 
 
Padakhep follows cost recovery approach. So pricing of Padakhep of credit product targets 
for recovering operating costs including cost of funds. 
 
Major Performance Statistics under Micro Finance Activities 
 
Total Members (‘000’)     : 150.0 
Percentage of Female Beneficiaries    : 85% 
Total Loanees (‘000’)     : 120.0 
Loan Outstanding Including NGOs (Tk. Million) : 655.0 
Cumulative Loan Disbursement (Tk. Million)  : 1500.0 
Loan Outstanding (Tk. Million)                : 708.0 
Total Loan Recovered                  : 792.0 
Total Savings Mobilized (Tk. Million)   : 200.0 
Savings Returned (Tk. Million)                : 40.2 
Total Insurance Mobilized (Tk. Million)               : 15.10 
Insurance Claimed Met-up (Tk. Million)               : 0.30 
Loan Recovery Rate     : 99.8% 
Financial Sustainability                  : 95% 
 
Potential Future Challenges 
 

• Future challenges of the MFP are mainly ensuring required funding for meeting 
incremental demands of the borrowers 

•  Friendly Macro and Micro Level policies of the government for practitioners 
• Standardization of Micro Finance practices 
• Cost recovery of program operations 
• Successfully facing the disasters/shocks of operations of the Credit program 
• Development of human resources for successful operations of Micro Credit Program 

 
Conclusion 
 
NGO savings and credit approach is a great financial service innovation for the poor, for 
which poor borrowers’ household economic security has increased. Even poor borrowers are 
now confident enough to face any sorts of sudden disasters and emergencies. Effectiveness 
of NGO credit is obvious - a poor borrower started with Tk. 3000 as a first loan, and now 
after 8 years of borrowing has reached Tk. 50,000. NGO credit is demand driven, and repeat 
borrowings is a clear indicator of NGO credit demand, low transaction costs of the 
borrowers, and other advantages compared to Commercial Bank credit. 
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Ashrai 
Dr. Ahsan Ali 

______________________________________________________________________________ 
 
 

 Introduction  
 
Ashrai (meaning “Shelter” in English) is an NGO working among ethno-linguistic minorities 
living in northwest Bangladesh. There are at least a million of these people (popularly known 
as “Adivasis”) in the region. As a group they face substantial barriers to participation in local 
economic life, compounded by high rates of illiteracy and landlessness. 
 
Founded in January 1991, Ashrai is dedicated to improving the standard of living of the 
minority people it works with and to integrate them into mainstream economic development 
of Bangladesh. Ashrai invested five years testing and refining its operating methodology 
from 1991 to 1995. Ashrai takes an approach based on intensive capacity building to help 
clients build small, informal financial intermediaries. Savings mobilization, institution-building, 
and education/literacy interventions work together to support the efforts of some of the 
Bangladesh’s poorest people to build a base of economic power and self-respect. 
 
 

Fighting Adivasi Poverty  
 
The poverty documented among the Adivasis was extreme, even by the standards of 
Bangladesh and was perpetuated by several factors (Ali : 1991, Alamgir : 1997) : 
 

• 90% are landless, while 76% have no homestead land 
• Most of them (male & female) are day labourers 
• About Tk. 15,000 average income per year per person, while off-harvest employment 

is sporadic  and labour rates fall 
• 63% live in houses with mud walls and thatched roofs and average houses have 1.7 

rooms 
• Credit from local moneylenders carry interest rates starting around the equivalent of 

100% per annum and more 
• There is a well-documented dynamic of indebtedness and land loss in this region that 

has had tragic consequences for the Adivasis 
• Adivasis also sell their labour at a discount of up to 50%, two to three months before 

the harvest 
  Ashrai’s Strategy 
 
Ashrai’s strategy for achieving its goal is to support the efforts of Adivasi women and their 
communities to accumulate their own independent pool of capital. 
 
Implementation of the strategy involves four phases: 

• Investing in human capital and leadership development  
• Incubating savings samities as a first step to rebuilding the economic power of its 

client population  
• Playing the role of a Fund Manager on behalf of the samity and a credit provider to 
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meet demand for credit  
• Emphasis is put on financial viability, that is, the viability of its Financial Service 

Development Program (FSDP) by bringing a balance between income and expenses, 
and maintaining good portfolio quality. (for details see sustainable analysis of FSDP-1 : 
Income Statement, Table-3)  

 
The core Elements of Ashrai Approach  

 
Organize the ethnic minorities and the very poor  

Ashrai mobilizes women in samities primarily from the ethnic minorities. A three-member 
Executive Committee (President, Secretary and Cashier) is formed from the members to 
manage the society. Women from tribal families (one woman from each family) of each 
village (Para) are organized in a society. Members meet once a week and deposit a small 
amount of money as weekly savings to generate their own capital for investment. Members 
borrow loans from the savings fund for their consumption and investment purposes.  Ashrai 
has been organizing the tribal people at two levels, one at the village (para) level and 
another at the Union level. The savings society is the basic unit of the organization and the 
Para Committee (PC) and the Tribal Development Committee (TDC) are for coordinating the 
societies at the union level.   
 
 Savings and credit program of Samities 
The fundamental activity of a society is to mobilize savings from the members to develop 
capital. Ashrai encourages each member to deposit small amount of savings every week. 
Once savings funds are generated, each society is encouraged to revolve the fund as credit 
to the members. Members borrow for different purposes, i.e. for consumption, festival, 
education and medicine as well as for the generation of income. The rate of interest varies 
between 24 to 36 percent per annum, which is paid every month.  At the early stage members 
mostly use loans for family consumption during 'hard' days (September-November). The 
second common purpose of loan is paddy cultivation followed by livestock rearing, handicrafts 
making, and petty trading. samities then borrow from Ashrai to complement their own funds. 
Ashrai has introduced changes during November –December 2003 as a result of a review in 
the management of savings and credit program due to  difficulties faced by the samities in fund 
management and other related problems.  
 
 Financial services from Ashrai 
As the societies and members gain experience in managing loan program, societies may 
borrow from Ashrai to augment funds to meet the increasing needs of credit for the 
members. The process of Financial Service Development Program (FSDP) of Ashrai is simple 
in operation: a tribal Field Organizer (FO) forms societies in tribal villages by including one-
woman member from each household. Ashrai provides loans to the groups for disbursement to 
members. The loans from Ashrai are usually for one year at an interest rate of 24% per annum.  
 

Capacity development for samities 
Human development training is a part of Ashrai’s development strategy. The objectives of 
the training are to raise the awareness and professional skill of the target population and to 
assist them to organize themselves. Staff members of Ashrai conduct training programs in 
the groups. The training is mainly to support the saving and credit program of the societies 
and Ashrai. These initiatives include adult education (Lahanti circles), social mobilization, 
training for skill development in agriculture and livestock, non-formal children education 
(NFPE). 
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 Establish linkage with external development agencies 
Ashrai takes initiatives to establish linkage of samities with various departments of the 
Government of Bangladesh (GOB) and NGOs for tapping other development services for 
this community. 
 

Comparative Loan Policies  
 
As explained above, societies use their savings-capital as loans and borrow from Ashrai to 
meet any shortfall. The practice was to lend for one year and repay that loan normally in one 
installment linked with harvest. However, the borrowers deposited weekly savings and paid  
interest on a monthly basis. Loans from Ashrai were to the samities also for one year. Samities 
used to repay in installments when they could generate cash within the loan period. 
 
Although this practice has been working well at the early stage,  Ashrai found the following 
problems with the expansion of the program: 
 

Repayment of loans declined 
Repayment in one installment or as and when members could generate cash became very 
problematic. 
Samities repaid loans of Ashrai but they kept on defaulting loans from the savings fund. That is, 
credit discipline loosened. 
Cash management in the group became a serious problem because it was difficult to keep 
cash at the village, and transacting with commercial banks in rural areas is extremely difficult. 
 
Based on a broader review encompassing overall operations of Ashrai, Ashrai has reviewed 
the practice and policies of its financial service program. The core elements of the strategic 
changes are as follows : 
 

• Introduce monthly installments 
• No distinction of Ashrai fund versus savings fund by the borrowers. 
• Ashrai acts as a fund manager for the samities by collecting savings and disbursing 

loans from the savings fund according to the established rules 
• Provide loans from Ashrai fund and collect installments 
• Strengthen discipline within the samities 
• Divide income of the financial services between Ashrai and samities according to the 

respective share of funds 
• The interest rates on both remain the same (i.e. 24% on a declining balance) 

 
A comparison of the previous (1997-2003) and present loan policies are given Table-1. 
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Table –1: Comparison between previous and present loan policies 
 
  Sl. 
No. 

Loan policy and 
practice 
(1997-2003)  

                 Revised credit Policies  

 1  Groups disburse Loans 
from  
savings at the group  
meetings.   

Ashrai collects savings and disburses loans from savings 
and Ashrai’s funds according to the decision taken at the 
group meeting within the overall policy framework . Criteria 
has been set regarding institutional strength and past  
performance for loan disbursement .    

 2 Interest rate : 24% per  
Annum  

Interest rate 24 % per annum  

 3 Loan period : samities 
and Ashrai lend for 12 
months irrespective of 
purpose of the loans .   

Loan period will be determined according to the purpose of 
the loans:  
Crop loan : 4-5 months ; a Part of the loan will be paid in 
small monthly installments and the final installment will be 
paid after the harvest period . 
General loan : One year but final repayment date will be 
either before or after the “difficult months” . This may require 
setting loan duration 9 months or 14 months . A Part of loan 
will be paid in monthly installments and the remaining will be 
paid after the two harvest seasons.    

4 One loan at a time  One loan at a time; no multiple loans to the same member. 
 5.  Installments : Single  

Installment. 
Ashrai has decided in consultation with the samities to 
introduce installment system: a small amount to be paid by 
every month and the rest amount at the end of loan period 
(normally at the end of harvest period).  

6 Loan ceiling: 3 times 
the savings 
outstanding. 

Loan ceiling: 3 times the savings outstanding but not more 
than Taka 10,000. The Area Organizer in consultation with 
the Zone Manager may make exception to the ceiling rule for 
members with the groups who have been depositing 
regularly, paid previous loan on time and has the capacity to 
invest larger loan amount. The groups must agree to the 
disbursement of larger loans. It is estimated that about 10% 
members may need larger loans. 

7 Loan is given to a 
group without collecting 
all of Ashrai’s loans. It 
discourages loan 
repayment and 
penalizes good 
borrowers. 

Ashrai will provide repeat loans to members who repay loans 
on time after receiving recommendation from the group. 

8 Emergency loan: 
Maximum period 2 
years; interest rate 6% 
per annum; Funds of 
Taka 8.5 millions 
largely remain unused  

Emergency loan: Under the new policy, in addition to natural 
disaster such as flood, draught, and fire a member may 
borrow from emergency loan funds in case of loss of 
livestock, sickness of bread winner etc. 
 

  
4. Achievement   
The result of FSDP as a whole is shown here. The OSS is shown here excluding HQ 
overhead.  
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Table-2: Result of FSDP (As of 31st December , 2004) 
 

Members : 76,149 
Samity  : 4,532 
Group’s Capital  (Savings & 
Profit)  

: 77.65 million ( as of June 2004) 

Ashrai Loan Outstanding : 78.02 million  
Operational Sustainability : 65% (FSDP-1: 106% & FSDP-2 : 24%)3 

 
Challenges of Ashrai  

The uniqueness of the financial services program has its own challenges are as follows:  
• Although members benefit  most from this program, Ashrai is yet become financially 

viable from the income of FSDP. A projection (see table-3) has been made to plan 
the achievement of financial viability of FSDP-I. 

 
Table-3: Sustainability Analysis of FSDP-I 

 
Year 2004 2005 2006 2007 
INCOME 
Operating Income 

    

Interest on loan 17.06 20.62 22.56 23.14 
Service Fee - - 0.60 0.66 
Non-operating income     
Bank interest 0.08 0.05 0.05 0.05 
Total Income 17.13 20.67 23.21 23.85 
EXPENSES     
Financial expenses     
Interest on loan  0.02 0.45 0.28 - 
DD cost 0.03 0.04 0.04 0.05 
Sub – Total  0.05 0.48 0.32 0.05 
Operational cost     
Salary and benefit 16.74 15.74 16.69 17.62 
Recurrent Expenses 3.92 3.05 3.19 3.26 
Audit Fee 0.07 0.08 0.08 0.10 
SHGs Development  0.10 0.13 0.12 0.13 
Monitoring & Evaluation  - 0.20 0.20 0.40 
Staff Training  0.37 0.26 - - 
Sub- Total  21.20 19.46 20.27 21.52 
Loan loss provision  1.00 1.00 1.00 1.00 
Total Expenses 22.25 20.94 21.60 22.56 
Surplus / deficit  (5.12) (0.27) 1.61 1.29 
 

• The borrowing capacity of Adivasi members is limited to increase loan size similar to 
mainstream NGOs.  

• The high return on savings fund at the rate of 24% encourages accumulation of 
savings that reduces Ashrai’s loan outstanding consequently interest income. 

• Opportunity for investment other then agriculture by the ethnic minority is limited, 
which limits investment portfolio. 

                                                 
3  FSDP-I,  Rajshahi, Chapi-Nawabgonj and Noagoan and FDSP-II Joypurhat, Rangpur and 
Dinajpur District. 
   FSDP-II is a new project. 
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Centre for Action Research –Barind (CARB) 
 

             Dr. Asad uz Zaman4 
              S.M. Abdul Mannan5 

______________________________________________________________________________________________________________________ 
 
 
Overview of CARB 
 
Centre for Action Research-Barind (CARB) is registered as an NGO with the Directorate of 
Social Welfare and NGO Bureau of the Government of Bangladesh CARB started its maiden 
activities in Amtali, Godagari, and Rajshahi in 1998. Though an NGO, along with the 
traditional actives, it has some programmes that are innovative and demand driven in nature. 
 
CARB's Goal  
 
Agricultural reform and rural development through a process of developing, communicating, 
practicing and then implementing innovative ideas 
 
CARB's principles  
 
The vision of CARB is to synthesize concepts, to put them into action in the field and to 
practice and encourage sustainable rural development to the greatest extent possible. 
 
CARB's working method  
 
CARB acts as a 'seed bed' and 'field laboratory' to use, and cultivate, good ideas and see 
that they are put into practice. CARB has local field staff and access to many national and 
international advisers to assist in the development and carrying out of action research. 
 
Scope of CARB's Actions Research 
 
CARB has many long-term objectives and is keen and equipped to work with organizations 
in agri-environmental schemes, agronomy, water management, energy use, social 
development, gender issues, health and education. 
 
CARB's Objectives 
 
There is a wide range of work that is required to reduce poverty in Barind and throughout 
Bangladesh. The key objective of CARB is to assist the farmers in developing ideas in 
commercial irrigated agriculture, water management, crop diversification, crop insurance, 
agricultural product marketing, adoption of appropriate technology in agricultural reform and 
rural development, conservation of natural resources, income generation, welfare of the poor 
and handicapped, sanitation and water supply, greater employment of women etc.  
 
Management of CARB 
 
The activities of CARB are managed by an Executive Committee, which is advised by an 
advisory and a General Committee of all the members. An efficient office and officials run 
the day-to-day activity. 
 

                                                 
4 Dr. Asad uz Zaman, Chairman    
5 S.M. Abdul Mannan, Life Member, CARB Crop Credit Programme 
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Nature of Products 
 
Among the activities, the most promising is the crop credit programme. In the credit 
programme, all the inputs to crop cultivation (which includes Aman, Aus, Boro and other 
cash crops) is provided in kind at the time of its need. No cash is provided and the loan 
account is credited in phases at the time of actual need only. The crop credit for paddy 
cultivation is provided in kind and in 5-15 installments. Due to installment payment and need 
time delivery the cumulative service charge remains at the lowest. The lion share is among 
the landless labour to small farmer group, comprising around 83% of the volume in 2004. 
The credit is provided to the landowners and even the hard-core poor farmers.  The credit 
facility is provided to landless labour for hiring the land locally. "Kot" refers to the lease value 
along with other inputs required for improved/optimum crop production. 
 
Among the rural micro finance activities, the most promising is the crop credit programme. 
The programme started with only eleven farmers having Tk. 0.015 million credits disbursed 
in 1999. The crop credit programme is a demand driven new product under the rural micro 
credit scheme. It is micro credit in size (average Tk.5162/=) and it has some special 
characteristics differing it from the usual credit programmes. It deals with landowners and 
the hard-core poor farmers as well as the landless. The objectives of the Crop Credit 
programme are as follows: 
 

i)  To assist cultivators for more profit from commercial agriculture through the use 
and application of modern inputs, technology and ideas; 

  
ii) To support the actual cultivator – man behind the plough- to attain economical 
sustainability within three years. 

 
Coverage  
 
At present the crop Credit Programme is provided in 7 (seven) upazilas of Rajshahi, 
Naogaon and Chapai Nowabgonj district of North- west Bangladesh. As on November 2004 
the crop credit facilities are limited to 9089 farmers. However, CARB has the permission to 
work for the entire country as a national NGO since September 2003. 
 
Target Clients and their Selection 
 
Farmers either owning land, the landless or farm labourers who have an interest to become 
farmers, and live in the command area of a tube well. They must have experience in crop 
cultivation and be a permanent resident of the area. They must own land (either parental, 
purchased, lease or by share cropping) and the land should be covered by a tube well. All 
the above-mentioned clients have to be a member of CARB group with the name of the tube 
well. The landless women are provided with credit for hiring land to become farmers so that 
they may be socially empowered through improvement of their economic condition. 
 
In selection of borrowers, the land less, marginal and small farmers are preferred. The 
following table- 1 provides a picture of the above facts since inception of the programme. 
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Table – 1: Classification of farmers under the Credit Programme 
 
 
Indicators 
 
Classes Land 

(acres) 

 
1999 
 

 
2000 

 
2001 

 
2002 

 
2003 

 
2004 
 
 

Land less farmer < + 0.5 5 
45.45% 

190 
43.38
% 

390 
43.29% 

1362 
41.84% 

3323 
41.85% 

3735 
41.09% 

Marginal Farmer >0.5 – 
1.50 

3 
27.27% 

104 
23.74
% 

208 
23.09% 

785 
24.12% 

1864 
23.47% 

2051 
22.57% 

Small Farmer >1.50 – 
2.50 

2 
18.18% 

73 
16.67
% 

150 
16.65% 

576 
17.70% 

1397 
17.59% 

1751 
19.27% 

Medium Farmer >2.50 – 
5.0 

1 
9.09% 

47 
10.73
% 

105 
16.65% 

370 
11.37% 

958 
12.06% 

1089 
11.98% 

Large farmer >5.0 0 
0.00% 

24 
5.48% 

48 
5.33% 

162 
4.98% 
 

399 
5.02% 

463 
5.09% 

Total  11 438 901 3255 7941 9089 

 
Delivery Mechanism 
 
The delivery mechanism is as follows: 
 
i) The area is to be surveyed and base line information collected. 
ii) The persons should belong to the command area of a tube well and selected 

primarily as member of CARB group. A credit management committee is formed at 
every tube well with 3-5-borrower members. The responsibility of the management 
committee is to identify and recommend the selection of cultivators, with written 
responsibility to recover the credit. 

iii) Discussion is made on the rules and procedures of the crop credit programme with 
the primarily selected peoples of the command area. The people who agreed to 
CARB's rules and procedures are finally selected as members of the crop credit 
group. Individual application forms for membership are filled in, household surveys 
are conducted and initial savings of Tk 50/= (Taka fifty only) are collected and the 
individual is declared as a general member of the tube well group. 
On the basis of required inputs for modern agriculture and its market value a Farm –
Budget is prepared. This budget is being prepared with the direct participation of the 
cultivators. The farm – budget is variable for different crop season and for different 
areas. The borrowers are provided with an individual Pass Book that contains the 
approved rate of farm- budget. All the transactions are entered in the passbook with 
the signature of CARB representatives. 

vi) A member of a group should apply for a loan just before the crop season through the 
group that is scrutinized by the credit official (Farm Manager) of CARB. The Branch 
Manager of CARB is authorized to sanction the loan on the recommendation of the 
Farm Manager. 

vii) After the sanction of the loan, the borrower can get the inputs of the crop production, 
like seeds, fertilizers, insecticides, irrigation water coupons delivery orders from the 
Farm Managers on request. The borrower has to sign in the printed loan 
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disbursement khatian and produce the same to the Branch Manager to get the 
delivery orders (in  triplicate). 

viii) The borrower will submit the delivery order to the respective dealer to get the 
commodity. The dealer will collect the price of the delivered inputs from CARB on 
submission of the delivery order (DO) in original on weekly/ fortnightly basis. 

ix) The borrower can select the dealer for his convenience and the price and report it to 
the Farm Manager. 

 
Special Features 
 
There are some special features that differentiate the crop credit programme from other 
supervised credit programmes. The CARB personnel keep close contact with the borrowers 
from the beginning of a crop season to develop the awareness among them about the 
following: 
 
Soil Test 
 
Impact and available facilities for soil tests in the field to get the proper dose of fertilizer 
Cultivators can get their soil tested against cash payment or through credit. The charge is 
Tk.100/=per sample for non-laminated result sheet and Tk. 150/=for laminated one. 
 
Seeds 
 
CARB procures seeds of HYV variety from BADC store as a seed dealer. The borrowers are 
supplied with seeds of HYV variety from this stock or from the authorized dealer out side. 
CARB also have contact growing of seed with its borrowers. 
 
Fertilizer 
 
A copy of the soil test result remains with the cultivators and other one with CARB 
personnel. Cultivators select the dealer for fertilizer and Insecticides through a prescribed 
form at the initial stage during signing credit documents. As per soil test result CARB issues 
the delivery order of fertilizer mentioning quantity , rate and total price to the dealer. The 
dealer supply the indented items keeping receipt from the receiver 
 
Insecticide   
 
From the prepared farm- budget for individual cultivators depending on their cultivable land- 
submits their indents for insecticides. Normally application of insecticides is discouraged, as 
there is a continuous programme of Integrated Pest Management. While selecting 
insecticides, insecticides containing POP materials are discarded. 
   
Irrigation 
 
 There is a system for receiving irrigation water from tube wells through producing irrigation 
coupons to the operator. So the borrowers collect irrigation coupons from CARB that are 
being procured by CARB on cash payment from Barind Multipurpose Development 
Authority. 
ii) As approved farm-budgets against individual borrowers, the irrigation cost is supported 
through coupons from CARB.  
 
Risk Management 
 
In case of natural calamity the borrower is provided with a credit facility for the next crop with 
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no interest or penalty. But in case of death of a borrower, the successors of the borrower are 
allowed TK. 1000.00 as rebate for the 1st year of membership and for the subsequent years 
Tk. 500.00 per year with a maximum of the Tk. 3000.00. The money saved as savings by the 
deceased is adjusted against the credit. There is a plan for write-off of the whole credit 
amount in case of death case in future. 
 
Sources of Fund 
 
The fund for the rural crop credit programme is arranged from the following sources since 
inception. The fund is being used in a cyclic manner 
 
 
Table – 2: Sources of Funds 
 
Sl.no. Name of source 

 
Amount (in Lakh) 
taka 

Cost of Fund 

1 Pally Karma Shahayak Foundation 
(PKSF) 
 

228.00 4.50% 

2 National Bank Ltd., Rajshahi 
 

281.00 12%, 11%, 8% 

3 Rajshahi Krishi Unnoyan Bank 
 

20.00 12% 

4 Contribution of regular CARB 
members 
 

49.00 No interest 

5 Savings money of the group (up to 
75%)  
 

45.00 7.5%, 5% 

 Total 623.00  
 
Loan Size 
 
The crop credit size is usually small in amount. The cost of production for the land under the 
tube well is provided with preference to small holders.  It may be seen from the above table 
that around 83% of the borrowers are of land less and small farmer’s category. The loan size 
distribution on a yearly basis may be shown from table-3. 
 
 
Table – 3: Year wise Loan Size of Crop Credit 
 
 
Indicators 
 
Received loans (Tk.) 

 
1999 
 

 
2000 

 
2001 

 
2002 

 
2003 

 
2004 
 
 

> = 2000 
  

11 
100.00
% 

207 
56.71% 

473 
52.50% 

1269 
42.89% 

2656 
40.86% 

2818 
40.62% 

>2000 – 4000 
 

3 
27.27% 

104 
28.49% 

208 
23.09% 

785 
26.53% 

1864 
28.67% 

2051 
29.56% 

>4000 – 6000 2 
18.18% 

73 
20.00% 

150 
16.65% 

576 
19.47% 

1397 
21.49% 

1751 
25.24% 
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  >6000 – 8000 1 
9.09% 

47 
12.88% 

105 
11.65% 

370 
12.50% 

958 
14.47% 

1089 
15.70% 

>8000 – 10000 0 
0.00% 

24 
6.58% 

48 
5.33% 

162 
5.47% 

399 
6.14% 

463 
6.67% 

>10000 0 
0.00% 

24 
6.58% 

48 
5.33% 

162 
5.47% 

399 
6.14% 

463 
6.67% 

Total 11 365 901 2959 6501 6938 

 
 
Service Charge 
 
The service charge rate is 12.5 % (flat) calculated at declining method from the date of 
disbursement of the individual items/component of the crop production. The distribution of 
earned service charge is as follows: 
 
First one third of the earned service charge goes to the credit management committee of 
each tube well with equal share. 
Second one- third of the earned service charge goes to the working staff of CARB as their 
remuneration. 
Last one- third of the earned service charge is the due share of the Credit provider (CARB). 
These shares of earned service charge are only payable to the management committee 
members and working staff of CARB when one hundred percent-disbursed credits are 
recovered. 
 
Repayment 
 
The borrowers have to repay the loan in full by selling the produce within 1 (one) month of 
harvesting the crop. The capital amount and the service charge are realized at a time. The 
borrower can make a payment even before their crop harvest, if they can. Service charge is 
assessed on the day of repayment. Part payment is also allowed. The crop credit 
disbursement and recovery schedule for various seasons may be shown from table-4. This 
disbursement and recovery schedule is being prepared in consultation with farmers, CARB 
management personnel and representative of PKSF. 
 
 
Table – 4: Schedule of Credit Disbursement and Recovery  
 
Crop 
season 

Name of Crop Period of loan 
Disbursement 
 

Crop harvest 
Period 

Period of loan 
Recovery 

Kharif-I T-Aus April-August August-
September 
 

September-
December 

Kharif-II T-Aman June-November November-
December 

December-15th 
Feb. 

Rabi Boro November-May 
 

May-July May-15th August 

Rabi Potato, Wheat 
Mustard & Pulses 
etc. 

October-April December-May April-June 

 
Savings 
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All the loan borrowers are covered under a savings programme to have their own financial 
footings in future. The savings are collected during realization of the loan and ten percent of 
the price of the goods to be delivered before the issuance of Delivery Orders. Individual 
borrowers require to save taka ten per week at the minimum with no upper limit. However, 
the savings must be at least 10% of the price of the delivery ordered components. They can 
withdraw the saved money at any time they wish. They are provided with a Savings Pass 
Book. Service charge is paid at the prevailing bank rate which is five percent at present for 
the savings. Up to date (November 2004) statement of the products: 
 
Crop Credit 
 
Total disbursement               Tk. 10,66,48,351/= 
Total realization   Tk.  8,80,16,307/= 
Balance to be realized  Tk. 1,86,32,044/= (with no over due) 
 
Savings 
 
Total collected                            Tk. 1,05,52,710/= 
Total refunded    Tk. 42,07,793/= 
Balance    Tk. 63,44,917/= 
 
Information on Operation and Sustainability 
 
a) On time collection rate (OTR) :   100% 
b) Portfolio at risk (>60 days)      :    NIL 
c) Operating self-sufficiency       :               60.34% 
d) Financial self-sufficiency        :               59.38% 
e) Loan size (Tk.)                        :             5162/= 
f) Loan officer-Client ratio           :  1:197 
 
The crop credit covers the major part of the CARB activities in rural micro finance. An 
average indicator of the success of crop credit is given above. The year wise operating 
efficiency is provided in the table-5. 
 
Table – 5: Information on Operational Efficiency of Crop Credit 
 
 
Indicators 
 
Operating Efficiency 

 
1999 
 

 
2000 

 
2001 

 
2002 

 
2003 

 
2004 
 
 

Number of members 90 438 901 3255 7941 9079 

Number of borrowers 11 365 901 2959 6501 6938 

Number of Loan Workers 1 8 13 30 48 48 

Member per Worker 90 55 69 108 165 189 

Borrower per Worker 11 45 69 98 135 144 

Loan portfolio 15884 1196768 4382868 14593460 43218639 28382380 

Portfolio per Worker 15884 149596 337143 486448 900391 591299 

Cost/unit of money lent 0.097 0.02 0.016 0.023 0.091 0.033 
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Pricing Policy 
 
The pricing policy is such so that the cost of the finance remains within the reach of the poor 
and at the same time the service provider can sustain. As per the Government directives the 
service charge rate is 12.5% flat. Since the total amount is not disbursed at a time and the 
cost of the inputs are charged to the loan account of the borrower, the cost of service 
remains comparatively much lower than the others.    
 
Challenges 
 

i) Absentee landowner in Barind areas. The landowners live for away from the land. 
The cultivators reside for the seasons in farm house (Bathan Bari), which hampers in 
formation of groups, conducting meetings, etc. 

 
ii) The price of produce harvesting season becomes low which discourages timely 
repayment. 

 
iii) The land of a tube well command area belongs to farmers of many villages which 
hampers gathering them at a place and conducting meetings, collection of loan, 
savings etc. Village wise group formation has been started since last year to 
overcome this problem. 

 
The village money lenders who used to lend money at a rate of Tk.100/= per maund of 
paddy, or one fourth of total produce against irrigation supply, which roughly comes around 
Tk. 1500-2000 per  bigha (33 decimals) are the trouble makers most of the time. Lower price 
of produce just after harvest makes the whole cultivation process a non-profitable one. There 
should be some sort of crop storage facility with part payment at the harvesting season.   
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Presentation 
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POPI (People’s Oriented Program Implementation) 

 
    Mr. T. M. Faruk6 

________________________________________________________________________________ 
 
 

Introductory note 
 
It is a pleasant time for recalling experiences of demand driven micro-credit, which is 
simultaneously challenging as well encouraging because of its role in addressing the needs 
of the hard core poor for empowerment. Along with welfare services to ensure basic human 
rights, POPI provides services to change their socio-economic status from survival stage to 
subsistence stage, and to show them the road to development stage.  
 
It has a mission to establish a process whereby Hard Core Poor (HCP) become able to lead 
secured and dignified lives. POPI’s demand driven micro-finance services have so far played 
a potential role in reaching this mission. 
 
Overview of the Organization 
 
People’s Oriented Program Implementation (POPI) was established in the year 1986 in 
Kishoreganj district in view of the nation’s effort for alleviating poverty and empowering the 
poor through integrated development services. POPI has developed the following programs, 
and under each program, there are several projects working in 40 Upazilas of 11 districts in 
the Dhaka division, Chittagong division and Rajshahi division. The programs are as follows:  
 

• Formal and Non-formal Education for the poor and unreachable marginalized 
children.  

• Preventive and Promotive Health Care.  
• Disaster Management (Preparedness and Response). 
• Agriculture Development for small plot and marginalized farmers. 
• Participatory Livestock Development for marginalized people.  
• Job creation and Income generation.  
• DREAM and MOVE for Hard Core Poor for unreachable marginalized people.  

 
Presently it is implementing 14 projects under the above programs with a staff strength of 
531 regularly paid personnel and 300 paid Volunteers  who have been involved in different 
activities for varying tenures. POPI has its own training centers in Bhairab and Kishoregonj 
Sadar with training facilities for 60 persons at a time in any of above 2 venues.  
 

Micro-finance Services 
 
In the year 1993 it entered in the process and implementation of micro-finance services with 
credit and savings products.  Through non-flexible classical micro-credit operational 
procedures it has helped increase the income and promote the economic development of 
the poor. Through this system it has proved its ability to MFIs and credibility to clientele who 
are considered viable for micro-credit. This classical system  now  has a client coverage of 
53,951 poor in 40 Upazilas of 11 districts and is providing services through 54 Branches.   
 
 

                                                 
6 Assistant Director 
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New Products 
 
In the year 2000 it has brought the Hard Core Poor (HCP) in program coverage by the title 
DREAM (Development and Rehabilitation of Extreme poor through Alternative Means). It is a 
flexible non-classical micro-finance service with other welfare services introduced to provide 
credit to HCP for their increased income. DREAM program in Kishoregonj district was 
evaluated and visited by different agencies and has been proved that HCP can be viable for 
micro-credit for the poor.  
 
In the year 2002 demand driven flexible micro-finance services in Monga areas of North 
Bengal districts have been introduced with the financial assistance from Plan-International.  
 
These new products of micro-finance services have been introduced recently and are 
termed as Flexible Loan, Flexible Savings and Insurances in Monga areas of North Bengal.  
 
New products of micro-finance services for HCP of Haor areas  are termed as Survival loan, 
Survival savings, Subsistence loan, Subsistence savings, Disable loan and Disable savings.  
 
Survival and Subsistence loan Insurance is also introduced at Haor areas. 
 
Differences from traditional micro-credit  products are as follows: 
 
Traditional Micro-credit.  New Products 
1. Loans generate profit from client Loans mainly fulfill subsistence demand of 

clients. 
2. Clients are carefully chosen from 

persons who are viable for micro-credit. 
Unreachable marginalized are chosen who 
remain out of classical micro-credit.  

3. Savings rate is fixed and conditional for 
those viable to receive a loan.  

Savings rate is flexible and it serves the 
financial needs of clients if when needed. 

4. Loan return installments are fixed and 
interest rates are standarised.  

Loan return installments are very flexible and 
interest rates are very low and vary according 
to the type of product.  

5. Savings return is conditional.  Savings can be withdrawn anytime and for any 
amount.  

6. Installments are weekly payable.  No fixed installment, meaning any amount can 
be paid any time (i.e. in a day, week or month) 

7. Second or following loan is disbursed 
only after recovery of at least 90% of 
the total outstand amount with services 
charge. 

Emergency loan is disbursed for any 
emergency within the period of the existing 
loan.  

8. Loan installments can be adjusted from 
savings.  

No adjustment from savings.  

9. Cross Breaking even point within one 
year.  

Cross Break even point in two years or more.  
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Geographical Coverage and clients Coverage. 
 

Type of new product  Geographical 
Coverage.  

# of 
clients 
targeted 

# of 
clients 
covered 
Dec. 2004 

Criteria of clients.  

1.  Survival loan. Nikli, Sadar-
Kishoregonj 

6000 1224 Extreme poor or HCP 
at survival stage 

2.  Subsistence loan  Same  4000 588 HCP at subsistence 
stage 

3.  Disable loan  Same 1500 120 Disable and 
handicapped HCP. 

4.  Survival and  
     subsistence savings.  

Same  10000 1812 HCP at survival and 
subsistence stage.  

5.  Survival and subsistence  
     loan insurance  

Same  - 1812 HCP at survival and 
subsistence stage. 

6.  Flexible loan  Hatibandha 
Lalmonirhat. 

- 2427 HCP at Monga areas 

7.  Flexible savings  Hatibandha 
Lalmonirhat. 

- 2427 HCP at Monga areas 

8.  Flexible loan insurance  Hatibandha – 
Lalmonirhat.  

- 2427 HCP at Monga areas 

 
 

Details of New Products 
 

Survival loan, savings and loan insurance 
 
These 3 products are introduced newly since the year 2000 for the HCP of Haor areas at 
Nikli and Sadar Upazila of Kishoregonj district. These products have been developed to 
meet demands of HCP for acquiring necessary assets to travel from survival to 
empowerment stages. The fulfillment of basic human rights means possessing and 
accessing  physical assets, financial assets, human assets and social assets.  
 
These products, as it is assumed, will contribute to reaching the goal of DREAM which is 
described in the Introduction. The goal is to strengthen the process whereby the 
unreachable extreme poor become able to lead a secured and dignified life. It is a rights-
based program to ensure their entitlements in the society they live.  
 
There are certain indicators to measure HCP at survival stage mainly through assessing 
their ability and accessibility to securing basic needs. The basic needs are as follows:  
minimum nutritious food, shelter, medical support and acceptable income opportunity to lead 
to a dignified life.  
 
The range of the survival loan is as per demand of the loanee to be repayable in one year 
with an interest rate of 6%. The repayment system is flexible and varies from daily 
repayment of any amount to monthly repayment of any amount.  
 
Collectors are called Para Workers and they  belong to the community and stay at target 
villages. Therefore, Para Workers have the opportunity to visit clients at any time repeatedly.  
 
Survival savings is per his/her ability and is returned to savers at his or her need ( per 
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flexible savings return system.) 
 
Survival loan insurance is TK. 10 per TK. 1000 loan amount and is realized one time during 
the loan disbursement. 
 

Subsistence loan, savings and loan insurance products 
 
Subsistence loan is given to HCP at the subsistence stage with a services charge rate of 
8%. This loan is also recoverable within the survival loan repayable system.   
 
Subsistence savings is as per his/her ability per week. This savings is also returned within 
the system of survival savings. Subsistence loan insurance is the same, as in the case of 
survival loan insurance.  
 

Disable Loan and Savings Products 
 
The disable loan is issued to disable HCP only, and the range of this loan depends on the 
demand from the client. The loan is repayable with 2% service charge, as is described in the 
case for survival loan repayment.  
 
Disable savings is TK. 1.00 up to any amount per week (depending on their ability to 
deposit). The return system of disable savings is the same as is described for survival 
savings return.  
 
Para Worker and client ration is 1:2 and 1:15 depending on the area and accessibility.  
 
Cumulative disbursement of the above 3 loan products as of December 2004 is TK. 
2032500, cumulative recovery is TK. 1371744 and cumulative outstanding is TK. 660756. 
 
Cumulative savings is TK. 507083, cumulative return is TK. 270742 and cumulative savings 
outstanding is TK. 236341. 
 
Cumulative loan insurance return is TK. 27220 and cumulative loan insurance outstanding is 
TK. 26220. 
 

Flexible loan, Savings and Loan Insurance 
 
These products have been developed for the hard core poor of Monga areas. Primarily 2 Upazilas (one 
in Nilphamari and the other in Lalmonirhat district) have been taken for these new products. Because 
these products are demand driven, there is no fixed target for reaching needs of target group clienteles. 
These clienteles belong to the hard core poor segment of below poverty level population living at 
Monga prone areas in North Bengal.  
 
A market research has taken place to prepare these new products, and to select and register clients and 
strategies for operation. In market research the following steps and procedure are taken before and 
during operations. 
 
Villages of the Union are surveyed through PRA process in order to obtain as much accurate 
information about HCP’s problems, type of accidents, needs, and coping mechanisms. The 
following steps are taken: 
 

i) Each village of the Union is divided into 6 to 8 part according to its size. There are 
04 sessions of PRA with community people in each part of the village. Problems and 



 

 87

 
 
 
 
 

their remedial measures are identified through these sessions.  Demand for capital is 
calculated by putting a small stick. Problems that families endured throughout the 
year are brought into account.  

 
ii) All types of economic problems of families in a village come out, and  strategies are 
set for reaching the demand of products. Selected clients are oriented on the product, its 
scope and other simple regulations are shared in the presence of Field Manager and 
Loan Collectors. Upon agreement on the process and regulations with clients,  a 
passbook for each registered client is handed over. A passbook represents the identity of 
the client with the services.  

 
Flexible loan product is of 2 kinds. a)  General Flexible Loan.  b) Emergency Flexible Loan.  
 
Each client can receive GFL of amount TK. 2000 and more as per his or her demand for 
one-year term. Services charge for this loan is calculated using the rebalancing method at a 
rate of 3% per month. Loanees can return the loan at their own choice installment every day, 
several times a day , every week or several times a week,  every month or several times in a 
month. There is no fixed day or date. Collector visits loanees every day in their home or 
working place, or at place where he or she is available. During visits collectors can return 
savings to any client upon his or her demand up-to TK. 100 at their meeting spot. Demand of 
savings return beyond TK. 100 is paid from the Branch office. A fixed savings will be kept for 
future safety of clients as well loan recovery. 
 
Emergency loan will be available in case of an accident or any emergency need when the 
person is already enjoying a general flexible loan. The return procedure and services charge 
of emergency loans are the same for loanees as they are in the case of the general flexible 
loan.  
 
Loan insurance is applicable only in the general flexible loan case. Premier is TK. 2.00 for 
each TK. 1000 loan payable every month. It is considered as a safety net in case of sudden 
death of a loanee before repayment of his or her loan. If any loanee dies there will be no 
claim for repayment of the loan or part of the loan. It will be written off from record.  
 
Collectors are appointed from local persons (men and women) of education qualification up-
to SSC or less. Each Collector is responsible for maximum 125 to 140 clients according to 
area and location of the village. One Branch Manager usually looks over fields of 2 to 3 
Supervisors. There is an accountant at each Branch office. Branch offices are monitored by 
a Zonal Manager.  
 
Cumulative flexible loan disbursement as of December 2004 is TK. 3578800. Cumulative 
recovery during the same time is TK. 1055457, and present loan outstanding is TK. 
2523343. 
 
Cumulative savings collection is TK. 1219697, cumulative savings return is TK. 223456 and 
savings outstanding is TK. 996251. 
 
Cumulative loan insurance collection is TK. 35780 and insurance returned is TK. 12120. 
 

Non-financial Services 
 
There are significant non-financial services rendered for HCP clients at Haor areas under 
DREAM. 
 
Clients receive training on gender, human rights, group management, leadership and 
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advocacy to have access to government services. They have motivational inputs and 
sensitization inputs on gender, environment and land rights.  
 
They also receive preventive and curative primary health services from satellite clinics, 
receive disaster preparedness training, emergency survival food packages before and after 
disasters.   
 
Disable HCP receive survival food packets for 60 days during lean periods and movement 
aids.  
 
Homeless HCP and abandoned women HCP receive house repairing materials and financial 
assistance for  their crucial survival needs. HCP receive sanitary latrines and tube-wells for 
safe water to enhance improvement of their health status. Presently there are 10000 HCP 
under DREAM program coverage. 
 

 
Challenges in Operation of new products 

 
Major challenge as feared might come from present MF donors. We fear that, if and when 
they collapse we will seeing growing demands of products by clients.  
 
As the monitoring and supervision and recovery of these products are through person to 
person and door to door visits, it would be a challenge to reach financial self sufficiency of 
new products within short ranges of time.  
 
Challenges may come from the change of global, regional or national political situations 
when fund availability will face constraints. 
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INAFI Bangladesh Foundation  
National Workshop  

On 
Innovating Demand Driven Products and Delivery Mechanisms  

Venue: Hotel Rose Wood Residence Ltd. 
House # 6/A, Road # 13, Block # SW(C) 

Gulshan-1, Dhaka, Bangladesh 

Date: January 17, 2005  

 Programme Schedule of the National Workshop 
 
09:00am - 09:30am   Registration  
Session 1    Inaugural Session  
 
09:30am - 10:15am   Chair 

Mr. Zakir Hossain, Chairman INAFI Bangladesh Foundation 
and Executive Director, BURO Tangail 

Special Guest    
Dr. Rafiqul Islam, Director, NGO Affairs Bureau 

 
09:30am - 09:35am   Welcome Address 
     Ms.Mahbuba Haque, Programme Officer, INAFI Asia 

09:35am - 09:45am   Inaugural Speech by the Chair 

09:45am – 09:55am   Speech by the Special Guest  

09:55am - 10:15am   Background Paper Presentation 
Mr. Atiqun Nabi, Executive Director, INAFI Asia and    
Bangladesh 
 

10:15am - 10:30am   Tea break 
    

Session 2 Case Study Presentations from INAFI Member 
Organizations (MOs) 

 
10:30am - 12:30pm   Chair  

Dr. Atiur Rahman, Chairman, Unnayan Shmannay and CDF  
Presentation of Case studies 

                                                             
                        BURO Tangail 

Mr. Monirul Islam, Programme Officer   
            Pally Bikash Kendra (PBK)  

Mr. Mohammad Hasan Ali, Executive Director 
 
Padakhep Manabik Unnayan Kendra  
Mr. Iqbal Ahammed, Executive Director 
 
Panel Discussion on Case studies 

Panelists 
Dr. Imran Matin, Director (Research), BRAC 
 
Dr. Hassan Zaman, Senior Economist, World Bank            
Open discussion on case studies 
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Session 3 Case Study Presentations from other Organizations  
                                                            
12:30pm - 03:00pm   Chair  

Mr. Mosharraf Hossain Khan, Deputy Managing Director,      
PKSF 

 

12:30pm - 01:30pm   Presentation of Case studies  
ASHRAI 
Dr. Ahsan Ali, Executive Director 
 
Centre for Action Research Barind (CARB) 
Dr. Asad Uz Zaman, Chairman 
 
Peoples Oriented Program Implementation (POPI)                           
Mr. T.M. Faruk, Assistant Director 

 

Panel Discussion on Case studies 

Panelists 
Dr. Sajjad Zohir, Senior Research Fellow, BIDS 

Mr. Dewan A.H. Alamgir, Managing Director 
     Enterprise Resource System Limited 
 
01:30pm - 02:00pm   Lunch  
 
02:00pm - 03:00pm Presentation and Panel Discussion on Case studies 

Continues 

  Open discussion on case studies 

Session 4    Presentations from the Participants  
03:00pm - 04:00pm Presentation from their organizational perspective of 

Innovating Demand Driven Products 
 
04:00pm - 04:15pm  Tea 
 
Session 5    Presentations from the Donors 
 
04:15pm - 04:45pm Donors view on Demand Driven Products 
 
Session 6     Closing Session 
 
04:45pm - 05:00pm   Way Forward and Concluding Remarks 

Md. Rashed Al Hasan, Programme Officer 
INAFI Bangladesh   

 
5:00pm    Vote of Thanks 
     Ms. Mahmuda Akter 
     Programme Officer, INAFI International Foundation  
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INAFI BANGLADESH NATIONAL WORKSHOP ON 

 INNOVATING DEMAND DRIVEN PRODUCTS AND DELIVERY 
MECHANISMS 

DATE: January 17,2005 
 

INAFI MEMBER ORGANISATION 
 

Name Title Organisation 
Mr.Md. Abdus Samad Deputy Director (Program) ASA 
Mr. R. M. Forhad Senior Regional Manager, BRAC 
Mr. Taufiq Z. Rahman Co-ordinator 
Mr. Airf Kibria Senior Manager  

SHAKTI 

Mr.Md. Ataur Rahman Director, Institutional 
Activities TMSS 

Mr. Syed Abul Basher Chairman 
Mr.Md. Shamsuddin Khan Vice-Chairman 

BNC, 
Barishal NGO Coordination 
(BNC) 

Mr. M.  Mosharrof Hossain Finance Director Buro Tangail (BT) 
Mr. M.Siddiqur Rahman Director, Field Operations 
Mr. Mijanur Rahman Khan Asst. Manager, 

Communications 
IIRD 

Mr. Hasan Ali Executive Director PBK 
Ms. Ferdoushi Begom Senior Monitoring Officer UDDIPAN 
Mr. Iqbal Ahammed Executive Director PADAKHEP Manabik Unnayan 

Kendra 
 

INAFI NON MEMBER ORGANISATION 
 

Name Title Organisation 

Mr. Md. Yunus Co-ordinator PAGE Development Centre 

Dr. Ahsan Ali Executive Director 
Mr. Md. Masiur Rahman  

ASHRAI 

Dr. Asad uz Zaman Chairman 
Mr. S.M. Abdul Mannan Board of Director 

Centre for Action Research 
Barind (CARB) 

Mr.M.A.Samad Executive Director Centre for Community 
Development Assistance 
(CCDA) 

Mr. Nipun Sangma Director Safe Save 
Mr.Tariq Mohammed Faruk Assistant Director Peoples Oriented Program 

Implementation (POPI) 
Mr. Md. Wahiduzzaman Coordinator,  

Microfinance Programme 
Jagorani Chakra (JC) 

Mr. A.K.M. Shiarjul Islam, Executive Director 
Mr. Abdul Wahed Senior Development 

Co-ordinator 

Bangladesh Association for 
Social Advancement (BASA) 

Dr. Masudul  Quader Director Dushtha Shasthya Kendra 
(DSK) 

Mr. Fazlul H. Khan Director, Field Operations PDBF 
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DONORS AND INTERNATIONAL ORGANISATIONS 
 

Name Title Organisation 
Mr. Abu Saleh Musa Technical Officer 

Family Economic Security 
(FES) Project 

Mr. Haider Wasim Yaqub Programme Support Manager 
Mr. Tarequl Hoque Co-ordinator, Capacity Building 

PLAN Bangladesh 

Mr.Zahirul Islam Microfinance Specialist Stromme Foundation 
Mr. Refiqul Islam Bhuyan Microfinance Coordinator CONCERN 

 
PANELISTS 

 
Name Title Organisation 

Dr.Atiur Rahman Chairman Unnayan Shamannay  & CDF 
Dr. Hassan Zaman Senior Economist World Bank 
Mr. Dewan A. H. Alamgir Managing Director Enterprise Resource Systems 

Limited 
Mr. Mosharraf  Hossain Khan Deputy Managing Director PKSF 
Dr. Sajjad Zohir Senior Research Fellow BIDS 
Dr. Imran Matin Director (Research) BRAC 

 
CHIEF GUEST 

 
Name Title Organisation 

Mr. Zakir Hossain Executive Director BURO Tangail (BT) 
 

SPECIAL GUEST 
 

Name Title Organisation 
Dr. Rafiqul Islam Director NGO Affairs Bureau 

 
SPECIAL INVITEES 

 
Name Title Organisation 

Mr. Golam Touhid Deputy General Manager PKSF 
Dr. Marie Jo A. Cortijo Consultant INAFI International Foundation 
Mr. Muhammad Taher  Freelance Consultant 

 
INAFI BANGLADESH (Dhaka Office) 

 
Name Title Organisation 

Md. Atiqun Nabi Executive Director INAFI Asia Bangladesh 
Ms. Mahabuba Haque Program Officer (Member 

Service  & Admin) 
INAFI Asia 

Ms. Mahmuda Akter Program Officer INAFI International Foundation 
Mr. Rashed Al Hasan Program Officer INAFI Bangladesh 
Mr. Ahmed Bin Hafiz Finance Officer INAFI Asia 
Mr. Kazi Mahin Mahmood Network Admin INAFI International Foundation 
Md. Ruhul Quddus Shanti Executive Assistant Officer INAFI Bangladesh 
Ms. Karishma Huda Consultant INAFI Asia 
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International Network of Alternative Financial Institutions 
Navana Shefali, Apt # 2D, House #14, Gulshan # 1, Dhaka  - 1212 Bangladesh 

Tel: 880-2-8853576,8811613; Email: inafi.asia@inafiasia.net: Website: www.inafiasia.net 
 


