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Abstract: 

In this Sub-continent, including Bangladesh, micro credit is recognizcd as an 

important weapon for the eradication of poverty. The present research is just an 

attempt to understand the role of micro credi t in the rural development of 

Bangladesh. The main objective of the present research is to know about the 

influence of programs of micro credit provided by government and non

government organizations. The present research tries to understand deeply how 

far these programs were effect ive in the rural development. The research work 

was conducted in the two villages of Tangail, namely Chalagao and Dhanpara. 

For the purpose of this research anthropologica l method or the partic ipant 

observation method was applied. To understand the steps for the development 

and the eradication of poverty it is required to carry out the research work with 

an anthropological or holisti c approach. When an anthropologist is involved in 

a research to understand the influence of micro credit in Bangladesh, the 

researcher should not see only the economic aspects of a vill age, i.e. the 

economic situation or the changes in it, but he or she should also collect 

information about rural famil y system, naturc of kinship, social organizations 

etc .. along with the information related to micro credit. The main objective of 

this research is to discuss and analyze, on the bas is of information collected 

from the field , how far the micro credit played effect ive role in the development 

of agrarian rural society of Bangladesh. To what extent micro credit plays a ro le 

in the rural economy is still a debatable questi on. But it is true that mi cro credit 

may be considered as a step toward rural development and poverty reduction 

only if the loan giv ing government organizations can remove the 

mismanagement in the process of giving loan and if the non-government 

organizations give up their commercial mentality . 
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Proposition: 

The present research work is just an attcmpt to understand the instituti onal 

approach to rural development of Bangladesh. Bangladesh is predominantly 

rural , and agri cul tura l in its main economy. Therefore, the socio-economic 

development of the country depends on the rural deve lopment to a great extent. 

For the last 50 yea rs, different govemment and non-government institutions had 

taken various initiatives at different point of times for achievi ng rural 

development. Among the programs taken for the rural deve lopment, institutional 

credit at the grassroots was very important. It can be said that credit program 

through bank and cooperati ve societi es was the most widely used method for the 

rural deve lopment. We know that Grameen Bank, BROB, Bangladesh 

Agricultural Bank and similar other organizations gave huge amount of credit for 

the purpose of increas ing the production and the economic act ivities of various 

profess ional groups for the rural deve lopment. Moreover, such credit was given 

so that opportunity for new jobs could be created. The main purpose of the 

present research is to understand the influence of the micro-credit programs 

implemented by the government and non-government institutions. Besides, the 

research work tries to know deepl y how far such programs were effective in case 

of rural development. Anthropological method or the method of palticipant

observation was foll owed in the present resea rch. 

Scope lind Importllnce of the study: 

Micro credit was recognized in Bangladesh as well as in other countries of the 

Sub-continent as an important weapon for poverty erad ication. This was also 

mentioned with due importance by the food and agricultural organization of the 

Uni ted Nati ons in one o f its observations. Mosharaff Hossa in in his book 

Agricul ture ill Ballgladesh: PeljorlllGIIC,e Problems Gild Prospects says that 

- 2 -
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Akhtar Hamid Khan, a prominent educationist and researcher, reali zed this long 

back. So he introduced agri cultural development programme through cooperative 

sys tem fi rst in the Kotwali Thana of Comilla di stri ct, which was later, spread 

over the entire di strict. That program included the system of small-scale credit 

and sav ings by the small groups of peopl e. Farmers were supplied necessary 

agri cultural inputs according to their demand. Such agriculhlral development 

acti viti es were conducted by the primary farmers assoc iati on at the village level 

and by the central cooperative society at the Thana level. This cooperati ve 

system proved to be highl y successful till the middl e of the 70s of the last 

century. Then the Integrated Rural Development Program was adopted in order 

to spread this method of distribution of small-scale credit and savings throughout 

the country (Hossain: 199 1, 178 -2 I I). After that all most all the NGOs gave 

spccial emphas is on the distribution of small-scale credit to the non-agrari an 

sector of thc rural economy as a part of their poverty eradication program. Need 

of loan fo r the purpose of economic development is hard to deny. And it is true 

that almost every entrepreneur more or less expects to get loan. But as the source 

of the loan is limited, so it is not possible to give the required loan to"all at any 

given time. N0 ll11aIl y there are two sources of credit- institutional and non

instinttional. 

For the institutional credit, it is required to produce security which many poor 

people, parti cul arl y landless and marginal peasant cannot fulfill. As a 

consequence poor rural families are forced to be dependant on non-institution 

loan, which is of course very expensive. How to overcome this unbearable 

situati on? In order to find out a solution, during the second half of the decade of 

70s of the last century expanded micro credit program was introduced and most 

of the NGOs got involved in it. Later on , nationalized banks and other 

government institutions started the program of the di stribution of micro credit 

- 3 -
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with a goa l of poverty reduction. Those who receive thi s micro-credit are the 

land less and marginal peasant fa milies, particularly their female members . The 

amount of such loan is very small (nornlall y 5-6 thousand taka) and fo r this no 

security is needed. However, a particular group remai ns responsible for 

repayment (something like security) and such yea rl y loan is to be paid back by 

weekly installments. 

Accord ing to the facts provided by the repol1s of different institutional and 

research oriented articles, it is understood that micro credit has been successful 

so fa r the fam il y-wise socio-economi c improvement is concerned and also that 

the rate of repayment is around 97-98 percent, whereas nationalized banks and 

other financial institutions has hopelessly failed to recover loan money. However 

in spite of the success ful contributions made by the micro credit in economic 

development, there are some valid questions too. The question is how far this is 

sustainable in the long run. It is also questioned whether all the poor families are 

benefited in the same degree. There are reasons to doubt the ability of the loan 

giving agencies to carry out their program in the same way in future. According 

to many, from the moral and political viewpoint, the capacity of the micro credi t 

system is very limi ted so far the sustai nab le poverty erad ication is concerned. 

There are al ready lots of debates as regards the role of micro cred it in the 

economy of Bangladesh as a step toward development. The present work will try 

to evaluate the actual progress for the development made by the agencies of the 

micro-credit. The present research work will also try to see how far such micro 

credit contributed to the real empowerment by the female members of loan 

receivers. Lastly the research work tries to analyze how far this credit succeeded 

or fa il ed to cradicate the rural poverty as a whole in Bangladesh. 

- 4 -
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Theoretical framework: 

Matthew B. Miles and A. Michael Huberman, authors of the book An Expanded 

Sourcebook: Qualitative Data Analysis say that theory building re lies on a few 

genera l constructs that subsume a mountain of palticulars. Categories such as 

'social climate', 'cultural scence', and 'role conflict' are the labe ls we put on 

intellectual 'b in s' conta ining many discrete events and behaviors . Any 

researchers, no matter how induct ive in approach, know which bins are likely to 

be in play in the study and what is likely to be in them. Bins come from theory 

and expcri ence and from the general obj ective of the study envisioned. Setting 

out bins, naming them, and getting clearer about their interrelationships lead to a 

conceptual framework (Miles and Huberman: 1994, 18). 

The theoreti cal framework automatica ll y follows the estab li shed theories. 

There forc incase of social research , proof of the existence of events and its 

explanation, justificat ion of the research project to be implemented and 

theoreti ca l fra mework play-leading role. One o f the main tasks of the theory is to 

explain the changes of the variab les and the prediction about the future changes 

of the same. Theory and research supplement each other. In human science or 

anthropology there is a close relation with research and the creation of theories 

and their analysis. NOImall y anthropologists do not go for a research with a 

preconceived theoreti ca l idea. Rather they develop new concept fTo m the 

expe ri ence earned whi le engaged in any research work on any society and go on 

flllther research based on such new concept. 

Ai m of our research is to find out the role of institlltional credit as regards 

poverty erad ication and human development. If we want to go for research on 

such a subject, from an anthropologica l point of view, then first of all we should 

have a clear idea about prevalent research approach regarding the two topics -

- 5 -
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Poverty and Development. Poverty and development are two concepts, whi ch are 

close ly interlinked. The institutional credit system is one of the main models for 

the rural deve lopment and rural poveJiy erad ication in Bangladesh. 

T he government and the NGOs consider our country Bangladesh as a laboratory 

for experimenting how to advance human development eradicating poverty. 

Different types of models are being selected and introduced through institutional 

management authoriti es . Class ica l anthropo logical methods are being applied in 

order to understand the concept of poverty and development and thi s has been 

found to be more appropriate and acceptable. Dr. Atiur Rahman, prominent 

economi st of Bangladesh, analytica ll y described the present micro credit based 

fi nancial s ituation o f Bangladesh. Accord ing to him we have observed many new 

dimensions for the last three decades while defining and explaining poverty and 

deve lopment. Now it is not enough to calcul ate per capita income only in order 

to measure the level of poverty and development. One more impOliant factor is to 

be added and tha t is human development. This is the new concept. As a resul t the 

o ld one-sided concept o f the economists has been changed too. The present 

conceptual framework therefore stands on a higher level than the earlier one. 

Now poverty is seen from many dimensions . There are many definition s of 

povel1y and the methods of measuring poverty is also many. Normall y 

economists and po li cy analysts want to measure poverty in te rms of money only. 

They consider the situation relating to wealth o r propeJiy as the only standard or 

the index for development in order to understand the life standard of any person . 

Thus a poverty line is determined. Anyone, whose income is below thi s line, is 

sa id to be poor. But it is aga in di ffi cul t to calcul ate and measure the income and 

expenditure. It is a highly diffi cult and complex process, as d ifferent socia l 

elements are linked with it. It would be incompl ete and wrong if we try to 

understand any social development onl y by simpl y measuring the level of 

- 6 -
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povcrty wi thout having considera tion for the social situation. Howcver recentl y 

economists have been trying to look for a non-monetary method in order to 

measure the household welfare. One of them is the household asset index, which 

is widely applied. Here it is seen how far the essential household materials are 

available and how far there is scope to be the owner of such things. The method 

of measuring poverty solely on the basis of measuring the income and the 

expenditure of each household is a state concept, which does not depict the entire 

picture of the rea l li fe standard of any fami ly. One can have only a limited idea 

about it. Whenever any fami ly feels threat that is its income may become 

uncertain or be reduced, immediatel y the family would reduce its expenditure on 

food , education, hea lth, and cloth in order to save land, house, and similar fixed 

property. But if there is real attack on his or her income, then he or she is forced 

to leave such property i.e. to se ll it. In order to understand the poverty situation 

and the development, one should understand such vulnerability and the 

livelihood strategy of the people. Only then it is possib le to find out correct 

method to measure the level of poverty and the development, which may give 

more accurate picture. Here coping strategy of a famil y, whose li fe standard is 

under attack, is measured. In order to cope with the si tuation different families 

take different types of initiatives. They not only give labour, they also do other 

types of things. They make material investment (such as housing, buying land 

etc.) . They invest in human capital (health and education). They sn'engthen social 

capital and other relations (friendship, famil y ties etc.). They try to store (such as 

food, money or any va luable thing like ornament). Officially in Bangladesh 

poverty is defined in two ways . One is based on fami ly and the other one is based 

on per capita food intake. In each case there are two borderlines. Those who live 

below the bottom most line are considered to be hard-core poor and those livi ng 

above that line are said to be general poor. To identify hard core poor, the calorie 

intake is determined as 1805 kilo caloric per person. For general poor it is 

- 7 -

Dhaka University Institutional Repository



extended up to 2122-ki lo ca lori c. The income lines detern1ining the higher and 

the lower level of poverty are calculated by adding the expenses of basic needs 

with that of food providing the above-menti oned calori. Such method is not a 

correct one as it ignores the other factors for the human development such as 

education , health , and women empowerment. Only monetary standard can never 

be the correct scale for measuring the total poverty or development in any 

society. So in order to understand or evaluate the steps towards the development 

for the erad ication of poverty what is required is the holisti c approach. And for 

such research anthropol ogical outlook is needed. To understand the holistic 

approach, first of all it is needed to discuss what Anthropology is. According to 

thc known and es tablished definition of anthropology, this discip line of 

knowledge includes human being as a li vi ng being, human society, human 

culture, mankind of all places and all ages, including the present and the past 

(Rahman : 2000 ). 

As anthropology as a sc ience observes and di scusses all aspects of human life, so 

this di sc ipline of knowledge is sa id to have holistic approach. One of its aims is 

to create world outlook among the anthropologists (that is to look into one's own 

society and other's society with equal interest and without prejudice) . Such world 

ou tlook g ives birth to both nationali sm and internationalism. 

According to David and Hunter and Philip Whitten, the editors of the 

Encyclopedia of Anthropology thi s discipline may be defined as the systematic 

study o f the nature of human bei ngs (Hunter and Whitten, eds : 1976, 12) . 

Nanda Serena, the au thor of cultural Anthropology defined anthropology as a 

comparative study of human society and culture. The aim of anthropology is to 

describe, analyze, and explain the various life styles and the culture of the 

different human groups and the societi es and how they cope with the 

- 8 -
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environment. She further said that anthropology is a comparative study, because 

it tries to understand the similarity and the difference between the old and the 

present society (Nanda : 1987,5). 

William A Haviland says, anthropology the study of humankind everywhere, 

throughout time, seeks to produce reli able knowledge about people and their 

behavior, both about what makes them different and what they all share in 

common (Havi land: 1999,5) . 

Accordi ng to Plog, Jolly and Bates, anthropology not only gives attention to men 

of all places and all times, it gives attenti on to every aspects of human life 

stm1ing from physical body construction of human being to other aspects of 

human li fe, such as their creations, world outlook, customs, behavior, 

instruments created and used by them. The authors therefore argue that 

anthropological outlook is holistic. Thus anthropology goes beyond the limits 

created by the other disciplines of knowledge that deal with particular aspect or 

aspects of human bei ng (Plog, Jolly and Bates 1976,5 ). 

For the last few decades there has been a tendency among some anthropologists 

to give emphas is on the research work not onl y about the backward people, but 

also about the advanced societies and their culture. Anthropology, as a modern 

branch of social science is engaged in research on all groups of people, all 

societi es, and cultures. So its approach is said to be holistic. According to Naro ll , 

it is holo-cultural study. He further says, "By holo-cultural study, J mean a 

worldwide survey of all known cultures or all primitive cultmes" (Naroll : 

1973,309 ). 

Professor Anwarullah Chowdhury in hi s book Nribighan (A Study of 

Anthropo logy) analytica ll y discussed about the importance of anthropological 

approach in the development of mankind. The economic theories and models of 

- 9 -
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developmcnt, whi ch had once earned specia l imp0l1ance, have recentl y been 

proved to be failure to bring about real development of rural soc ieties . As aga inst 

those dcvelopment models, recently anthropologists have placed a new 

deve lopment paradigm. They have established a new approach namely 

indi genous knowledge system approach or the development from bel ow 

approach. Modern anthropologists who hold such views laid emphasis on this 

approach whi le creating deve lopment strategy for the societies of the third world. 

Anthropological research can depict the true picture or the core essence of any 

people, society, or culUlre. That is why recently even in advanced soci ety like 

Amcrica or Europe, there is a growing tendency to depend more on 

anthropologists while making and executing development and reforn1 program. 

Even there is such dependency for implementing various types of action program 

taken by the social and culUlral organizations . The universa ll y recognized 

anth ropologica l holistic approach has been app lied in the present research work 

wherc attempts have been made to anal yze the effectiveness of micro-credit in 

two villages of Bangladesh selected for this purpose. In this research work, it has 

been tried to show that the participation of the poor people in the on-going rural 

development strategy, which has been continuing for the last few decades, was 

not at all sati sfactory. Therefore one can understand how great is the importance 

of development from the be low approach as a new development paradigm 

suggested by anthropology. A researcher on micro-credit in rural Bangladesh 

will not see the economic aspect a lone, he or she will have to gather deep 

information about the rural famil y system, types of clan relation, social 

organization etc .. side by side the facts about the pure economic data regarding 

mi cro-credit, because the credit system or the economic activity is deeply related 

with other social structures of the society. If the society established and 

institutional credit system is explained in the context of the rural social sys tem, 

only then it is poss ible to anal yze the real effect of the micro-credit. For such 

- 10-
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analys is it is to be based on the interrelation between the di ffe rent elements of the 

rural soc iety or culture. An anthropologist should have total outlook. Whi Ie 

co ll ecting facts for ethnography an anthropologist perfo rms hi s or her research 

work with this outlook. And this separates anthropology as a discipline of 

knowledge from other social sciences (Chowdhury: 1995,26,53). 

The case of Kula ring of Trobriand Island studied by Malinowski is a class ical 

example. In the in troduction chapter of hi s book "Argonauts of the Western 

Pac ific" Malinowski says that, the primary condition for any work on the theories 

of nati onality is to pay attention to all aspects of any community, social, cul tural, 

and mental, because these are interrelated. It is not possible to understand onl y 

one single aspect in isolation without having other aspects in consideration. In 

this respect he described Kul a ring relation. Kul a as he describes, is a typical type 

of exchange system which being very wide and broad unites the aboriginal 

is landers of the Trobriand Island. According to th is system of exchange neckl ace 

made of red snail is transferred from one island to another in clockwise direction, 

whereas bangle made of white snail is exchanged in the anticlockwise direction. 

Such custom of exchange of ornaments among the inhab itants of the islands 

geographica ll y situated in a circular way li ke a garland brings closeness among 

thcmselves. The methods of exchange of Kula mate ri als are strictly controlled by 

the tradi tional rules and have specific features. The Kula though looks like an 

economi c exchange system is in reali ty a f0 I111al custom and a symbolic 

exchange. Such formal exchange system has two signifi cance, sociological and 

economic (Arefeen ,1992 : 13- 14) . 

From th is example it is understood that Malin owski linked the Kula system with 

cultural trends of the islanders as well as with their economic life, and the myth 

and magic of the island. Here we see Malinowski's holistic approach. We also 

see that researcher is not supposed to concentrate onl y on one subject. The 
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resea rcher engaged in research on one subj ect has the freedom to include and 

relate other subjects for the purpose of the same research. In case of research 

works regarding human cul ture, the researcher doses not analyze any subj ect in 

isolation. The subj ect under research is seen as a part of the integrated whole. 

Any subject however trifling may not be studied in isolation . Researcher should 

see it as a part o f the whole , should find out interrelation with and the degree and 

the causes of the dependence on other parts. Such method of analys is separates 

anthropology from the other branches of social science. 

On the one hand there are big di fferences among the various human societies. On 

the other hand there is commonness in a ll the human societi es. Anthropological 

research takes both aspects into consideration. So the present research work on 

micro-credit gives equal importance to all aspects of rural life of the people of 

two villages under observation, social , political , cultura l, economic, as well as 

cllstoms, prevalent faith and ideas o f the people . 

Objective of the Research: 

The main objecti ve of the present research is to find out how effecti ve is the role 

o f mi cro credit for the development of the agro-based rural society of 

Bangladesh, based on the analys is and searching examination o f fact provided by 

fi eld level study. Besides the research also analyses whether from the point of 

view of institutional approach as regards rural development, the micro credit can 

at all be considered as a weapon for development. For the las t SO years many 

initi ati ves and attempts have been taken at diffe rent times by various government 

and non-government institution fo r the development of this agro-based society. 

Among these steps, one is the micro credit program perfolmed by banks, 

cooperati ve societies and the NGO's and such programs are well known in our 
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- coun try and abroad. The present research has tried to evaluate the institutional 

development programs with the aim of rural development. 

The present research concentrates on the question of women empowerment, how 

far the micro credit contributed to the issue of real empowerment by the women 

in the family, society, and the economic act ivi ty. The research also focuses on 

the changes brought about by the micro-credit in the relation outside the family 

and within the kinship. How far the micro-credit could touch the professional life 

o f the people has also been evaluated. 

Research Methodology 

Anthropology can be said to be a science based on research. By research we 

mean efforts in a scientific way followin g logicall y formulated principle with the 

aim to acquiring real knowledge about any particular subj ect. According to C.R. 

Kothan "One can also define research as a scientific and systematic search fo r 

pertinent inform.ation on a specific topic. Infact. research is an art of scienctific 

investigation." (Kothan: 1994). For anthropological research most important is 

the fieldwork on which depends the result of the research. In order to overcome 

the problems that appeared in the research works on both in one's own society 

and another society, anthropologists extended the limits of the field work so 

much so that there is no branch of knowledge regarding the individual human 

being where anthropological theories and concepts can not be applied. The 

present research work has been conducted applying the pmiicipant observation 

method. However some other methods have also been applied for the purpose of 

coll ecting facts. A short description of the method and the procedure used is 

given below. 

Bangladesh is an agro-based country. Rural social structure and culture of the 

country has been developed on the bas is of agrarian economic acti vity. At 
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prescnt the introduction of much discussed mic ro-credit system has influenced 

the rura l cconomy as we ll as social life of the people to a great cx tent. In ordcr to 

fi nd its effectiveness so as to overcome poverty and to ascerta in whether it brings 

good to thc people to eradicate poverty or causes harm, it is essenti al that there 

should be a thorough anthropological research on it, which should be an 

appropriate step in due time. The question thus ra ised can only be answered by a 

thorough analysis and explanation followin g anthropological method. 

History of the anth ropo logical research work is not a very old one in Bangladesh. 

Such research activities have not yet earned much maturity in our country. So fa r 

anthropologists have been trying to gather deep knowledge about various aspects 

of the human society. Now they are trying to app ly the knowledge so acquired in 

order to solve the various social problems also. 

As the data and the facts coll ected by the anth ropo logical method are considered 

to be more reliab le, rccentl y there is a trcnd in the advanced countTies to consu lt 

anthropologists whilc making pl ans for deve lopment work . Because the 

anthropologists can provide most reliable information as they have the ability to 

mix with people of both the devcloped and the underdeve loped societi es 

thoroughl y and thus they earn the confidence of the people, which is essential for 

co llecting reliable information. 

Below there is a li st of research studies, which have been used in order to 

unde rstand the society and the culture of Bangladesh. Those are - A Bangladesh 

ViI/age: A Swdy of Social Stratification wrote by AnwaJTuliah Chowdhury, 

l/zagrapllr: Poor Peeasallts alld Women in a ViI/age in Bangladesh wrote by 

J .A rens & l.V . Beurden, Elusive Villages: Social Structure and Community 

Organization in Rural East Pakistan wrote by P.l. Bertocci, Changing Agrarian 
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Sirucillre in Bal/gladesh : Shilllulia A Sllidy of a peri-urball Village wrote by 

H.K .A refeen etc .. 

In anthropological research vanous methods are used or it can be said that 

different methods arc applied in different ways. For example, participant 

observation method, in formal interviews and use of personal documents or some 

other method, all can be applied in the same research work si multaneously. The 

use of various types of methods depends on the subject of the research and the 

specifi c requirement of the researcher. The present research work has employed 

several methods, which are as follows: 

• Participant - Observation 

• Houschold Survey 

• In formal interviews (Interview Schedule) 

• Use of Key informant 

• Use of fi eld notes! diary 

• Case study 

• Use of maps 

• Use of books and documents 

• Coll ecting information through Internet 

Pll rtici pa n t -Observa tion 

Participant observati on is a research methodology for human studies that place 

the researcher in direct contact with people in everyday Ii fe settings (Pelto: 

1994). In participant observation, the researcher actively participates in the daily 

life of the group of people being studied. He!she watches events as they occurs, 

reactions of the members to those events, their behav ior at the time of OCCUITence 

of the events etc . and interacts with them as naturally as possible. The 
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assumption is that the reality can be better comprehended through such a total 

involvement. If s/he is staying in the same group s/he belongs to, slhe is a 

genuine participant (Sufian : 1998,97). This is one of the strategies adopted in the 

an thropological research work. In the present research this strategy has been 

used, because in-depth field study can be possible only by direct observation. 

Through this method It is possible to understand the influence of the micro-credit 

in rural society more effectively. 

The researcher observed the villagers directly and very closely by stayi ng in the 

study area, i.e. in the two villages of Tangail district for one year. By paJiicipant 

observation we mean that the anthropologist or the researcher should stay among 

the concerned people and be related with their behavior pattern and customs. Tn 

this case the researcher involves him/herself thoroughly with the daily life of the 

people concerned. As an active member of the patiicular community the 

researcher keenly observes the daily happenings, the behavior pattern of the 

people and any changes that may occur in their behavior pattern. Sometimes the 

researcher mixes up with the people so intensely that he or she can learn their 

language and conversational pattern. The task of the observation is to mix with 

the people concerned in such a way that the observer can get a total and unbiased 

view about thei r life style. So he or she should acquire such qualities that would 

help him or her to mix with a di fferent group of people thoroughly. Such quality 

is of course dependant upon the nature and structure of the particular community 

of people concerned and also dependant on what is to be observed. If the 

researcher is tolerant and friendly then he or she can easily cope with the 

situation of the area under research. The present researcher is acquainted with the 

locality and Illany of her relatives live there. Therefore she did not face any 

mental obstacle to think herself as a Illember of the society of the area under 

research. The other members of the society were not particularly conscious about 
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her presence therc. Therefore the researcher could eas il y and in a vcry natural 

way collect reliabl e information. 

Household survey 

Survey method IS a well-estab lished and important method for fact finding 

investiga tion in social rcsearch. Here the researcher decides beforehand what 

informat ion he or she wants to collect. Researcher prepares the survey material s 

in such a way that infomlation necessary for the research can eas ily be collected . 

In the present research work the household survey was conducted in two villages 

namely Dhanpara and Chalagao in Tangail di strict. Through each and every 

household survey it was poss ible to get a primary impress ion about the villagers. 

Through survey household information about the gender, age, educational 

qualification, main occupation, secondary occupation, religion, marital status, 

amount of land of the villagers were obtained. Further it was also known which 

of them took loan from banks or NGOs and from which organization. The 

infonnation was collected in a correct and systematic way and they were placed 

in a wel l-pl anned table. The information collected by the household survey were 

analyzcd and used for the purpose of research. The members of those households 

who took loan from government or non-government organizations were se lected 

and separated from the rest. Then those who took loan were interviewed in an 

informal way. Each and everyone were interviewed separately. From the 

household survey and the informal interviews a clear picture about the household 

affa irs of the people of the loca lity could be obta ined. This infornlation was later 

used for the analysis of the result of the research, which had enreached the result 

fu rther. Among those who took loan, some appeared to be more interested. They 

werc speciall y se lected as a part of simple random sampling. In this way 

information were collected from 133 persons of the two villages under research. 

100 persons from Dhanpara and 33 persons from Chalagao were thus 
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in te rviewed on the bas is of the interview schedul e. The informati on thus obtained 

th ro ugh open questions and answers were analyzed afterwards and used for the 

purpose of the research. 

I nformal interview 

Informal or unstructured intervi ewing can provide a greater breadth of data than 

the other types, given its qualitative nature. Malinowski's 'Day in the fi eld' shows 

how very important unstructured interviewing is in the conduct of fi eldwork and 

clea rl y illustrates the difference between stmctured and unstructured 

interviewing. Malinowski has some general topics he wishes to know about, but 

he does not use closed-ended questions or a fOlmal approach for interviewing. 

What's more, he commits (as most fi e ld-workers do) what structured interviewers 

would see as two 'capital offenses' : (a) he answers questions asked by the 

respondents, and (b) he lets his personal feelings influence him , thus he deviates 

from the ideal o f a cool, di stant, and rational interviewer (Denzin: 2000, 65 2 ) . 

In case o f infonna l interview who takes the interview does not have any pre

deci ded question generall y. He or she takes interview of different persons in a 

very homely atmosphere. As there is no pre-decided question , so he or she has 

relati ve ly more scope or liberty to ask questi ons while w riting down the gathered 

in fo rmati on, that means there is more fl exibili ty. Pre-determined strategy is 

relati ve ly less used . Those who answer have also relati ve ly more freedom in case 

of such infomlal interviews. The researcher also encourages them to answer 

free ly. Those who answer are normall y encouraged to give detail account of thei r 

experi ences, their opinions, and other related subj ects. While answering, they 

very often explain things in their own way. It is true that in anthropological 

research, informal interviews are more used. In the present research work, it was 

possible to get most in fo rmati on by this method. 
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Use of Key informant 

In some soc iety or cOllllllunity there are some persons, who because of hislher 

knowledge or experience or any other reason can provide wide range of reliable 

informati on about the community he or she belongs to. Such person is sa id to be 

we ll -in formed inforlllant. He/she is considered to be chi ef/key informant so far as 

the anthropological research is concerned. Researcher keeps regular contact with 

such person. Even after the fi eldwork is completed, the researcher takes his or 

her help if needed. Parti ci pant- observati on is essential for checking and 

evaluating key infornlation data (Pelto : 1970, 98) . In the present research work 

a coll ege student worked as key informant. He studies in a local college. He has a 

clear idea about all matters of the vi llage. Because of hi s extreme eagerness he 

hilllself showed interest in the research work. In case of any crisis or danger he 

always stands by the side of the people. So he is known to be a good boy by all. 

With his help it was easil y possible to go to the houses of the vi llagers and 

collect information . 

Hc also tried his best to provide inforlllation and thus help the research work. 

A ftclward the information he gave was compared with the other information 

given by others and it was found that most of his infornlation were correct. He 

never tried to mi sguide the rescarcher by giving exaggerated report or 

unnecessary infonnation. Even after the fie ldwork was completed, the researcher 

had regular contact with him over phone. Whenever it appeared that some 

information is incomplete, he was immediately contacted to fill-up the gaps by 

providing more and complete infornlation. Much deep infornlation regarding 

fallli ly structure, va rious types of village contradictions, nature of kinship, 

economic activities, situation of the societies etc. was obtained from him. 

Wi thout hi s help it would have becn vcry difficult to get such infomlation in a 

normal way. 
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Howevcr, in somc cases if the researcher becomes too much dependant on the 

chief informant, then the va lidity of the infonnation prov ided by him may be 

questioned. In some cases he or she works as an interpreter to the researcher 

within the fi rst few days of his or her fi eld work. 

After mi xing with the people sincerely, the researcher can find out someone as an 

honest and devoted chi ef informant. In most cases some energetic persons of the 

vill age may come fo rward to help. For any Bangladeshi researcher it is not 

difficult to fi nd out one key informant if the researcher is we ll acquainted with 

the rural cul ture of Bangladesh. But for a fore igner it is a bit diffi cul t to fi nd out 

one reliable key in fonnant. However, it is to be remembered that while talking to 

the informant, the researcher should show respect to the soc iety under research 

work. The researcher should not say anything that might hurt that paIiicular 

society or culture. 

Use of fi eld notes / diary 

One of the main essential methods of fi eld research is the use of field diary or 

notes. Whi le engaged in the research, the researcher wri tes down in his or her 

diary or notebook whatever he or she sees in the surrounding and all the 

in fo rmation he or she gets. Later the researcher reads and analyses them and tries 

to understand whether the in fonnation obtained are enough or not, whether there 

is any need for further search for more info rmati on or not. While writing the 

research paper the researcher may use the facts or in fo rmation from the 

notebook . If each in fomlation is written down in diary or notebook while 

engaged in research at fi eld level, then it becomes eas ier to write the research 

paper. There are two tasks for an anthropo logist. The first one is to acqu ire direct 

experi ence by keenl y observing dail y li fe style of any parti cular group of people. 

And the next task is to write down all these acquired knowledge through direct 
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experiences and other observcd things related to the subject of the research in a 

sys temati c way. While writing the notes a ll the names of places, time and the 

names of particul ar person or persons should be clearl y mentioned . Thus the 

practi cc of writing in the da il y di ary in detail is not only needed for the parti cular 

rcscarch, it may also help others to develop new ideas beyond the subj ect matter 

of the research for whi ch it is written. It remains as a va luable document. 

Use of case study, maps, books and documents etc. 

Us ing case study, photographs, maps and documents -such methods have also 

bcen used in the present research work. Case study is a widely used method in 

the social sc ience. The meaning of case study is to separately study and write 

down any signifi cant event in detail s which is some how related to the subject 

matter of the research. Alan Bryman in hi s book Social Research Methods wrote 

that the most common use of the term associates the case study with a location, 

such as a community or organization. The emphas is tends to be upon an intensive 

examination of the setting (Bryman: 200 1,48). The research goes deep into the 

event and fi nds out detail in fo rmation. Such case study helps the researcher to 

understand more clearl y any parti cular aspect of the subject under study. In the 

present research work on micro-credit 1:\'10 case studies have been added. 

Besides , fi ve maps (Bangladesh, Tanga il di stri ct, Kalihati thana, Dhanpara and 

Chalagao) are attached to it so that geographical situation can be better 

understood. In any research work use of secondary sources or the use of books is 

important too. While preparing thi s paper many books, j ournals, info rmation 

from in ternet and va ri ous research papers have been used . The sources or the 

books which have been used fo r the purpose o f writing the present research work 

are mentioned in the references which are attached herewith. 
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Internet Sources: 

Researchers regularl y use facts and ideas from internet sources to complement 

those derived from traditional print sources. The internet is a vast international 

computer network orig inall y developed in 1969 to faciliti es the work of scientists 

and engineers at unive rsi ti es, laboratori es , and such government agencies as the 

National Aeronautics and Space Administrations (NASA). Even those who are 

familiar with the World Wide Web find that using it to do research requires 

practice and training as it is needed to use a library (Gibaldi : 1942,20) . In this 

present research informati on was collected from internet source. 

Literature review 

Anwarullah Chowdhury's - Agrariall Social Relation ami Developmellt ill 

Bal/gladesh was published by Mohan Primlani Oxford ISH publishing co. New 

Dehli - 11000 in 1982. The book was written by making synthesis of the 

secondary sources with the theoretical concept. In the first pmi of the book there 

is a di scuss ion on the mode of production in an agrarian society and also on the 

agrarian class structure of the society. There is a critical review about class 

relation in the rural society, the role of kinship, and the rural power structure. 

This portion of the book is helpful to understand the mode of production in 

Bangladesh and the politics of the rural society. In the second pali of the book 

the author makes a criti ca l anal ys is of the rural development at di fferent stages in 

Bangladesh. In the 5'h chapter of the book the author reviews the historic 

perspective of the rural development. He g ives a detail account of all the historic 

stages st3liing from permanent settlement act 1793 to the establishment of 

BARD and of the periods of rural development after the independence. In the 6'h 

chapter there is an analysis of the programs of the government for the rural 

development. Reader can get a comprehensive idea about the instinltional steps 
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taken for the development in our country. There is however no detail discussion 

on the subj ects related to development at the non-government level. 

Dr. Md. Abul Quasem - BUllgludesher Grumeell Krishi 0 Grumeell Ortholleeti 

(A book on Agriculture and Rural Economy in Bangladesh) was published by 

Palok publisher from Dhaka-IOOO, in 2005. Writer is a well-known agro

economist of Bangladesh. He wrote thi s book having based on recently published 

research reports and essays. The book is helpful for all the readers, teachers, 

snldents, and research workers to understand the present situation in agriculture 

and to come to correct conclusion. The book deals with the subjects like 

introduction of modern technology and spread of the commercial activity in the 

agrarian sector since the decade of 90s, the increase of agricultural products and 

its market, necessary amendments in the agrarian policy, globalization, 

environment etc. which are related to agriculture as well as the entire rural 

economy. In the last decade the fast spread of the new agricultural technology 

made significant changes in the agrarian sector. The process of diversification of 

agriculnll·es advanced much in Bangladesh and agrarian policies are being 

regu larl y amended to accelerate the process. According to the author, the policy 

makers of the country are quite aware of this situation and that is why 

government is providing financial help and institutional cooperation to private 

sector and the NGOs. He has given a description of the agrarian situation of the 

country having based on hi s personal experience and the infornlation 's obtained 

from the secondary sources. Moreover he has given a description of the 

distribution and the use of institutional agricultural loan in the agrarian sector. 

In the book the author upheld the necessity to be more active and efficient 

regarding timely distribution of institutional credit and its proper use, the 

increase of productivity and repayment of the loan. It is very important to make 

bank loan less expensive and easily available to the peasants, according to the 
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author. In thi s book the discuss ion is limited with the written periphery centering 

round the agrarian sector onl y. 

Dr. Kazi Khalequzzaman Ahmed editor of the book titl ed Socio-Ecollomic alld 

illdebtedlless-relate{/ impact of micro credit ill Ballgladesh was published by 

The Uni versity Press Limited from Dhaka in 2007. The book tries to understand 

effect ive ly about micro credit in Bangladesh based on research work on 2,501 

bon owers from Grameen Bank, ASA, and BRA C. From the research work it was 

found that it is not correct to say that micro credit is ineffecti ve, but its 

effecti veness as regard povel1y eradi ation depends upon the approach toward 

giving loan. The focus of the research was to examine the effecti veness of the 

non-government credit. Loans given by the government institutions were not 

di scussed. 

Md. Abdul Mannan- Th e role ofmicro cree/it ill poverty al/eviatioll. T his book is 

based on a research work, conducted by "Mass-line Media Centre" on micro 

credi t in nine coastal distri cts (Noakhali , Feni , Lakshmipur, Potuakhli , 

l ha lakathi , Pi roj pur, Borgune, Bhola and Barisal). The book was published by 

"Mass-line Media Centre" from Dhaka in 2002. Having based on the research 

Md. Abdul Mannan edi ted this book. The purpose of the research was to evaluate 

the role of micro credit and how far it was helpfu l in poverty alleviation. The 

research work was done in the conventional way (use of questionnaire, group 

discuss ion and the method o f interview). A number of 547 borrowers took part in 

group di scuss ions and responded th rough interviews . Thus they gave their 

opini ons and supplied info rmation. In this research the fie ld workers of Mass-line 

Med ia Centre co llected the information. In the research paper there is no 

discuss ion about government institutional credit. In this research the negative 

sides of the micro credit acti vities are more exposed. T he book discusses only 
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abo ut the credit given by non-govcrnment micro credit providing organizations. 

The discuss ion is limi ted within thi s subject. 

Mahbub Hossa in and Rushidan Islam Rahman - Agriculture of Ba"gladesh a"d 

Rllral Developme"t (Bangladesher Kri shi 0 Grameen Unnyan). Writers are the 

wel l-known econom ists of our country. The book was publi shed by The 

Univers ity Press Limited from Dhaka in 2003 . The eleven chapters of the book 

discuss different issues regarding agrarian development. The authors wrote this 

book on the basis of their own expericnces. In one of the chapters there is 

discussion on some of the rules and princ iples of the micro credit organizations 

of Bangladesh. In another chapter there is discussion on institutional credit 

sys tem and its role in the agricu ltural development. The book complies the 

ac tivities of the micro credit institutions and other organizations in their attempts 

for the agricu ltural development. 

Mosharaff Hossa in - Agriculture ill Bangladesh. The book was published by 

Thc Uni versity Press Limited, from Dhaka, in 1991. This is a research-oriented 

book, which deals with the problems of agricultura l development. It is written 

based on the theoretical knowledge of the author himself. In the chapter titled as 

" Institutional credit to agricu lture in Bangladesh" the author discusses in detail 

the institutional steps toward deve lopment before and after independence. 

Reading thi s book one can know about the history of the government credit and 

its perspectives. 

Conard Phillip Kottak - A"thropology-tlte exploratio" of Hllllla" Diversity. The 

book was published by McGraw-Hili , fNc, USA, in 1991. The first chapter of the 

book discusses about the subject matter and the area of Anthropology. The second 

chapter discusses about the anthropological method. Readers can get a clear idea 

about the strategy of fi eld research such as participant observation method, 

conversation interviewing, well informed informants etc. by reading thi s book. 
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The micro cred it for crisis copi ng: the Grameen Bank, experience in the 

1998 Ilood : 

This is a research paper, written by Zaki r Hossai n and publ ished by Grameen 

Trust in 2000. In this paper there is a description of the acti vities of Grameen 

Bank as micro credit provider organization during the fl ood of 1998. From thi s 

research work one can understand what ro le these loan giving organiza tion can 

pl ay in the time o f natural calamity. The discussion here is about the acti vity of 

one organization on ly i.e. Grameen Bank. 

In an arti cle under the ti tle "Cooperatives 111 hundred years" compiled in the 

journal "Cooperative", the author Khandakar M izanur Rahman desc ribes the 

chronological history of gradual deve lopment of cooperati ve societi es in our 

country. Many important infornlation and historical facts can be known from this 

arti cle. 

In an arti cle titl ed as "Pall i Unnyaney Grameen Banker Abhiggata" (Experience 

of Grameen Bank in Rural Development) published in the journa l "Bank 

Porikrollla" by Di pal Chandra Barua describes the experience of Grameen Bank. 

But the author does not mention about the limitation of the bank. 

In an artic le titled as "The role of NGOs in rural development: An outlille of the 

issues " Hossian Zillur Rahman, di scusses about the graduate development of 

NGOs acti vities and the circumstance in which it developed. 

In an artic le "Micro Credi t programs in Bang ladesh: An overview" the author 

Md . Omar Choudhury rev iews the micro credit activities in our country. Many 

fac ts were known and infomlation obta ined which were used in the present 

rescarch paper. 
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Chapter - II 

• Socio- Economic Profile of the Study Area: 

(a) Name and Location of the Villages 

(b) Demographic Situation 

(c) Settlement Pattem 

(d) Occupation and Income 

(e) Land Ov,rnership Pattem 

(f) Social Structure and Class Relation 
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Description oUhe area under resea rch: 

For the present research work two vi ll ages under the Tangail di strict have been 

selected. The main reason for the se lection of particularly these two vill ages is 

that the government and non-government credit program was introduced there 

many yea rs back and since then this has been continuing till today. Moreover the 

researcher knows the area since long time back and therefore the researcher did 

not have to face difficulty to start the research work. It was decided that it would 

take one year for fi eld level research. As such fi eldwork was conducted from 

June 2005 to May 2006 that is for one year. Moreover whenever it was needed 

the researcher went directly to field to co llect facts and information. 

The area of the district Tangai l is 34 14.39 square kilometer. The di stTi ct hav ing 

border with Jamalpur on the north , Dhaka and Manikgonj on the south , 

Mymensing and Gazipur on the east and Sirajgonj on the west. The main rivers 

of the di strict Tanga il are Jamuna, Dhaleshwari , Jhina i, Bangsa i, Turag and 

Louhajang. Modhupur forest and the small hillock of Sakhipur and Ghatail are 

the special mentionab le topographical and natura l features of the district. 

Name and Location of the Villages - Dhanpara and Chalagao 

The research work was conducted in the villages known as Chalagao and 

Dhanpara under Kalihati Upazila of the di stri ct Tangail. The area of Ka lihati 

Upazila is 301.22 square ki lometers. The geographical situation of Kalihati is as 

fol lows. Bhuapur and Ghatail Upaz il as on the north, Tangai l Sader and Basail 

Upazila on thc south , Sakhipur Upazila on the east and the ri ver Jamuna and two 

Upazilas of Sirajgonj district, namely Sadar and Bolkuchi on the west. The main 

ri vers arc Jamuna, Louhajong, old Dhaleshari , Bangsa i and Nawlal. There are 17 

Bi ll s and Hawors (kind of lake or marshy land) . Among them Bilcharan, Baisha, 

- 28 -

Dhaka University Institutional Repository



Kumar and Tala are prominent. The Upazila head quarter consists 3 Mozas , 9 

wards and 17 Mohallas (These are administrat ive unites). The area of the town is 

2.3 square kilometer. 

D/wl/para and Cha/agao villages were se lected for the research work. The 

reason is that credit program by the govemment and non-government institution 

was introduced man y years back which have been continuing till today, although 

these two villages are backward compared to nearby villages. These two vi llages 

are situated side by side and they are within the administrative area of Nagbari 

union . The vi llage Chalagao is situated on the east of the village Dhanpara. 

Dhanpara is 2km long and 1.5km wide. Chalagao is one kilometer long and one 

ki lometer wide. The idea of the area is based on the guess made by the vi llagers . 

No written document was found. 

Demographic Situation: 

Tangai l District: 

Tanga il district consists of 11 Upazil as, 103 unions and 243 1 vi llages . The tota l 

population of the villages is 32,53,96 1, 50.029% being men and 49.98 % being 

women. 9 1.52% of the population of the district is Muslim, 7.86% Hindu, 0.4% 

Chri stian and the rest 0.22% belonging to other religion. Among aboriginal 

peoplcs there are Garos , Bangsis and koks. Percent of literacy is 29 .6%. 

Ka lihati Upazila: 

As of 199 1 Bangladesh census, Kalihati Upazila has a population of 3,54,959 . 

Males constitute are 5 1.55% of the population, and females 48.45%. Thi s 

pazila's eighteen up popu lation is 1,77,023. Out of the tota l population of the 

Upazila 90% Muslim, 9.2% Hindu, 0.14% Buddhist, 0.15% Christian and 0.49% 
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belonging to other reli gion. Kalihati has an average literacy rate of 27 .5% (7+ 

yea rs) , and the nati onal average of 32.4% literate. 

Dhanpara and Chalagao: 

The population o f Dhanpara and Chalagao are approximately 25 00 and 600 

respecti ve ly. It has not been actually measured. There is no reliable stati stics 

about the exact fi gure. There are 450 famili es in Dhanpara and 108 famili es in 

Chalagao. Out of three thousand and one hundred populations o f the two villages 

(Dhanpara 2500 Chalagao 600) there are only three Hindu famili es living in 

Dhanpara. None in Chalagao. Rests are all Muslims. There are no men or women 

of any other relig ion. There is however division among the Muslim population -

Hana n and Ahle-H adis . But such difference can hardl y be noticed. 

Table: J 

Percentage of educa ti on of theses two vi llages: 

Only can sign Up to primary level Completed S.S.C S.S.C and above 

40% 35% 15% 3% 

Source: FIeldwork III the two vIll ages- Dhanpara and e halagao. 

It is to be noted that highl y educated persons do not live in the villages. In 

Chalagao there is one registered primary school. In Dhanpara there is only one 

school. Namely Dhanpara Salpabayi Primary Bidda lya. It is a private school. 

There are fi ve clubs. There is no government school. N umbers of students are 

few. So the teachers do not pay proper attention, not do they get regular sa lary. 
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Settlement Pattern : (History, different institutions, transportation, market system, 

hea lth situation etc .. ) 

Hi story ofTangail : 

The famous Kagmari Conference (1957), Sannyasi revolt (I850) and Peasant 

revolt ( 1858) were originated from this di strict. During the Liberation War, 

Abdul Kader Siddiqui of Tangail independently led military operations against 

Pakistan army. His group, named Kaderia Bahini , led many successful guerrilla 

operations in this district. In 1870 Tangail was constituted as a sub divisional 

admini strative unit. In 1969 Tangail was made as a district under Dhaka division. 

Kalihati thana was constituted in 1928. It was converted into Upazila in 1983. It 

consists of 12 unions, 267 mouzas, 314 villages, and one municipality. 

According to the historians, this area was under Pathan rule for a long time prior 

to British rule. In the Pathan forts there were elephants and horses . Thus it was 

named as Killa-I -Hati (Killa mean fort and hati is the Bangali name for elephant). 

Subsequentl y it was named as Kalihati. 

Di fferent institutions of Tangail: 

Before the Liberation War, some educational institutions were established by 

famou s persons in Tangai l. In 1926, the Government Saadat College was 

established by Wazed Ali Khan Panni, a zamindar and educationalist of Tangail. 

He named it after the name of his grandfather Saadat Ali Khan Panni. Govt. 

M.M.Ali College established by Mr. Vasani at Kagmari (1 km away from main 

city) is one of the topest college in Bangladesh . Kumudini College established in 

1943 by Ranada Prasad Saha (R.P.Saha), philanthropist of Tangail. He named it 

after the name of his mother Kumudini. Later the college was convelied into 

Kumudini Government Women's College. He also establi shed Bharateswari 

Homes in 1945 at Mirzapur. He named it after his grandmother Bharateswari 

Devi. Mirzapur Cadet College, the third cadet college of Bangladesh established 
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in 1963. The then pres ident of Paki stan Field Marshall Ayub Khan took 

ini tiat ives to establ ish thi s cadet coll ege. 

Currentl y, there are 5 Government high schools in the city. Among these schools, 

Bindubashini Government Boys' 1-1 igh School ( 1880) and Bindubashini 

Government Girl s' 1-1 igh School (1882) were establ ished by a zam indar of 

Santosh the famous Roy Chowdhury famil y who also are co-founder of East 

Bengal club of Calcutta, the Shibnath High School, the Ramkrishna Mission 

School are old schools and M.A.Karim High School estab li shed by Mr. Karim 

(S ilimpur). Tangail has 341 non-government high schools, 86 satelli te schools, 4 

government colleges, 48 non-government colleges, 3 university coll eges, 1 law 

college, 1 homeopathy college, I polytechnic institution, I medical ass istant 

tra ining school, 2 nursing institutes, 1 police academy, 20 I madrasas, 40 junior 

schools, 937 government primary schools, 395 non-government primary schools, 

I teachers' training school, 146 community primary schools and 1304 NGO 

operated schools. There is also a science and technology un iversity named 

Mawlana Bhashani Sc ience and Technology Uni versity located at Santosh, 

Tangail. Tanga il can boast of two of its sons, the Legendary Magician 

JaduSamrat P.C.Sarkar & First President of Swadhin (independent) Bangladesh 

Late Abu Syed Chowdhury son of Abdul Hami d Chowdhury. 

Diffe rent institutions of Kalihati Upazil a : 

In thi s Upazila there are 397 mosques, 17 temples, 2 majars, and 2 shrines. There 

are 3 colleges, 34 hi gh schools, 77 madrasas, 103 government primary schools, 

30 private primary schools, and 3 vocational ins ti tutions. 

Transportation of Kalihati Upazil a : 

Length of fin ished, semi fini shed road and unfi nished are 42.65 km, 4.50km and 

305 .30km respectively. There is 12.08-kilometer railway line. TranspOli systems 
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by the ca lTi age drown by horse or cow or the palky and the boat are almost 

ex tingu ished . Rice mill s, fl ourmills, and ice producing-mills are there among the 

industria l units. 

Market System o f Kalihati Upazil a : 

There are 26 hats (v ill age marker) among which Balla, Vandeshar, Kastarypara, 

Elenga, Shewa, Isapur, Bagtia, Powjan and Kalibari are mentionable. There are 

occas ional vill age fairs too. Bijay Dashami Mela, Baruni Mela, Fultala and 

Bangra, Chaitra Sankranti Mela, Sahderpur are notable. Banana, potato, onion, 

ga rli c, ginger, papaya, and jackfruits are exported to other areas. 

Health Situation of Kalihati Upazila: 

In this Upazila there are one health complex, II health and famil y planning 

centers , 2 private ly owned charitabl e dispensary and 10 mother and children 's 

health care centers. That is all provided for health service. ( Islam: 2003, 11 7-11 9 ) 

Ori gin of Dhanpara and Chalagao : 

These two villages were originated 200-250 yea rs before . That time Dhanpara 

was we ll known for ri ce production. Huge amount of li ce was produced there. In 

Bangia paddy is ca lled Dhan. From that time for huge production of paddy the 

villages was named Dhanpara. The name Chalagao came from the word Chala. 

In Bangia locally Chala means small hill. That time the village was surrounding 

by small hill s. From the information of the villagers after 60-50 years back the 

popUlation of both of the villages was not that much. Because of hi gh production 

rate of paddy and the low cost of the land last 50 years many peopl e came from 

other vi llages to settl e permanently. The vill age Dhanpara is divided into three 

blocks neighborhood, wes t, south, and north. There is no such di vision in 

Chal agao because the v illage itself is very small . 
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Transportati on of Dhanpara and Chalagao : 

The research work was conducted in the two villages known as Chalagao and 

Dhanpara under Kalihati Upazila .To reach Dhanpara one is to get down from 

bus at Kalihati Bazar and proceed toward Dhanpara either on foot or by 'van' . To 

reach Chalagao from Dhanpara one is to cross-river Bangsa i. The ri ver Bangsai 

fl ows by the south of Dhanpara and by the north of Chalagao. There are plenty of 

fi sh in this river. Though there is no fi shelman community in these villages, still 

vill agers almost every day catch fi sh for consumption. The river is the only route 

for traveling between these hvo villages. Country boats, boats run by shallow 

machine and trailers are seen on thi s river. Village roads are very bad. There is 

no fini shed road. Vans go through these roads. But for rickshaw it is di fficult to 

dri ve. Vehi cles li ke car cannot go through such roads. 

Market System of Dhanpara and Chalagao : 

There is no "hut" (village market) or even small bazar (market). For the purpose 

of going to market villagers go to the near by bazaar (market) such as Ratangonj 

Bazar, Maricha Bazar, Balla Bazar or Acolia Bazar. Vill agers think that because 

of the existence of some bazar in nearby areas, no market could be establi shed in 

this village. 

House Pattern and health situation of Dhanpara and Chalagao : 

No clay made house can be seen here. Most of the houses are made of tin foil. 

90% of the houses have sanitary latrines. Thanks to the chairman and members 

of the union parishad who took special initiati ve that the sanitation system is 

relatively better. The member of the union parishad told the researcher that he 

was trying to introduce 100% sanitation system, which is good for public health. 

There is no health care centre in either of the hvo villages. There is one health 

complex at the head quarter of the Upaz ila and one satelite clinic at the union 

- 34 -

Dhaka University Institutional Repository



parishad bu ilding. [n these two villages ordinary med icine are ava i[ ab le at the 

grocery (shop). Qualified doctors are ava ilabl e at Ball a Bazar. Vill agers got to 

Balla Bazar fo r doctors adv ice and treatment only when they fee l acute medical 

problem. There are four vill age doctors who visit the houses of these l\vo 

vill ages, bu t none of them live there. They s it in the ir poor chambers in the 

nearby Ratangonj Bazar. During the time of vaccination program by the 

government one vaccination centre was established in one of the two villager's 

house. He is Kamiludd in Sarker. He was once employee of the government 

health department. Now he is a retired service holder. T here is no other 

govern ment office in ei ther of the two villages . 

Modern Facilities of Dhanpara and Cha[agao : 

However there is electric ity in the village Dhanpara for the last ten years. There 

is no electri ci ty in Chalagao. Here solar electric proj ect has been implemented 

under the rural electri c proj ect. But onl y 10 families get this fac ility. 

Occupational varieties: 

Distri ct Tanga il : 

Ag ri cul ture is the main occupation of Tanga il di stri ct. About 49.53% people are 

involved with agricul tura l acti vities. Those who are engaged in other profess ions 

are day laboures, weaver, fi shermen, transport workers, and industrial workers 

etc .. Among the peasants there is differentiation which is as fo ll ows; 27% 

land less, 29% small peasants, 24% marginal peasants, 17% midd le peasants and 

3% rich peasants. Those who engage in cottage industry are mostly weavers, 

potters, and blacksmiths. They work with brass, bamboo etc .. Agri cultural main 

products are paddy, potato, jute, sugarcane, sesame, linseed, wheat, mustard seed 

and pul se. About 3,386.53 km' cultivable lands are ava ilable in Tangail. The 

main fruit products are mangos, j ackfruit, bananas, litchi s, and pineapples . Other 
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sec tors, such as fi sheries (446), d iari es ( 189), industries, weav ing and poultry 

farms (538) are also developing in the Tanga il distri ct. Tangail is the home of the 

weavers of worl d famous "Tanga iJ Saree", a handloom saree made of both cotton 

and sil k thread hav ing handworked butti des ign or all over flowelY des ign or 

contemporary ali motiff appreciated, bought , and used by women's & girls of 

Bangladesh and Indian origin li ving all over the world. Tanga il Saree is the most 

popul ar among all sarees. Some of the weavers have migrated to India after 

partition in 1947. Haridas Basak a leading saree merchant in Tangail who helped 

the weavers to settledown at Fuli a, Samudragarh and Dhatrigram in west Bengal 

hi s sa ree shop is still in Tangail. Cham cham (a ki nd of sweet food made of mil k 

and sugar) of Parabari (under Tangai l di strict) is famous through out the country. 

Ka lihati Upazila : 

The main profess ion of the people of the Ka lihati Upazila is as fo llows . Peasants 

4 1.35%, fishermen lA , agricultural workers 16.03%, non agricul tu ral workers 

2.9%, weavers 4.16%, industrial workers 3.96%, transpoli worke rs 98%, 

businessmen 10.93%, service holder 8.72%, and others engaged in other 

profession 8.58%. Culti vable land is 23 103 hectorw. Faltered low land is 288 

hectors . 60% of the cul tivable land is under in·igation. The percentage of the 

different classes of peasantry is as fo ll ows; landless and marginal peasants 

52.68%, small peasants 35.66%, middle peasant 9.60%, and ri ch peasant 2.1 %. 

Per capi ta cul tivable land is 0.07 hectors. Main crops are paddy, wheat, mustard 

seed, potato, eggplant, onion, ginger, garlic, various types of pul ses Dal and 

verities of vegetables. Other crops like Til , Tishi, Kusum and muzda l are about to 

be extingui shed. Main fru its are mango, jackfruits, jam, Ii chi , banana, papaya, 

watermelon, and others. Besides agricu lture there are people of other professions 

such blacksmi th, goldsmi th, Carpenter, and they're who work on wood, bamboo, 
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scwing machine, wieldi ng machine or in a bi ri factory. There are many ani mal 

fa rm (cow, goat etc.), fi shery, hatchery etc .. 

Two vi lI ages- Dhanara and Chalagao : 

Main profess ion of the villagers of the two villages-Dhanara and Chalagao is 

ag ri cul twe. 90% of the populations are engaged in agriculture. Next comes 

business , the bus iness of the cloth made by handloom. There are 500 weavers. 20 

of them are the owners of the handloom. The rest are workers. There are 150 

wearing machines, which are known as Chi ttaranj an. It is not known why 

machine was given such a name. But it is an old practi ce to call these machines 

by such name. Thi s traditional profession is getting expanded. All the owners of 

the weaving machines have their land too. It can be roughl y sa id that 25% of the 

population are engaged in weaving. There are weavers in Dhanpara, but none in 

Chalagao. It is seen that those engaged in weavi ng are also engaged is poul try 

fa rming. So the business next to weaving is poultry farming. This has very 

recently deve loped as an industry. There are 30 persons who are owners of the 

poul try fa rms, which employ 60-70 persons. In Chalagao there is business related 

to wood. But in Dhanpara there is no such wood business. Tn the villages there 

are grocers and day labourers. In Dhanpara there are 100-day labourers. But this 

fi gure is not stati c, varies with the seasonal changes. There are men from these 

two villages who work abroad, Malayas ia, Saudi Arab, Si ngapore, Abu Dhabi, 

Ita ly POIt ugal etc .. 
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Table : 2 

Categori zation of the farm ers of Dhanpara : 

Land Less Marginal farmer Small farmer Middle Rich farmer 

- No (Who has land (Own 1.1 to 2 farmer (Who (Who has 

Culti vaable upto one acre) acres) has land upto land more 

land 0. 1 to I acre seven acres) than seven 

2.1 to 7 acres acres) 

7 + acres 

2% 50% 25% 20% 3% 

Source: Fieldwork III the two viliages- Dhanpara and Chalagao. 

Table: 3 

Categorization of the fanners ofChalagao : 

Land Less Marginal Small fa rmer Middle farmer Rich 

- No f3lmer (Own 1.1 to 2 (Who has land upto fatmer 

Cultivaable (Who has acres) seven acres) (Who has 

land land upto 2.1 to 7 acres land more 

one acre) than 

0.1 to I seven 

acre ac res) 

7 + acres 

1% 40% 30% 25% 4% 

Source: Fieldwork III the two vlllages- Dhanpara and Chalagao . 

. f. 
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Income sceneries of the two villages: 

Remittance from the fo reign countries is a major source o f income. About 200 

persons work abroad. Their famili es live in the country. On ave rage each of them 

send Tk. 25 ,000/- per month. Wavers get wages on pi ece rate bas is. To compl ete 

one cloth one gets 80- 120 taka. Women do the job of sowing thread by charka 

(Spinning wheel). For sOlving 6-7 hours one gets Tk. 50/-. Agri cultural daily 

laborers get a dail y wage varying from Tk 70/- to Tk. 100. Workers in poultry 

fa ml get monthly wage Tk.2000 to Tk. 3500. 2-3 percent of the population takes 

meal onl y once a day. 

Land Ownership Pattern: 

The areas of the culti vable land in Dhanpara and Chalagao are about 3000 acres 

and 1000 ac res respecti ve ly. There is no khas land in either of the two vill ages. 

The khas that was once there has already been leased out by the govemment. 

Previously very often there occurred contradictions among the villagers 

regarding the possess ion over abandoned Hindu property (land). There are about 

1200 acres of non-culti vable hawor or bil in these two villages . In Dhanpara 

there are 2% of people are landless . 50% people have land upto one acar, we 

ca lled them marginali ze fa rmer. 25% people have land up to 1\'10 acres, they are 

ca lled small farmar. 20% are middl e fanner, who has land up to seven acres. 

Onl y 3% people have land more than seven acres, they are known as ri ch fannar. 

In Chalagao there are 1% of people are landl ess. 40% people have land upto one 

ac re, we ca ll ed them marginalize famler. 30% people have land upto two acres , 

they are ca ll ed small famlar. 25% are middle fa rmer, who has land up to seven 

acres. Onl y 4% people have land more than seven acres, they are known as ri ch 

fannar. 
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In thc ri vcr there are plenty of fis hes. But there is no planned fi sh cultivation. 

Howcver villagers culti vate fi sh in their own ponds. Main crop is rice, which is 

harvested threc times a year (Boro, Aush and Aman). Besides villagers cu ltivate 

wheat, jute, mustard seed, sweet potato and normal potato, onion, chill y and 

di fferen t types of vegetables, On ly 15 years ago there was bush and forest. Now 

there is no forest. But there are plenty of tree including fruit trees . Trees like 

Shishu, Mehegani and Minzium are ava ilable. 

Different cultivation system: 

There are different cultivation system depends on land ownership. They are 

shown in the fo llowing tab le : 

Type of 
Cult ivation 

Cultivat ion by 
landowners 
(mi rzi na I ize, 
small , middle and 
rich fam1ers) 

Share-cropping 

( Barga) 

MOl1gage of 

Table: 4 

Type of Cultivation 

Description of cUltivation 

In this system landowner himself cultivate the land. 

Many landowners who are far from vi ll age and want to 

avoid the hazard and ri sk of the production gives the land 

to a farmer for sharecropping. There are conditions 

between the sharecropper and the landowner. Nom1all y 

landless or small farmers take land for sharecropping. 

Crop IS dividcd fifty fifty within the owner and the 

sharecropper. Between them who give the seed, he gets 

the hay. Normall y owner gives the cost of ferti lizer. The 

person who provides water by shallow, he gets one forth 

of the crops. 

This system is increasi ng nowaday. In the danger period 
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land landowner give hi s land for mortgage against money. As 

long as he is not ab le to repay the money, he can't 

cultivate the land. Only afte r paying the money he can get 

the land back. 

Leasing of pond In this study pond leasi ng have been observed. 

Source: FIeldwork In the two vd lages- Dhanpara and Chalagao . 

Social structure and Class relation: 

As we know, social structure means the relation between the social classes, 

because, it is the socia l classificat ion which basically divides the society. In this 

context, it might be said that in the two villages namely Dhanpara and Chalagao, 

the society has been developed in the bas is of social classes. The social structure 

of these two vi llages is influenced by social class i fication. The class relation of 

these two villages has been developed in the basis of production system. One of 

the main elements of the production system is land and the farmers have been 

divided in to the following fi ve classes according to the land ownersh ip: 

• Landless 

• Marginal farmer 

• Small falm er 

• Middle fanner 

• Rich farmer 

From this class distinction it is clear that there is social class distinction within 

these two villages in the basis of economic condition. Due to the economic 

va ri ation, two different classes are found in these villages; 1) land owner/ owner 

of poultry fa rms or weavi ng mills, 2) day laborer/employee. 
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As the day laborers work under the landowners, the re lationship between them is 

al most abusivc. Simi lar thi ng happens in case of poultry busi ness and weaving 

mills. The owners of poultry or weaving mill s depri ve the labors from getting fa ir 

wages. 

As there IS share croppll1g system in these two villages, 3 other types o f 

relationships are al so found here, i. e. I) re lati on between land owner and share 

cropper, 2) relation between land owners, 3) relation between share croppers. 

Moreover, there are 3 other types of relati onships, i.e . I) relati on between the 

marginali zed landowners and other people, 2) relation between day 

laborers/landless people and others, 3) relation between Mahajan (money 

lenders) and borrowers . All these relationships are depriving. 

Education, power and status play most important roles in case of social structure 

of a village. The children of ri ch people use to study in the cities and some o f 

them bu ild up their career there. Most of them returns to the village and starts 

thei r own business . 

According to the power structure there are five types of class di stinction in the 

village, I. e. \ ) Un ion Parishad Chai rman and Member, 2) Village 

Morol/Mattobbor, 3) Faction leaders, 4) Leadership conscious and active vi llage 

members, 5) insensible/uninterested village members. 

Social status or the status according to famil y hereditary does no longer matter 

much in the social life of the v illages. 
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Chapter: III 

Historical Background of Institutional Credit in 

Bangladesh : 
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Historical Background of Institutional Credit in Bangladesh: 

Before going into detail discussion on the influence of micro-credit III 

Bangladcsh, we should first of all know the historic perspective how cooperative 

socicties developed in our country. Because in this Sub-continent micro-credit 

systcm first developed through cooperati ve societies. For the purpose of the 

present research it is very important to know how an organi zation like 

Bangladesh Academy for Rural Development (BARD) came into existence 

basing on the concept of cooperatives. In the decade of 60s of the last century, 

Paki stan Academy for Rural Development (PARD) was established in Kotbari in 

the di strict of Comill a, which opened up a new horizon for the cooperative 

movement. Since institutional credit is an important step toward the development 

in Bangladesh, therefore we should have clear idea about the role of other 

government institution like Bangladesh Rural Development Board (BROB), 

Bangladesh cooperative Bank Ltd, Bangladesh Krishi (Agricultural) Bank and 

othcr state owned banks regarding the expansion of credit system and then we 

can anal yze how far these instituti onal credit systems was effective. In the 

dccade of 70s and 80s credit programs of the government played the most 

important role in the process of development. But we do not find much of its 

positive influences. In the decade of 90s state owned banks conducted many 

micro-credit programs. Within few years such credit programs expanded very 

fast. However if we compare the micro-credit activities of state owned banks 

with that of NGOs like ASA and Grameen Bank, we can see that state owned 

banks lagged much behind in thi s respcct. Organizations like BRDB, Bangladesh 

cooperati ve Bank Ltd, Bangladesh Kri shi (Agricultural) Bank have various types 

of activities with the aim of helping poor people for general development, 

par1icularl y in the agricultural sector. Besides other national banks these two 
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came forward with various types of credit program. But the state organizations 

fa iled to reach the goal (Hossain : 199 1, 178 -211 ). 

The present chapter discusses about how the Micro Finance Institution (MFI) 

originated and how they are functioning. Thi s would help us to analyze the effect 

of micro-credit in the two above-mentioned vi llages. At the same time it is 

important to know what is meant by ' Micro-credit ' . This is also discussed in this 

chapter. Thi s chapter briefly discusses the development of micro-credit by both 

government and non-government organizations. 

Micro Finance Institution (MFl) 

A small loan varying from 5,000 taka to 35,000 taka is considered to be micro

credit. The creditor may be an institution like bank or cooperative society, or it 

may be a semi-institution like NGO or even it may be a non-insti tutional source, 

such as vi llage mohaJans (money lenders), relati ves or friends. Micro-credit is an 

important part of the entire economic system. Small accumul ation is also one of 

the important parts of the tota l economic system. By Micro Finance Instituti on 

(MFI) we mean only those institutions or semi- institutions that give such small 

loans to the people. These instinltions provide small-scale loans, help 

accumulation and render other kinds of economic service. By forma l MFI we 

mean the government organizations. And by semi-formal MFJ we mainly mean 

NGOs. Besides, the non-formal credit system still exists in rural Bangladesh, 

which still plays very important role in the social and economic life of the 

people. 

Formaillnstitutional Credit 

Any loan obtained from any instinlti on is the institutional loan or credi t. Demand 

fo r money is always more than the supply of the same that is avai lability of loans 

from the insti tutional sources. Most of the poor people both urban and rural do 

not have the opportunity to get institutional loans easi ly. Therefore in spite of the 
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establi shment of new sources of instituti ona l loans, the old trad itional sources of 

non-institu tional sources coul d not be destroyed. The experi ence of the micro 

cred it ac ti viti es in Bangladesh shows that poor peopl e can accumul ate more. 

T hey are capable of pay ing back. And amongst them number o f women 

borrowers are more than the men borrowers. 

The sources of insti tutional credit in Bangladesh are as fo llows : 

I . Government of Bangladesh 

2. Bangladesh Bank 

3. Commerc ial Banks (Sonali , l anata, Rupali , Pubali ) 

4. Speciali zed Banks (Agri cultu ra l Bank, Industr ial Bank, Cooperati ve Bank, 

Karma Sangsthan Bank ) 

5. Pall i Karma Sahayak foundation (PKSF) 

6. Non Government Organizations (NGOs) etc .. 

First of all let us have a clear idea about what is called mi cro-credit . 

(Chowdhury: 200 I , 30-56) 

Concept of micro credit 

The micro credi t is defined as the credit given without security to the targeted 

poor peopl e interested in raising the standard of their lives with the aim of socio

economic improvement of those people and providing them the opportunity for 

sci f-e mp I oyment. 

What is micro credit 

Micro credit is a small amoun t of loan without securi ty. It is given mainl y to the 

poor owning less than one acre of land with the hope that they themselves would 

crea te j ob and income. By providing credit to the poor by various means, such 

loan giving insti tutions help them to increase their income and productivity. 

Micro credi t programs aiming at the erad ica tion of poverty have been able to 
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reach large sec ti on of people to take such loan with the goal of removing socio

economic imbalance which is now existing in the society to a great extent. 

The Engli sh word 'credit' originated from the Latin word 'Cred' . Though it is now 

an economic term meaning loan, its original meaning is 'confidence', that is "a 

person' s confidence on another persons (or organization)". Credit or loan is a 

kind of confidence that the money or the commodity given (or sold in advance) 

would be returned. Most of the loans are in the form of money. The creditor 

gives certain amount of money to the bon-ower who after some time returns the 

sa mc along with interest. The ternl 'credit' suggests not only the loan, but also the 

capability of the borrower to pay back the loan . 

The hi story of the transfonnation of loan is a long one. In the pre-historic age, in 

the period of the beginning of the era of agriculhlre and exchange economy, 

peasants who had the surplus used to supply food, crops and seeds to those who 

were in deficiency and afterwards, during the time of harvesting would take back 

not the same amount but a littl e more than the amount g iven. After the 

introduction of money, when commodities and services were bought and sold in 

exchange of money, market system developed very fast. 

Demand for money was increasing for trade credit as well as for other reasons. 

To meet this demand there developed banking system as well as other financial 

institutions . However, those who contributed must to the development of credit 

sys tem are the ll se rs , goldsmiths and traders. Since the ancient time interest was a 

part of credit sys tem in Bangladesh too. It was the general practi ce that loan 

should bc paid back along with interest. From the Artha ShastTa of Kawtill a - it is 

lea rnt that in the Vedic period there was the system of non-institutional loan. 

But at that time loan was taken or g iven only for the purpose of temples and 

other religions institutions. During the time of Manu, the system of giving or 
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tak ing loan appeared nearl y as the modern banking system. It was the advice of 

Manu that people should deposit their money in sa fe custody of those who are 

hones t, ri ch, respectab le, and knowledgeable. The old Bengali literature such as 

Mongol Kabba gives the evidence that even in the ancient Bengal there was the 

practi ce of giving and taking money and materi al in the form of loan which 

included the custom of paying bank loan along with interes t. Earlier Moghal 

rulers introduced the gold coin and encouraged people of di ffe rent classes to use 

such currency for exchange and loan purpose. The local capitalists, bankers, 

traders and businessmen of various categories came forward in the financial 

business during the Moghal period. They played an important role in the 

development of credit system. During the beginning of the period of well

establi shed credit system, there existed Dadan system, which is also a kind of 

credit system. In The dadan system weavers, local peasants or the producers of 

the industrial products used to take loan from the local and foreign traders for the 

production of certain commod ity and after a fixed period of time they would pay 

back the loan along with the interest in the form of the commodities produced. In 

1770 Hindustan Bank was established in Calcutta, which is a milestone in the 

development of credit system in our country. That was the first modem bank in 

the Sub-continent. [n Bengal under Moghal rule there were we ll known 

moneylenders. One of them was the fa mil y of lagat Sheth. In the early period of 

18th century mahaj ans (money lenders) used to give loan to the peasants just 

before the beginning of the culti vation season. After harvest the borrower 

peasants returned the loan in the form of crop, which the money lenders stored in 

their store, and would sell it at the time advantageous to them at higher price to 

common people and thus earn huge profit. T he English and Dutch East India 

Company engaged in exporting Commodities of Bengal to European and Asian 

markets and the As ian traders used to g ive short-term loan to the local producers 

so as to help them producing exportable items. Major positions of the peasants 
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and local artisans to meet the producti on cost depended on the local money 

lenders and the foreigners. On the other hand local mahaj ans, traders and bankers 

too used to take loan from the foreign company in order to make their fund. 1n 

Bangladesh loan system become inst itutionalized by the end of 18th century. 

During British period it developed to a higher stage. During British period 14 

banks and 17 loan offi ces were estab li shed in Bengal. 

There are several basis and methods for the class ification of loan. The nature of 

the loan can be seen from different perspectives. These are different categories of 

lender and borrower. The loan can be class i fied keeping in view the purpose of 

the loan itse lf. Class ification may depend upon the period of repayment. Loan 

can be differentiated accordi ng to the purpose of the borrower, such as personal 

loan, business loan, trading loan and govemment loan . There are many other 

kinds of loans such as consumer's loan, production loan, speculative loan, short 

term, midterm and long term loan, immediate or ready loan, or the loan to be 

used in agriculture, industry, trade or for the purpose of investment and so on. 

Loan can be c lass ified as rural loan and urban loan. Non-institution loan or 

Crcdit is an inseparable part of the socio-economi c system of Bangladesh and 

very often it is not limited within the financi al transacti on. Main insti tutional 

sources of the rural credit are different commercial banks and the rural branches 

of the cooperative banks as well as NGOs and other organizations providing 

micro credit. The non-insti tutional sources are friends , neighbors, relatives, local 

ri ch persons, mahajans, owners of lands, peasants produc ing surplus, shop 

owners etc .. Normall y the rate of interest is very high in case of non-instiultional 

credit. Howevcr in some cases there is no interest at all. Profess ional artisans get 

raw materials from the buyers of the products as loan w ithout any interest. The 

ow ncr of the land often gives inputs for the agriculture as loan but without 

interest. In such cases though there is no interes t as an economi c category, yet, 
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the borrowers are forced to remain hypothecated to the credi tor. Following 

Islamic principl es or the traditional cultural trend of our socicty many people 

give short term loan (known as karza or hawlat) to others suddenly fallen into 

economic cri sis and this temporaril y help the mcn or women in distress . But 

there is opposite picture too. The mahajans or even the rural rich give loan to the 

poor and people in distress at a very high interest rate. This is again in practice in 

Bengal for many centuries. Rural informal loans are taken to meet the 

consumption expenses to creatc primary capital for business to repay the earlier 

loan and also for the expenses due to marriage ceremony, medical treatment, 

construction of house ctc .. 

( Islam: 2003 , 44- 50 ) 

Necessity of the institutional loan 

I. It helps to find out scope for employment 

2. It helps to come out of oppression by the mahajans. 

3. It mobilizes internal resources. 

4. It hclps to provide necessary capital for economic activity 

5. It plays an important role among members of groups taking loan to become 

sel f-dependant. 

G. It helps to create avenue for the diversification of income and to increase the 

project based income through income generating activi ties. 

Importance of institutional micro credit 

I. The availabil ity of fund creates mental strength among the poor distressed 

people by which they acquire the ability to fight poverty. 

2. The institutional credit can save the poor people from the clutches of the 

oppressive users (mahajan) and those involved in dadan business. 
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3. Such credi t helps the people of lower income groups to take more 

economic initiative as it helps them to in crease interest or mental sp irit to 

do Job. 

4. Such cred it makes people se lf-confidant and se lf-reliant. 

5. It helps in mobilizing credit and using loca l resources properl y. 

6. Such loan creates the hope among common people for a better life and it 

a lso helps them to improve their soc ial standard of life and socia l status. 

The main features of micro credit 

1) The cred it is fo r a targeted group of people 

2) Cred it without security 

3) Credit under close supervision 

4) Such credit is connected with accu mulati on 

5) This cred it is provided for institutional necess ity 

6) The loan is for short term and is payable by installments 

7) It helps to increase family income 

8) It helps to create job in due course 

9) It helps to create soc ial intimacy 

10) It focuses the women 

II ) It helps in women empowerment 

Difference between credit and micro-credit 

Table· 5 
C redit (traditional) Micro credit 

When any person or organization for the Loan given to a targeted poor people 

purpose of reach ing certa in economic without security for the purpose of 

goal , takes money or property under improvement of their socia-economic 

certain condition , the amount of the condition as well as for creating j ob 

req uired money being more than what is opportunity for them IS said to be 

already in hi s or her or its (in case of micro credit. 
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organization) possess ion, then such 

conditiona l tak ing of money or property 

is said to bc credit. 

Loan is given with or without security. Micro-credi t is always given without 

security. 

In case of loan the bOlTower IS not In case of micro credit borrower is 

provided with any other service. provided with vanous kinds of 

services. 

Insurance fac ili ty is not provided . Insurance facil ity is provided. 

Loans given by institut ionalized sector Micro-credit is always provided in an 

may not be environment fr iendly environmental fri endly way. 

Anyone belonging to any class can talk Only the targeted people can avail the 

the loan. opportunity of micro credi t. 

Loan might be given on long-ternl basis. Micro-credit is for one-year tenn only. 

To take or to repay the loan the One who takes the loan goes to the 

borrower has to go to the institution institution dealing wi th micro credi t 

giving the loan several times. only once whil e taki ng thc loan. He or 

she does not need to go there at the 

time of repayment. 

The condi ti ons for the loan are nomlall y Loans can be taken at easy terms. 

not very easy. 

After giving the loan the loan giving The institution dealing with mlcro-

insti tution does not help the bOlTower in credit helps or supervises the 

any way or supervise the activity. economic acti vities of the bOlTowers 

Loans may create the scope for the Micro credi t does not create such 

cmployment of large number of people scope for the employment of large 

in established sector. number of people in any established 

sector. 

Source; Micro Credit Manual of PKSF , 2006. 
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Now we shal l briefly discuss about the hi story of the deve lopment of micro

credit. 

Development of Micro C redit through Cooperatives: 

In our country mi cro credit system has been deve loped through cooperati ves 

socicties. The concept of cooperative originated in the ancient period of history. 

In that pre-historic period in the hunting era and also in the period of 

transfonnation into agricultural era people felt that nothing could be done alone 

and everybody needed others cooperation. Thus the concept of collective effort 

developed . In all the ages of social transfonnation thousands of examples of such 

co llecti ve efforts could be found. In the early 20th cenhlry cooperati ve societies 

as a key element of economic development became a popular mass movement 

fo r the poor people in the undivided India. Even after the partition of the sub

continent, these cooperati ves societies continued their activities and in due 

course they started to conduct credit acti vity. In Europe coopera ti ves appeared 

even before 19th cenhlry. 

Origin of the cooperatives in Europe (before our Sub-Continent) 

In the world micro credit developed through cooperatives. It is first in Europe in 

the 19th cenhlry cooperatives appeared through codified and formal 

organi zations. Cooperatives through codified and formal organizations first 

appeared in Europe in the 19th century. In this respect England and Germany 

wcre ahead of others. Basicall y as a result of industrial revolution there 

developed a kind of humanitarian approach toward the landless peasants, which 

led to the formation of cooperative societies. At the same time industrial workers 

became victim of the class oppression by the owners of the industries. It is due to 

the private ownership of the industries. A conscious section of the workers took 

initiat ive to form cooperative societ ies. 
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However such initiatives for cooperati ve did not succeed much. In 1844, in the 

city of Rochda le in England egalitari ans fi rst uni versa ll y recognized successful 

coopcrati vc society. Even before that the people of Grea t Britain had stalied a 

sort of cooperati ve movement for the purpose o f buying dail y necess iti es and 

graduall y cooperati ve movement became well established. In 1844, the 

estab lishment of Rochdale Lane store onl y advanced the earlier cooperative 

movement. To live together in own land in village, to work together in the 

factori es, to remain away from unfa ir competition for industrialization and thus 

enter in to a new moral world of mutual cooperation, social equality and 

frateilli ty- these were the ideal and the aim of the then cooperative communities 

or the villages of cooperation. As a consequence of industrial revolution there 

appea red scarcity of job fac ilities and wealth become concentrated in few hands. 

As a resul t of rail way communication and advanced shipping system foreign 

market expanded. But the job market as we ll as business and trade became 

unstab le . Then began the period of prosperi ty of the Victorian era. Trade unions 

and the cooperatives too transfo rmed themselves to cope with the changed 

situation. Then there was a period of large expansion of new trade unionism and 

new cooperatives in whi ch the citizens of Rochdale played the pioneer role. 

professor GDI-I Cole in his book "A country of cooperation before the Pioneers" 

disClisses about the earlier cooperatives, i.e., the cooperative that had developed 

before the above mentioned pioneer cooperative appeared . The process of the 

development of cooperative movement is described here in the light of the work 

of pro fessor Cole. Robert Owen who was considered to be a great man and 

leader by a section of the Briti sh working peopl es , propagated to the Bri tish 

people about the ideals and the chief goal of pioneer cooperati ve of Rochdale. 

His fo ll owers were known as "Soc iali st" or "cooperati st" . He had the scheme of 

a new mora l world, which was known as "cooperative" or "socia lism" . From the 

mi d 20s to mid 30s of the 191h century was the peak period fo r Owenism. In other 
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word, the O"veni sm had its golden peri od till the middle of the decade of thirti es 

of the nineteenth century, which was just ten years before the establishment of 

the store by the Rochdale pioneers. Afterwards Chartism rather than Owen ism 

had influence over the members of the cooperatives. 

Chal1islll comes from the word Chartist movement that was a historic Engli sh 

working class movement of the early 191h Century on the demand for social and 

industrial reform. In 1939 when Chartism reached its peak, then the English 

working class forced the parliament to fulfill some of their demands by the threat 

of general strike. This caused the change of attitude among a large section of the 

working class. Incidentally that was time when the Rochdale pioneers established 

their store in the Tod Lane. Thus cooperatives started functioning in Europe with 

many ups and downs. In the same hi storic period Raiffesen in Germany started 

cooperative activity by establishing peoples Bank with the hope of reducing the 

debt burden of the peasantry (Talukdar : 200 I) 

Gradual Development of cooperatives in British period and in the then East 

Pakistan (till 1971) 

In 1904 the British rulers started the cooperative movement in Indi a. But long 

before it was thus structured in an institutional form, cooperative had developed 

in the Sub-continent. Below there is a brief sketc.h of the chronological 

development till 1971 . 
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The Trend of grad ual develop ment of cooperatives (i n the Sub-continent 

fro m 1875 to 197 1) 

Table : 6 

Year The tren d of gradual development 

The borrowers revolted aga inst the creditors and as a 

1875 - consequence of the Decan ri ot for the first time the di stressed 

1876 condition of the peasantry crushed under the heavy burden of 

loan came to light. Decan Agricultural Relief Act was enacted. 

Sir William Wederburn suggested to the prov ince Govt. of 

1882 Bombay for establishi ng agri cultural bank in order to give 

agri cultural loan to the peasants. 

Improvements Loans Act was enacted by the initiati ve taken by 

1883 the Famine Commission. This law failed to protect peasants, as 

it cannot provide security. 

Agricultural Loans Act of 1884 was enacted with the view to 

give Takavi loan in the bas is of joint security. This law also did 

1884 not bring any good to the peasantry. Govelllment fo llowing the 

model of Rochdale pIO neer (England) paid attention to 

introduce cooperatives. 

Govelllment of India for the first time decided to introduce 
1892 

cooperative system to resolve the problems of the peasantry. 

It was advised that credit cooperative societi es of Raiffesen 's 

1885- 1899 model be introduced in Ind ia . It was also suggested to examine 

what kind of cooperative society would be appropriate. 

Cooperatives societi es were established in d ifferent parts of 

1900 
India. [n the December of this year a committee fo rmed by the 

government in a meeting gave opinion 111 favor of v illage 

cooperative society following the model of Raiffesen. 
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Indian Famine Comm ission strongly recommended for the 

190 1 estab li shment of agricul tural bank having resemblance with the 

mutual credit assoc iation of Europe. 

Cooperati ve Societi es Act of 1904 was announced on the 
1904 

recommendation of the committee formed by the Vi ceroy. 

In order to supervise the acti vities of primary cooperati ve 

1909 
societies and to suppl y credit to the societies , the necess ity for 

forming central cooperative bank was reali zed. Such central 

bank was first establi shed in Khelor in the distri ct of Mednipur. 

With the pal1icipation of individuals and the cooperative 

societi es, a mixed type centra l cooperative bank was 

1912 es tablished which played good ro le for the formati on of capital 

on the bas is of work experience. Decision was taken to amend 

the 1904 Act. 

1914 
To examine the activ ities of the cooperatives a committee was 

fomled. 

Hemp producers cooperati ve society in Nowgoan and milk 

1917 suppliers society in Barasat near Calcutta were establ ished 

which became widely known in the cooperative circles . 

Under the leadership of Sir Daniel Idamilton, the registrar of 

1918 the cooperative of Bengal and Mr. J T Daneven (ICS) Bengal 

Cooperative All iance was fomled . 

1919 
In the context of the constitutional Reforms cooperati ves were 

included in the agenda of the govemment. 

1920 
The first cooperati ve Bank in India was establi shed in Jhang in 

the province of Panjab. 

1922 Bengal provincial cooperat ive bank was establi shed . 
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1926 
Jute sa le societies merged into a central organi zation and was 

reconstructed and renamed as wholesale cooperati ve society. 

1928-29 
Coopera ti ve Colonization Society was formed in Badarkhali in 

Cox's Bazar. 

Disas ter came in the activities of the societies. Decision was 

1929 
taken to organize the conference of the registrars throughout 

India. And 111 Madras Central Land MOligage Bank was 

establi shed. 

Following the exampl e of the 1919 Act of limited provll1ces 

other provll1ces also passed the cooperative laws 111 their 

1932 respective provinces. (Bombay in 1925, Madras in 1929, Bihar 

and Urissa 111 1935 , Mysore in 1935 and Last ly Bengal in 

1940). 

1934 
Land MOIigage Bank was established with the help of the 

government cooperati ve. 

1934-35 
Central Cooperative Industrial Union and the primary weaver' s 

cooperative association were established. 

As the laws enacted for the cooperative loans caused harm to 

the cooperative loan and as it was considered to be s imilar to 

1935 the users loan, borrowers failed to repay. As a result, 

cooperati ve societi es suffered. Then the slogan was ra ised 

"Save the peasantry". 

1936 Bengal Cooperative Training Institute was estab li shed. 

ICA congress formally adapted the resolution that the 

1937 principles of Rochdale cooperati ve would be considered as 

appropriate principles for cooperatives. 

1940 Bengal cooperative Societies Act was passed. 
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Due to the havoc of famine man y members of the cooperative 

1942-43 
died. Quite India movement along with Pakistan movement 

created political unrest, which caused dissolution of many 

societies . 

By the initiative taken by Mr. Anyanger, ICS, the di strict 

mag istrate of Rangpur consumer's cooperative stores were 

established in all the unions of the district. To suppl y daily 

essential necess ities at a reasonabl e price to the people in every 

1944-1945 union of Kishorgonj , Union Cooperative Multipurpose society 

was fornled. The initiatives of these cooperative societies in 

Rangpur and Kishorgonj are considered to be successful. At 

that time government used the central cooperative industrial 

union and the primary weavers associations. 

After the division of the country resources and the 

1947 
responsibilities were not immediatel y divided. At that time the 

number of the earlier societi es was 26,664. By 1957, 24,675 

societies were liquidated. 

I n the month of March East Pakistan Provincial 
1948 

Cooperative 

Bank was established. 

In Godnail of Narayangonj East Pakistan Cooperative Jute Mill 

1949 was established which was renamed as Bangladesh Jatio Shi lpa 

Sangstha after 197 1. 

East Paki stan 
1951 

Cotton sp ll1l1lng mill was established 111 the 

month of June. 

Paki stan Agricultura l Enquiry Committee fonned in 1951-52, 

1952 recommended for the estab li shment of the union cooperative 

mu ltipurpose society under government control. 

1952-53 The Union Cooperative MUltipurpose Society earned reputation 
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1959 

1960 

because it could start business without government ass istance. 

In 195 8-59 the State Bank of Pakistan started distributing 

agri cultural loan through cooperati ve societ ies with the 

intenti on to increase agri cultural production . Thanks to the 

effDlt s given by East Paki stan Provincial Marketing Society. 

Jute market was created in Great Britain, France, Holland, 

Germany, Czechoslovakia, Poland, Russia, Italy, America and 

Indi a. 

On 27 May Pakistan Academy for Rural Development 

(PARD), presently BARD was established in Comilla. 

In January East Pakistan Cooperative Provincial Industria l 

Society was established. Under the jurisdiction of the project 

" Introduction of Mechani cal Fanning on Cooperati ve Basis" 

Mr. Akhter Hamid Khan started experiment on cooperative 

system. Thus started the 'Comilla Approach. ' The model of the 

Comill a approach is the cooperative on two levels . 

East Pakistan Provincial Cooperati ve Marketing Society and 

East Pakistan Cooperative Union were established . The union 

196 1 as the representati ve of East Pakistan Cooperative earned the 

membership of ICA. Uni on started publishing its magazine 

'Samabaya' . 

Gov!. of Pakistan for the first time declared the principle of 

cooperative. East Pakistan cooperative society was estab lished . 

The cooperative co llege, which was situated in Dhaka, was 

1962 shifted to the campus of Comilla Palli Unnayan (Rural 

Development) Academy in the month of July. On 3rd June 

cooperative society took over the responsibility of Chittaranj an 

Cotton Mill. 
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Four Zonal cooperative educationa l institutions were 

estab li shed In the four divisions . Coordination betvveen the 

1965-66 
central and the primary cooperatives of the sugar cane farmers 

was completed and East Pakistan Sugar Cane Growers 

Federat ion was established in February 1966. In March 1966 

Cox's Bazar sa lt producers cooperative society was estab li shed. 

With the initiative of the department of cooperative following 

1968 
the Comi lla pattern agricultural cooperatives at vi llage level 

were formed under the jurisdiction of the Thana irrigation 

program at the end of this year. 

Under the jurisdiction of the Accelerated Rice Program of the 

1970 Govt . of East Pakistan, agricultural cooperative societies at 

village level were formed. 

Because of the war of independence all development activities 

were 
1971 

stopped 111 this year. On 26 March a new country 

appeared on the map of the glob as Bangladesh. Thereafter 

there was fresh start in independent Bangladesh. 

(U llah : 2003) 

Cooperative Societies Act of 1904 and t he natu re of cooperative movement: 

From the above Table the trend of the gradua l deve lopment of the cooperative 

movement can be clearl y understood. Prior to independence, cooperative 

activities were conducted with the state patronization. Particularly to protect the 

rura l poor from the clutches of usurers and to help them cooperative societies 

werc formed by the initiative of the government. At first initiatives were taken by 

some British civilian officers in their respective work places at the district level 

and their efforts were proved to be successful. According to the Ac t of 1904 

democratic system was introduced for the management of the cooperative 
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soc ieti es at di stri ct leve l. In the ea rl y yea rs of the movement the fund fo r the 

societies was organi zed by the loan from the government and co ll ections from 

pri vate individuals. Also members deposited money upto certa in amount. The 

government loan was free of interest. The society used to give ru ra l agri cul tural 

loan to the appropriate individuals. Cooperative societies deve loped among the 

communiti es of the fis hennen and weavers, among the consumers and among 

some urban communiti es. In all the sub-divisions and many thanas cooperative 

societi es were establi shed. Peasants and vari ous profess ional groups showed 

great interest in it. [n 19 12 new cooperati ve act was announced. In 19 18 Bengal 

cooperative Federation was establi shed in Calcutta. In 1922 it was renamed as 

Provincial Cooperati ve Bank. Cooperati ves were considered to be provincial 

matter as per India Act of 19 [9. As a result, in the decade of 1920 cooperati ve 

movement became a matter of great inspiration. In 1906-7 the total number of 

cooperatives in Bengal was 222. By 1928 the number increased upto 19742 . In 

the same year there were 11 3 central cooperative banks. But in 1929 it suddenly 

collapsed. The wo rl dwide economic recess ion touched Bengal too . Then another 

decrease came when cooperative act of 1935 was enacted. Under this act a 

settl ement board was formed. The board put the total responsibility of repayment 

of the loan upon the cooperati ve societi es and the borrowers. Again the 

borrowers suffered under the money lenders act 1929. According to this act the 

cooperatives were treated as money lending agency and many restri ctions were 

imposed upon them. The tota l effect of all these events was that the once fas t 

growing (in the decade 1920) cooperative movement became weak. In 1935-36 it 

came down to 2.3 million rupee. Because of the effect of the Second World War, 

fa mine of 1943 and communal riot, cooperative movement became weaker. 

Roul and committee declared the cooperati ve movement as nearly dead. In 1948 

cooperati ve bank was established with the intention to rev ive it again. Thi s bank 

dissolved 26000 rural cooperative societi es and in their places the bank 
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in trod uced multi -d imensional uni on cooperative societi es with limi ted 

responsibility. Ti ll 1957-58 its act ivi ty expanded very much. During these years 

the ea rl ier approach to give agricultural loan on vill age bas is was abandoned and 

credit acti vity was in troduced after es tablishing multi purpose cooperative 

societies at union leve l. The cooperati ve acti vities were reformed. As a result 

primary societies at village level and central cooperative banks at Thana level 

were merged in the uni on mUlti purpose cooperati ve societi es. Wi th thi s approach 

cooperative acti vities were aga in started wi th the government patronage. At that 

time government refra ined from supporti ng and funding some of the non

profi tab le organi zations. On the other hand WAPDA and BADC under various 

proj ects organized some benefi ciaries through cooperatives whom they prov ided 

support service. Thus came new concept regarding cooperative (Ali , 2002, 5) . 

The establishment of BARD 

In the decade of 60s the village Agricultural and Industria l Development (V

AID) program was introduced with the intention of encouraging ru ral people to 

be se lf-reliant. In thi s program modern technology was introduced in agriculture, 

Animal husbandry and cottage industry. Foll owing this, Pak istan Academy for 

Rural Development (PARD) was establi shed which is known fo r its "Comilla 

Model" . A new model in the cooperati ve movement for rural development was 

presen ted. The initiative itse lf was a coordinated structure. Beginning of 

devc lopment expansion and the completi on of this model is due to the effOli s of 

Akhter Hamid Khan, the founder director of BARD and hi s co-workers . In this 

model group approach is appli ed and bas ing on such approach small credit is 

provided through cooperati ves. In today's Bangladesh BA RD situa ted in Comilla 

is an autonomous national insti tution, whi ch is invo lved in tra ining, research and 

experiment regarding ru ral development. Comilla model introduced two level 

cooperati ve method. The Comilla model tri es to provide credit fac ili ty to all 
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.. 

including peasants and fi shermen. At thana level agri cultural cooperati ve society 

is formed which is ca ll ed Thana central cooperati ve Associati on. Through these 

organi zations arrangements are made to increase the accumulation among 

peasantry, to provide loan and to organize different type of training . This 

institu tion started experimenting on two- level cooperati ve with a new approach 

under four components whi ch are as follows -

a) Thana Training and Development Centre (TTDS) 

b) Thana Irrigation Proj ect (TIP) 

c) Rural Works Proj ect (RWP) 

d) Two-level cooperati ve. 

In order to materi ali ze the Comilla mode l coordinated Rural Development 

Program was adapted. But for the implementation of the four components 

va ri ous departments were created onl y after independence. As policy of two level 

cooperati ve central cooperati ve at Upazila level and primary society at vil lage 

level were fonned. Side by side property- less peasants and women were 

organi zed in the cooperatives and with them above program was largely 

in troduced with govell1ment suppOli . Its aim is: 

• To increase agricultura l production cooperatives of two leve l. 

• Poveliy eradi cation by increas ing income and job opportunity. 

• Development of women and their empowerment. 

With the effOlis by the departinent of cooperative other forms of cooperati ve 

acti viti es under various development proj ects were being continued at the same 

time. In 1962 policy makers decided to give full support to the cooperative 

act ivities for the development of agri cul ture. New method of rural cooperatives 

was to give more emphas is on the training of the members, regular weekly 

meeting, small-scale accumulation and use of hi gh yielding seed, fertili zer and 

irrigation. Uniting all the primary cooperati ves of village leve l, Thana central 

cooperati ves were formed at thana leve l. It has been proved that thi s type of two-

- 64-

Dhaka University Institutional Repository



level cooperati ve gives bettcr result. So at a later stage the same method was 

introduced under the direction of Bangladesh Rural Development Board for the 

im provement of thana training and development centres. A decentrali zed and 

coordinated adm ini strative was planned. 

In 1963 govelllment decided to estab li sh such centers throughout the country and 

subsequently such centers were estab li shed in all thana. For the improvement of 

the physical superstructure the academy involved the local council and the 

villagers through experimental projects, whi ch was later known as rural works 

program. As it was successful the same was introduced th roughout the country in 

1962-63. While the academy was closely observing the management of the rural 

cooperatives in the sadar thana of Comilla which is the research area, the 

cu ltivation of a new rice was introd uced. A new institutional system was 

deve loped as a result of the necess ity of joint initiatives of all the officials at 

thana level for the purpose of implementing training program fo r management of 

the irrigation technology. In 1960 such system was known throughout the 

country as thana ini gation program and for a result cooperati ves in country 

became over spreading. It was a great success that govelllment organized thirty 

thousand cooperatives among the peasants. Government also promi sed to give 

full support to the member of the cooperatives in all of their economic activities. 

Other acti vities of BARD with the aim of eradicating poverty are as fo llows: 

• Expansionist acti vity 

• Post flood activity 

• Improvement of physical super structure 

• Training and development of human resources 

• Exhibition and selling centre 

Providing training to govell1ment and non-government officials is one of the 

compulsory tasks of BARD. The aim of the research conducted by the academy 
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is to co ll ect soc io-cconomic data and informati on for the purpose and planning 

and for maki ng proj ects. The results of these researches are not onl y used as 

subj ect fo r tra ining but also used by different ministri es , planning commi ssion 

and the policy makers. Bes ides the academy, universiti es and research 

insti tutions are invo lved in the task of evaluating important national rural 

deve lopment proj ects e ither alone or in co ll aboration w ith d iffe rent government 

insti tutions. Since its beginning it has so far conducted 48 experimental projects 

rega rd ing va ri ous aspects of rural development. Government supp0l1 de finitely 

encourages the formati on of coopera ti ves in all the maj or or minor sectors of 

economy. However when the cooperative acti vities were analyzed du ri ng the last 

years of Pak istan peri od then it was found that the cooperati ve movement for 

loan di stributi on and poverty eradicati on fa iled to get des ired goa l. 

(Obaidullah : 1993) 

After independence: Rural financial assistance (Loan) 

It is quite natural that during 197 1 when people were involved 111 the war of 

independence there coul d not be any activi ty of the cooperati ves. After 

independence cooperati ve initi atives were given the highest patronage. Even 

subj ects li ke cooperati ve ownership and state patronage were mentioned in the 

constitution. Si nce 1972, these two types of cooperati ve principl es being 

fo llowed and practi ced . They are as below: 

I . Traditional cooperati ves under the supervision of the department of 

cooperati ves. 

2. Integrated Rural Development Program (TRDP) 

IRD P having full state patronage with the intention of rural development and poverty 

erad ication started its activity in 1972, immediately after independence. lR DP fo llowed 

the Com illa model and spread through out the coun try. Peasants were organi zed in two

level cooperatives. Loan and after benefi ts were distributed tlu·ough cooperatives. This 

gave strength and encouragement to the marginal and landless peasants in getting 

themselves organi zed. Providing opportunity to get loan through forma l and infol111al 
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coopcratives poor women were made self-rel iant. Thus micro-credit was 

institut iona lized at government level. 

Self~reliant Program 

To achi eve the goal of self-dependence and sel f-sufficient Bangladesh a program 

namely Sanirvar karmasuchi meaning self-reliant program was adapted. It was 

Mahbub Alam Chashi , the director of BARD who started and led thi s movement. 

Immediately after independence he and some of his colleagues having same idea 

started this movement in 1973 . In order to give support to these act ivities a 

special cell was fo rmed wi thin the Ministry of Agriculture and Mr. Chashi was 

appoi nted as its general secretary. The program with the slogan of self- reliance at 

a later stage spread throughout the country. The main goal of this movement was 

that every vill age shoul d be self-dependant and self-suffic ient. Mainly the target 

was to achieve self-suffi ciency in food. So the self-reliant movement helped the 

peasants to increase producti on by the application of advanced method of 

cultivation, use of good seed, fertilizer and advanced techno logy through 

irrigation etc .. To distribute micro cred it among the marginal peasants through 

IR DP was one of the tasks of this program. The program decided to make 

agricu lture dynamic by establi shing deep and shallow tubewells and water pump 

and by digging cannel for the purpose of supply of water to the field. At that time 

food for work program was also in troduced to help the peasants and the rural 

agriculture. Besides this program helped in developing rural health, education 

and communication system and creati ng or increasing job oppOitunities for the 

landless people (Chowdhury: 1982,70-1 00). 

From IRDP to BRDB 

Bangladesh Rural Development Board is the single largest government 

organ izat ion fo r the rural development and poverty eradication. Through a govt. 

ordinance IR DP was reconstituted and turned in to BRDB. There are new types 
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of two-l evel cooperati ves under the j uri sdiction of integrated ru ra l development 

prog ram. 

BRDB is given the responsibility to increase food production through the spread 

of two- level cooperati ves all over the countTy. As a resul t, there appeared many 

cooperative societies. One of the main features of thi s method is to organize rural 

peasants through two-l evel cooperati ves, so that peasants can accumulate capital, 

get training loan, agri cultu ra l inputs and marketing fac ilities and thus increase 

production cooperatives at thana and village level, which organizes to teach the 

peasants about modem culti vation. lITigation materi als, high yielding seeds, 

chemical, fe ltilizers and pesti cide are also supplied. Peasants are organized in the 

primary village based cooperati ve and then Upazila central cooperative society is 

organized as an open body. Through share di stribu tion and accumulati on process, 

members of the cooperatives can create capital, which can be invested. Besides, 

training on development and the use of modem technology is given. Loans for 

ilTigation materi als and crop loan at easy terms are given too. BRDB has been 

ab le to organize 22 ,55 ,000 peasants within the framework of cooperati ves and its 

acti vity have spread in 448 thanas or Upazilas . Taka 84278.82 lacs (842 crores 

78 lacs 82 thousand) have been given as crop loan to the members of 

cooperatives. The other kind of loans given to them amounts to taka 2 165 .58 

lacs. BRDB also took up the program fo r the women in order to help them for 

their socio-economic development and empowerment. Intemational and national 

experts consider that the management capability of the societies as well as the 

cooperati ve mentality of the members are of high level (Rahman : 2003, 189-

29 1). 

Nationalized Commercial Banks 

Immediately after independence nationalized commercial banks established 

branches in the villages and increased the suppl y of institutional loans for 
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agriculture, which encouraged the peasants. Immediately after independence the 

amount of agricultural loan increased to a great extent, which brought significant 

changes in agriculture. Jnstitutionalloan increased from 55 million in 1960-6 1 to 

326 million in 197 1. In 1976 it amounted 865 milli on. In 1980-81 the fl ow of 

agri cultural loan increased by 30 % and reached the figure of 3600 million . As 

advanced technol ogy was introduced at that time it was thought that by 1990, the 

requirement for the institutional loan for fam1-based production would reach 

16500 million . In 1976-77 Ziaur Rahman introduced "Special Agricultural Credit 

Program" with a budget of Tk. 100 crore. This money was given through 

agricultural l krishi bank and the 6 nationali zed commercial banks. By the 

initi ative of Major General Salam, the then GOC at Bagura, a program under the 

name of Matir Oak (ca ll of the soil) was undertaken in some di stricts of Rajshahi 

division in 1977-78. The program included special loan activity of 100 crore 

taka. Such program did not have any approval either from government or from 

Bangladesh Bank. The program of short-telm agricultural loan proved to be very 

effective. But as it was considered to be an extra job of the commercial banks, 

the repayments of the loan faced many problems and were disturbed. The 

govelllment made the city-based banks to be conscious of their social 

respons ibility and encouraged them to open branches in the villages. From a 

research carried out in 1983 it is lealllt that the institutional loan in the villages 

were only 15% of the total loan (informal & formal) available in the rural areas. 

Till then the informal loan from mahajans (users) or relatives was the main 

source of loan. 25% of the loans were supplied by shopkeepers, small 

businessmen and well to do famili es. Onl y one-third of the borrowers used such 

loan for productive agriculture. Four-fifth of it were used for other purposes such 

as famil y expenses, food , medical treatment, various festivals , house construction 

etc .. In most cases repayment was done in non-monetary form i.e. through 

phys ical labor. In such cases the interest was too high, sometimes more than the 
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amount of loan taken . In most of such cases the land possessed by the borrower 

was considered to bc the security. 

BR DB ini tiated programs fo r the improvement of rural live lihood, which proved 

to be success ful to certain ex tent. Such steps taken by govelllmenl pl ayed 

im portant ro le in the program of eradicating poverty. There are such projects as 

Rural Li velihood proj ect in 152 Upazil a under 23 di stri cts. It is fin anced mainl y 

by ADB . At the beginning the projec t faced many probl ems. In a research paper 

it was seen that till 2002 there were 12472 primary cooperatives where 40% were 

thc bene ficiary who could accumulate Tk. 2900,39 lacs . A number of 

I, 10,3 17persons including men and women were trained on subj ects like staff 

deve lopment, cooperati ve management, skill development etc .. As a result, the 

job oppOltunity of the benefi ciari es particul arl y of the women was increased. 

Mai n acti vity of the Rural Live lihood Project was to g ive loan to the absolute 

landless people who do not havc land for household even . The amount of total 

loan given was about taka 53394. I 4 lac. 

The rura l povelty eradi cation program of BRDB distributed take 823.77 crore as 

loan to the people without any property till 1993. Under this project 296277 

persons from 12,360 grou ps were organi zed. The members collected tk 25 .8 I 

crore as savings whose rate of repayment was 97% . Besides, advices were given 

for increas ing consciousness about health and family planning, forestation, 

improvement o f healt h etc .. 

(Chowdhury: 199 I ) 

Sonali Bank so far di stributed several thousand crore taka for the purpose o f rural 

development and poverty reduction. There are more than ten thousands projects 

still functioning under loan giving program of Sonali Bank. More than few lacs 

of people are getting benefit out of these proj ects. According to these proj ects 

poor women are given loan without any conditi on for the purposc of women 

empowerment and to make them capable of earning. Loans on very easy terms 
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arc givcn parti cu larly to the physically incapable women or the ac id victims. 

Sonali Bank played role for the women empowerment and in the forma ti on of 

social capital. 

Similarly the aim of the l anata Bank branch project is to survey over any area 

and to find out the scopes for crea ting jobs in that area. On that basis the bank 

provides loan to the rural people so that they can engage themselves in 

agricultural and non- agricultural occupations, such as small business, cottage 

industry, jobs related to irrigation equipment, crop raising, fi sheries and livestock 

etc .. 

Thi s is a picture about the loan distribution by the nationali zed banks and about 

the repayment. Till December 2000 the loans disbursed by the six banks were 

Tk. 70,059.88 milli on and the rate of recovery was 88.55% which is quite 

sati sfactory. Amongst them Sonali Bank gave the highest amount of loan, i.e. Tk. 

36,99 1.60 mi ll ion and the rate of recovery was 89 .01 %. Bangladesh krishi Bank 

(BKB), a specialized bank, whose task is to do banking only for the improvement 

of agriculture and rural development, disbursed taka 6684.60 million as loan, its 

ratc of recovery being 77.89%. It may be mentioned here that this bank stands at 

the bottom posit ion among the nationalized banks dealing wi th small loans. In 

this respect the position of Agrani Bank is third from the top, but its rate of 

rccovery is as high as 95.93%. 

Bangladesh Krishi (Agricultural) Bank: 

Bangladesh Krishi Bank is the continuation of the Pakistan Agricultural 

Developmcnt Bank, establi shed in 1961, which came into existence by the 

merger of two banks namely Agricu ltural Development Finance Corporation, 

established in 1952 and Pakistan Agricultural Development established in 1957. 

In 1992 Bangladesh Krishi Bank (BKB) introduced "Landl ess and Marginal 

Farmer's Credit Programme" for giving loan to landless and marginal peasants. 
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At that time this was introduced as a regular loan program in all its branches . 

Those people having onl y homestead land or having land less than 1.5 acres can 

appl y for loan undcr this program. BOlTowers need not go to the bank; field 

workers o f the bank co llects the insta llments for repaying going to the house o f 

the borrowers. Moreover such staff of the bank would go to the house of the 

leader o f the group to sit in the weekl y meeting of the group and to give them the 

necessary training. The loan-giving program of the Palli Pragati Prakalpa under 

Rural Development & Cooperati ve Di vision is being implemented in all the 

Upazilas through Bang ladesh Krishi Bank. 

The Parti cular sectors where BKB gives loan to any person or organization are as 

foll ows: 

• Crop Production 

• Vegetable culti vati on 

• Forestation 

• Fish Cultiva tion 

• Rural co llage industry (In some cases) 

For the effecti ve loan management and supervision of the branches, the bank 

introduced zonal audit system. At the time of foundation Bangladesh Bank 

provided money for the BKB . But now the bank has been able to increase deposit 

at a growing rate. So its dependency on Bangladesh Bank is lessened. The actual 

picture can be seen from the following data: 

• In 1972-73 the rate of increase of depos it was 63% but from 1977-78 to 

1980-8 1 it was 90%. 

• In June 1982 the amount of deposit was Tk.1.76 1 billion, which increased 

upto Tk.3 1.43 1 billion in June 2000. 

• The rate of increase of advance during 1977-78 to 1980-8 1 was 93%; 

whereas thi s rate during 197 1-72 to 1977-78 was 70%. 
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The bank gives preference to the financial help for crop production. The other 

sec tors where the bank gives financial assistance are: 

• Proccssi ng of the products 

• Storing 

• For marketing of the agricu ltural products (For thi s purpose short term, 

medium term and long term loans are given) 

The period for repayment depends upon the purpose of the loan and upon the 

time span needed to make income. 

For example: 

• Short term loan: 

For seasonal agricultural productive activity. 

• Medium term loan: 

For shallow pump, hand driven pump, agricultural equipment, bullock 

cart, goat farm, poultry, cattle for plough, transport cost for agricultural 

commodities and other agriculture related matters. 

• Long Term loan: 

For mechani zed plough or power tiller, shallow tubewell , establishment of 

ice making machine, establishment of agro-based industry, expansion of 

tea garden or vegetable garden, forestation and fish cultivation. 

The period for repayment: 

• Sh0l1 tern] : 18 months 

• M ed i u m term : 5 years 

• Long term: more than 5 years. 

The major sectors where loans were given (upto 30 June 1999). 

• Agriculture, animal husbandry, forestation and fish cultivation (Tk. 

25.785 billion) 
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• All kinds of industry (Tk .7 .483 billion ) 

• Retail & wholesale business and hotel (Tk.I .262 billion ) 

• Insurance, land and business service (Tk. I.6 17 billion ) 

• Transpoli, communication and godown (Tk .6 13 million) 

• Special loan program for poverty reduction (Tk .2.633 billion) 

• Others (Tk.3.763 billion) 

Besides, BKB gives fin ancial ass istance to many other proj ects and special 

programs. It provides money amounting Tk.14 billion per year for loan 

ass istance III marketing for Betagi community forest project, for self reliant 

Bangladesh proj ect for sel f employment of the educated unemployed youth etc .. 

The foll owing are the proj ects or programs for which BKB gives financial 

ass istance-

• Spec ial agricultural loan program 

• Agricultural farms hav ing contracts with BADS 

• Potato culti vation and preservation or tea plantation 

• Hand dri ven pump 

• Shallow and deep tubewell 

• Experimental funding proj ect 

• Dairy farm 

• Poul try 

• Fi sh culti vation 

• Tobacco or banana or cotton production 

Cooper'ative Banking 

A fte r independence in 197 1 this bank was given a nati onal status and started 

cooperati ve banking activity with a new name as 'Bangladesh National 

Cooperati ve Bank Ltd.' At the time of partition of India in 1947 cooperative had 

to suffer because its headquarter was in Calcutta at that time. Therefore it was 
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required to reconstruct the bank. In 1948 three- level cooperative societ ies were 

formcd under the name of East Pakistan provincial cooperative Bank. 

The Three levels are as fol lows: 

• Main bank formed at national level. 

• 62 centra l cooperati ve banks formed at sub-di vision leve l. 

• four thousand uni on cooperatives mUltipurpose society form ed at union 

leve l. 

I n the context of the new situation and for the interest of the socio-economic 

development of Bangladesh, a new ordinance regarding cooperative societies 

was announced, annulling the Bengal Cooperative Society Act of 1940 . At 

present all kinds of cooperative societies are regular by this law and by the 

cooperati ve rules of 1987. 

As stated earlier, the bank was named as Bangladesh Samabay (cooperative) 

Bank Ltd in 1977. Now cooperatives are of three levels: 

• On the top there is Bangladesh Samabay (cooperati ve) Bank Ltd. 

• In the middle there are central cooperati ve banks and central societi es. 

• In the fie ld level there are primary societi es. 

Main work of Bangladesh Samabay (Cooperative) Bank Ltd 

Its main task is to supply money to privide fund from the central cooperative 

banks to the middle level cooperati ves, so that they can invest the same in the 

primary groups. The primary groups invest the fund as loan to its members. 

Difference between cooperative banks and normal banks 

Fol lowi ng are the basic differences between normal banking and cooperative 

banking: 

• Cooperative bank is not bas ica ll y related to commercial banking activities. 

It is involved in the supply of small credit in the villages specia ll y for the 

funding of agricu lture. 
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• Commercial banks conduct their acti viti es th rough the network of 

branches, whi ch are controlled by the head offi ce. Whereas on the other 

hand Bangladesh Cooperati ve Bank Ltd and the central cooperati ve banks 

work independentl y in their respecti ve areas and are controlled and 

directed by respecti ve board of directors. 

• Cooperative banks are formed on the bas is of cooperati ves managed under 

the supervision of the members of the cooperatives according to the 

cooperati ve law and audited by the registrar of the cooperati ve soci eti es. 

On the other hand commercial banks function as per compan y act and are 

controlled by the central Bank (Bangladesh Bank) of the country and 

audited by the offi cer appointed by the government. 

• Commercial banks can give loan to the people and take deposit from them 

as per their own rul es and system. Their banking system and principles of 

giving loan are very broad. 

• Borrowers from commercial banks are not under the control of the bank. 

On the other hand cooperative banks can give loans onl y to its members 

according to cooperative law and the loan poli cy of the cooperative department 

and also according to the direction o f central banks. Same rules and principals 

are applied while taking deposits fo rm the members o f the cooperati ves. Since 

the bO ITowers are the members of the banks they have their role and parti cipation 

in the management of the cooperative banks. As per rules of Bank Company Act 

199 1, Bangladesh bank can inspect and control the acti vities of cooperative 

banks. 

One of the most successful society out of 1,45,000 cooperative societi es 

throughout Bangladesh is the Bang ladesh Bank employees cooperative loan 

giving society estab li shed in 1948 hav ing about 20 cores taka in its possession. 

Its membership is 4,6 13. 
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The following table gives a picture of financial activities of Bangladesh 

cooperati ve bank for the last few years. 

Table: 7 

Year Loan Total Total Net Profit Total 

disbursed income expenditu re Member 

1993-94 3.78 3.994.15 1.47 2.68 465 

1994-95 4.36 4.8 1 7.14 3.13 4.00 468 

1995-96 4.1 8 3.89 4.39 1.53 2.86 474 

1997-98 5.71 4.79 52.88 38.24 14.63 482 

Source: Annual Reports of Bangladesh Samabay (CooperatIve) Bank Ltd 2003 

and Bangladesh Krishi Bank 2004 

13 ministries and depmtments are directl y involved micro credit activities. The 

following are the main government ministries and departments involved in the 

mi cro credit activities. 

1. Finance Ministry 

2. Department of Rural Development and Cooperative 

3. Ministry of women and children affairs 

4. Social Welfare department 

5 . Ministry of Labor and Manpower 

6. Fish and Animal Resources Department 

7. Ministry of Agriculture 

8. MinistTY of Industry 

9. Ministry of Land 
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10. Ministry of Local self government 

II . Ministry of Youth and sports 

12. Textile and Handloom board. 

13. Cabinet Di vision 

How government plays the role regarding micro credit activity is given below: 

51 
No. 

·1 

I'. 

1 ' 

. , 

Table : 8 

Microcredit Prog ram of Different Ministries. (As of December, 2003) 

Name of the Ministry 

Ministry of Finance 

Rural Development and 
Cooperal lve 

MInistry of Women and Children 
}\ffalfs 

Sorl;11 Welfare NIInrstry 

Ministry of Labor and 
Employment I 

Cabinet DIvIsion 

Mlm~try of Fisheries and 
t Iveslock 

Ministry of Industry 

Ministry of Agriculture 

MlnI::>try of Land 

MIIII~IIY of LOLa! Government 

r,.1IJw,lry of Youth and Sports 

r~'H11 try of Textih~' 

Total 

• 

Cumu . 
Disbursement 

1-
Cumu. Recovery 
(Taka in Million) 

Taka in Million) ~ 

1 359.90 
- ---r--

30.37430 

2353.10 

1. 106.30 

25.880.00 

1.589.70 

5.002.20 5503.50 

147 20 I 376.30 (past due) 

89.90 

1.56780 

1.968.20 I 

2.67310 

68460 

S6180 

5331 70 

262.30 

oL.877 50 

76.90 

1.055 50 

1,74760 

1914 30 

55430 

23750 

4,36530 

89.20 

43.990.60 

11 .P' F, ,)11)11 Survey, 200., fv\:nlstry of Fwa:-,;(; 

Recovery 1 
Rate 

(%) I 
8135 

85-951 

64-100 I 
9089 

2556·: 

85.54 

45-77 

69-91 

7 1-98 

80.97 

4227 

81 87 

34 01 

83.19 
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Table: 9 

Microcred it disbursement by Ba nks as of December 2003 

Number of 
Benehciarres 

4,302,144 \ 

L- 3.073,802 

Jon"t" Bank 1 75~ 

8i'1n!1.ildp.5h Knshi Bank I _ 1 .50,7 .8~~ \ 

R<l]shahl Knshl Unnayan Ban+ _ 183.975 

Rupall Bank 32. 546 1 
Ans",ar VDP Bonk - -I --- ;;.222 I 

SOCial Investmen1 Bank I 3.279 

14.473 
I 

130.465 
1--

Tile Trust Bank Limi ted 

BasIc Bank limited 

Total 

aill ,1Indt-:~h f canomle Survey, 2004 

30,000 

159.576 

~,82;,246 1 

Cumu Disbursement 

( in million Taka) 

Recovery 

Rate (%) 

_ 46,93770[-_ 98.B7 

14 .33B.10 99.47 
- -

1B.317.40 B9 B3 

9-4BB BO I 8626 I 

'''''~ '''~ 
254 70 B500 

- 2 835 70 i 9B 43 

232.70 9400l 

93 70 95.00 j 
2~92~ 60t 9800--' 

1.564.90 
I 

67330 I 

99,352.30 t-
95.00 I 
98.00 

NGOs play an important role in micro credit activity. Below there is a brief 

discussion on NGO activities regarding mi cro credit. Micro credit is given 

mainl y to the urban and rural poor so as to help them to create job and income. 

To get such loan no security or security guarantor is required. The members of a 

central or primary group remain as guarantor. Those who have land less than 0.5 

acres can get thi s loan. Such persons are brought together to fo rm a group. One 

of the pre- conditi ons for getting such loan is that they should undergo a period 

of one to six months for ori entation process. All the members of the group 

collectively give guarantee for paying back the loan obtained by the members. 
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The members of the group compul soril y and regularl y get together in a meeting. 

Normall y there is weekly meeting. Normall y loan is to be paid back within a yea r 

by weekl y insta llmen ts. The amount of installment and the period of repayment 

are dependant upon the policy of the loan-giv ing agency. Sometime there is the 

sys tem of fortnightly or monthl y installment. The field workers of the loan 

giving organizations keep a keen watch on the credit activity and how the 

installments are paid. Besides, each member of the borrowers group keeps an eye 

on others to find out whether they are paying the installment or not. 

The rate of repayment is satisfactory for those semi formal micro credit 

institutions whose fi eld level monitoring sys tem is very intense. Sometimes this 

rate exceeds 95%. 

NGO activities started III Bangladesh with the aim of eradicating poverty. 

According to stati stics of 1995-96 the percentage of the population li ving below 

the normal poverty line in urban areas and villages are 49.7 and 47.1 

respectively. The same ratio for the people living in extreme poverty is 27.3% in 

urban areas and 24.6% in rural areas. According to the Bangladesh Bureau of 

stati sti cs povel1y level on a national scale in 1999 decreased to 44.7% whereas it 

was 47.1 % in 1996. In the same period of years the ratio for urban areas 

decreased from 47.1 % to 44.9% and in rural areas from 44.4% to 43.3%. 

Indicators of the poverty in Bangladesh 

In one of its observations regarding development Bangladesh Institute of 

Deve lopment Studies (BIDS) pointed out the followings subj ects for measuring 

poverty. 

• Per Capita income/consumption 

• Total expenses on consumption and the relati ve proportion of expenses on 

food 
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• Degree of inequality among population in the distribution of income 

• Land per capita 

• Per capita rcsources other than land 

• Rate of accumulation and investment 

• The amount of loan to be repaid 

• Standard of education , knowledge and cu lture 

• Housing si tuation 

• Per capita intake of nutrition 

• Physical and mental health 

• Standard of health system 

• Employment status and type of occupation 

• Per capita consumption of fuel 

• The use of dress, shoes etc .. 

• Expected average longevity 

• Security situation 

• Nature of participation in the social power 

• Physical and social structures (transport, education, health , cultural 

institution) 

• Events of natural and social disaster 

• Disaster management system and capacity to overcome crisis 

• Political, social and cultural rights and degree of freedom 

• Standard of genera lly used technology in livelihood 

• Degree of oppression in the social relation. 

(Source: BIDS webs ite) 

The condition of poverty in Bangladesh 

There are certain aspects of the society identifyi ng the extreme poverty of 

Bangladesh, which are given below: 
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• 30% of the people are ex tremely poor who have no means of li vi ng at all. 

Women and children are worst among them. 

• Average longevity of our country is 58 years, whereas in china it is 70 

yea rs. 

• In Sweden a woman on average lives 8 1 years and it is 49 years for a 

woman in Bangladesh. 

• In Bangladesh women li ve 2 years less than men (on average) , every day 

women are being more and more deprived. 

• As regards death at the time of birth, it is more in case o f girl child. 

• 75% of the in fants up to the age of 4 yea rs are less developed phys ically. 

• Only one-fifth of the babies born, have the opportunity to grow up 

healthil y in a normal condition. 

• Cal ories taken by women or 29% less than that by men (on average) . 

• Natura l calamities like fl ood, draught, river erosion, storm etc .. causes 

sudden worsening of the condition of women and children . 

At present it is difficult to imagine that there is any village without any NGO 

there. NGOs are connected with rural life. But in 60s there was no NGO. Even in 

70s there were onl y few NGOs in a ve ry few places. NGOs started activities in 

the late 70s. In 80s they started to spread branches and in 90s they appeared 

cverywhere. 

In past there was mostl y mahajan's loan, which sti ll ex ists today, though to a 

lesser degree because of the presence of other kinds of micro credil. There were 

two types of mahajan 's loan; commercial loan and the khoraki loan, which 

means loan for basic needs . 

Work plan of the govern ment for poverty erad ication 

The mill ennium deve lopment goal announced by UNO 111 2000 and the 

subsequent goal declaration does not speak about total poverty eradication but 
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poverty reduction. The gov!. prepared a document known as PRSP (Poverty 

Reducti on Strategic Paper), which rep lace the 5-year plan. Instead PRSP is a 

strategic work plan with a limited goal and area of work , whi ch would be 

reviewed after every th ree years. 

Thcre is promise to reduce poverty by improving the cond ition of the poor and 

depri ved section of the population. The principle adopted in thi s regard by the 

gov!. is as follows: 

A) Poverty reduction: to involve the backward and deprived people in the 

economic activity to create self-employed job opportuni ty through the 

supply of micro credit and to make houses fo r the homeless. 

B) Development of human resources : The main purpose is to increase work 

capability, effici ency and productivity of the poor. The issue of human 

resources also includes subjects like health care, education etc .. 

C) Agricul tural development: Poverty reduction is related with the overall 

economic development, which in turn depends to a great extent on the 

deve lopment of agriculture. 

D) More investments on social sector: Structural development and 

govell1ment investment on social sector will graduall y reduce the poverty. 

E) Gov!. expenditure for the bene fit of the poor. 

To increase gov!. expendiulre fo r the primary educa tion of the poor children to 

ensure medical treatment and proper health care is important fo r social 

development as well as fo r poverty reduction. 

Some programs taken by govt. for poverty reduction 

There are some targeted programs of the gov t. along with the goal of reducing 

poverty. These programs include mak ing safety network for the poor (food 

security etc .. ), the creation of rural structure and its main tenance, rura l 

development programs, primary women education program, mi cro credit 

programs etc .. 
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Table: 10 

Some programs taken by govt. for poverty reduction 

Program for social security belt Social programs 

I. Food fo r work program I. Shelter project 

2. Development program fo r the 2. Old age a llowance 

di stressed people 3. Fund for housing 

3. Food for education program 4 . Distressed women all owance 

5. Housing program fo r poor and 

helpl ess people (Shanti Nibals ) 

6. Rearing of goat project 

Source: AnIlual Report ofBRAC - 2005 

Micro credit as a part of the poverty eradication program: 

Micro credi t programs of both government and non-government institutions as a 

part of the poverty reduction program are in operation in Bangladesh. Below is 

the tab le showing the activities of the commercial banks as regards micro credit. 

Table: 11 

The activities of the commercial banks as regards micro credit 

O"ga nization Year Distr ict Bra nch Village Beneficiary Tk in 
million 

Grameen Bank 1983 - 60 11 5 1 39875 23 .61 lac 129.6 1 
2000 

PKSF 1990- 63 189 133 17 - 7.94 
2000 

Commercia l -2000 - 5 - 10.56 million 52 .93 
Banks 
Ka rma 1999- - 24 - 1545 persons 50.78 
Sangsthan 2000 
Bank 

Source: BBS Report 2000, Bangladesh Bank Report 1999 

The acti vities of NGOs are also quite large. After the Second World War 

Community Development Model for the underdeveloped countries to be formed 
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under the leadership of United Na tions and international development 

organizati ons of USA was gIven much importance. But Community 

Dcvelopment Model fai led to touch the larger section of populati on in the 

dcve lopment process. As a result in the decade of 70s there wcre new programs 

to meet the bas ic needs of the people th rough UNO . Now the theoretical basis of 

thc NGO activities is the attempt to reach the people by peoples' parti c ipati on in 

thc development process. After the cyclone o f 1970 and after the liberation war 

in 197 1 some foreign and national vo lunteer organizations came forward to serve 

the people and to help the government's effort in the reconstruction work of the 

war di vested country. In the beginning they were involved only in the relief and 

rchabilitation acti vity, but later on these organizations got involved in other 

social acti vities parti cularl y in the sectors of health, educati on, family planning 

and so on. At present more than eight thousand NGOs registered in the Ministry 

of Social Welfare are carrying on such activities. These organizati ons work with 

a declared goal of improving the conditi ons of the land peasants and other poor 

pcople of di ffe rent profess ions, parti cularl y the rural, neglected, poor women. 

The aim of their acti vities is to improve the socio-economic conditions of the 

poor people and to eradicate poverty. 

The NGOs prov iding service in a small way cannot onl y create consciousness 

and the mentality to be self-reliant among some portions of the people. Such 

e rfDl1 for development of the poor can succeed in a limited way but it is not 

poss ible to have total development and eradica tion of poveliy in this way . 

Bcfore independence NGOs did not have any noticeable acti vity in our country. 

Pri or to independence few non-government organizations used to do some kind 

of customary work in the fi eld of re ligion and culture. Amongst them Baptist 

Miss ionary, CRM , Christi an Miss ions are mentionabl e. But in our country 

CA RE, and US Orga ni zations were involved in implementing some kind of 
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development oriented rural projects with the approval of the government since 

the decade of 50s . 

A fter the cyclone of 1970 and after the war of independence 111 1971 quite a 

number of foreign and local NGOs got involved in the relief and rehabilitation 

work . They were engaged in di stributing relief materials and medicine, providing 

hea lth service and constructing shelter etc .. Since then activities of the volunteer 

organization increased gradually. 

After 1980 the number of NGOs jumped, it started to increase at a fast rate. They 

were engaged in multi-dimensional activities. They had program regarding 

education, health care, medical support, preservation of the environment, 

eradication of poverty, social deve lopment and so on. Their service-oriented 

act ivities became quite visible. 

Below there is a Tab le, which shows the gradual lI1crease of the number of 

NGOs (both foreign and local) 

Table: 12 

Gradual increase of the number ofNGOs 

Year Local Foreign Total 

Upto 1991 395 99 494 

199 1- 1992 127 12 139 

1992-1993 75 15 90 

1993 -1 994 148 8 156 

Source: Directory ofNGO 2003 ·2004 

NGOs are registered in the different depaltments of the government such as 

Departments of Social we lfare, Women affairs, Youth Development, Family 

Pl anning etc .. 
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Palli Karma Sahayak Foundation (PKSF) 

Through Palli Karma Sahayak Foundation (Rural Empl oyment Assistance 

Foundation) NGOs have been working and claim to contri bute to the eradicati on 

of poverty. PKSF, 'not for profit' organizati on, was established in 1990 by the 

Government with the main objecti ve of providing financial and instituti on 

building assistance to the organizations implementing micro credit programs. Its 

ul ti mate goal is povelty alleviation. PKSF has spread its program all over the 

country through its partner organizati ons. PKSF provides loanable funds and 

instituti onal support to its paltner organi zations (POs), whose number as of 

December 3 1,2006 stood at 21 8. PKSF micro finance program, which includes 

both fin ancial services and capacity building support, has expanded rapidly, 

particularl y during last few years. Till 2006 more than one-third of the micro 

credi t bOITowers of Bangladesh receive PKSF's funding. PKSF is getting 

fin ancial supp0l1 from the government and development partners. It does not 

direc tl y lend money to the poor bon'owers; it reaches its target group through its 

partner organizations. Upto June 2006, PKSF has disbursed US$ 434.20 million 

to its partners. Revolvi ng this amount micro finance institutions have disbursed 

US $ 3,3 14.00 milli on to 6.80 million poor people maintaing a recovery rate of 

more than 98%. More than 90% of the poor borrowers are women. PKSF charges 

4.5% service charge POs under OOSA category (Organization operating in small 

areas) and 7% service charge from its BTPOOL category (Large micro fin ance 

insti tutions) POs. But the service charge from the POs under the Ultra Poor 

program is I %. The POs take service charge 10% or below from the borrowers 

under the Ultra Poor programs, while in all other programs and proj ects the 

service charge is generally about 12.5%. 

( Source : PKSF website and PKSF annual report 2006) 
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Areas of the act ivities of NGOs for poverty eradicat ion are as follows: 

• Population control 

• Eradicat ion of unemployment 

• Creat ion of j obs 

• Creation of the opportunity of sel f-employment 

• Education program 

• Forestation 

• Act iviti es related to health 

• Supply of drinking water 

• Sanitation 

• Cyclone shelter management 

NGOs played acti ve role in the poveliy eradication program si de by side 

con tributi ng in the present trend of socio-economi c development. Their roles 

have long-range effects. 

(Rahman :200 I) 

Brief introduction of the fi ve NGOs: Grameen Bank,BRAC, ASA, Proshika, and 

Buro Bangladesh are given below: 

Grameen Bank: Grameen Bank IS a specialized microcredit bank of 

Bangladesh, which was launched by Professor Muhammad YUIlUS near 

Chittagong Uni vers ity in 1976 as a project. In 1983, it was transformed into a 

fo rmal bank under a specia l law passed for its creation with the initial support 

from Bangladesh Bank. The poor borrowers of the bank who are mostly women 

own the bank. Bonowers of Grameen Bank at present own 94 % of the total 

equi ty of the Grameen bank. The Government owns remaining 6 %. Grameen 

Bank has 1537 branches (as repOli of June, 2005) . It works in 54,022 villages of 
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G I districts in the country. Total number of borrowers is 4.76 million of whom 96 

% are women . Total amount of loan disbursed by Grameen Bank, si nce 

inception , is Tk. 235 billion. Out of this, Tk.212 billion has been repaid. The 

amount of outstanding loans stands currently at Tk.23.48 billion. Grameen Bank 

members had saved Tk.16.7 billion in their savings account ti ll June 2005. 

Grameen Bank finances 100 % of its outstanding loan from its own fund and the 

savings from its depositors. Over 71 % of its deposits come from bank's own 

borrowers . For income generating loans Grameen Bank charges 10% interest on 

flat method, which would be about 20% in the declining method. To reach out to 

the beggars Grameen Bank has taken up a special program, called struggling 

members program, started from July 2002. The objective of the program is to 

provide financial services to the beggars to help them find a dignified livelihood, 

send their children to school , and graduate into becoming regular Grameen Bank 

members. Grameen Bank introduccd a scholarsh ip program for talented students 

of Grameen members in 1999. Priority is given to girls. Over 20 thousand 

students have received Tk.15.6 million as scholarships up to June 2005. Grameen 

model has been replicated in more than 100 countries around the globe. 

BRAe was established mainly for relief and rehabi litation activities 111 1972. 

BRAe is, at present, operating in a wide range of areas such as micro credit, non

formal education for both children and adults , primary health care, legal 

counseling on women's rights and many other development activities. Up to June 

2005, a total amount of Tk. 148 billion has been di sbursed as microcredit to its 

targeted clients beneficiaries (98 percent women) in 64 districts through 1373 

branches, and the recovery rate is 99.63 percent. The amount of savings of the 

beneficiaries groups is Tk.8 billion up to June 2005. BRAe has outstanding loan 

amount of Tk. 16.6 billion to 4.1 7 mi ll ion borrowers. BRAe has specialized 

programs for hardcore poor and micro entrepreneurs. 
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ASA was established in 1978; it started mi crocredit program in 1992. Its micro 

financial services include micro savings, small loan, small business loan, small 

entrepreneur loan , hard-core poor loan , education loan, interest free disaster loan, 

8DS & supplementary loan, loan insurance, member's security fund (life 

insurance) and health assistance to its members, 96% of them are women. As of 

June 2005, ASA rendered services to 5.47 million members (Among them 

Hardcore Poor member 0.11 million, Small Business Loan member 0.12 million 

and Small Enterprise Loan members 0.01 million) of61 thousand villages in 511 

upazilas (sub-districts) of 64 districts through 2,213 branch offices. Cumulative 

disbursement stands at Tk. 112 billion. An outstanding amount of Tk. 15.7 

billion is owed by 3.6 million borrowers. ASA is maintaining 99.88% recovery 

rate, 246.90% Operational Self Sufficiency (OSS), 156.39% Financial Self 

Sufficiency (FSS) and its total savings accumulation reaches Tk. 2 billion. ASA 

claims that it succeeded to record a lowest cost per unit of money lent @ 3.3%. It 

finances its loan portfolio with its own equity, retained surplus, savings, and 

borrowed fund. 

PROSHIKA established in 1976, PROSHIKA has been carrying out a range of 

activities including micro credit. Till June 2005 , a total amount of Tk 29 billion 

has been disbursed as micro credit to about 2 .8 million program participants in 

57 districts through 193 branches. The amount of savings of beneficiaries groups 

is Tk. 2 billion up to June 2005. It has an outstanding loan amount of Tk. 

4,732.46 million to 1.56 million borrowers and the recovery rate is 95%. 

BURO Bangladesh is a national ' not-for-profit ' organization that was set up in 

1990 with a view to working for the poor on sustainable basi s to reduce povelty. 

It is a specialized micro-finance institution that provides high quality fl exible 

financial services to low-income people, paIticularly the women , who are 

regarded as its prime customers. They are indeed the medium for channeling 
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resources into the households for reduction o f povert y. The organization IS 

responsive to di verse financial needs of customers. To meet their ever-growing 

fi nancial needs, it has launched six loan products, three savings products, and 

one insurance scheme. [n addition, it provides agri culture loans to small and 

marginal fa rmers and stepped up loans to the graduated c lients called enterpri se 

loan. The organization has also a di saster mitigati on program for the affected 

people in the microfinance system. 
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Chapter: IV 

Role of Government and Non-Government Institutions in 

Achieving Rural Development in the Study Area 
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Role of Government and Non government Institutions in Ach ievi ng Rural 

Development in the Study Area 

In the area under research a household survey was conducted . The information 

obtained from the survey has been analyzed in this chapter. Those households 

whose members have taken loan from any government or non-government 

instituti on and the bon·ower members have been selected for the purpose of 

research. Each one of them was interviewed by the method of informal interview. 

The household survey and the informal interview gave a complete picture of the 

lifestyle of the people of the area. Later the information thus obtained was used 

for the analys is of the result of the research , which enriched the resu lts. Those 

members of the households who appeared to be more interested were selected by 

the method of simple random sampling for the informal interview. In this way 

in fonnati on have been collected from 133 persons of two villages. ] 00 persons 

from Dhanpara and 33 from Chalagao were interv iewed on the basis of interview 

schedul e. 

Housewife 

47% 

Table-13 

L. 3'" p ., .. 
.. I) v j" . 

Occupation of the respondents 

Occupation 

Business 

Peasant (Mainly weaving & Daily Labor 

Poultry) 

25% 19% 9% 
Source: FIeldwork In the two vlllages- Dhanpara and Cha lagao. 

Total 

]00% 
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Table-14 

Age of the respondents 

Age Total 

15-20 21-30 3 1-40 41 - 50 50 above 

4 % 41 % 37% 14% 4% 100% 

Source: Fie ldwork in the two viJlages- Dhanpara and Chalagao . 

From the information obtained through interview schedule, it is found that 

among those who answered belong to the age group 15-20 years 4%, 21-30 years 

4 1 %, 31-40 years 37%, 41-50 years 14% and above 50 years 4%. Thus it is seen 

that young people (age 21-40 years) are the highest number of borrowers. 

Amongst them 63 persons are women. Amongst them 47% are housewife, 19% 

are involved in weaving, poultry and other business, 25% peasants and the rest 

9% daily labourer. 

Table- 15 

Sex of the respondents 

Gender Respodent Number % 

Female 63 47% 

Male 70 53% 

Total 133 100% 
_. 

Source: Fieldwork In the two vl Jlages- Dhanpara and Chalagao. 

Amongst those who answered 63 persons were female and the rest 70 persons are 

male. 
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Table- 16 

Educati onal status of the respondents 

Educational Qualification Respondent 'Yo 

Illiterate 8% 

Literate 47% 

Primary 26% 

Secondary 15% 

Higher Secondary standard 4% 

More than Higher Secondary standard No one 

Total -133 100% 

Source: Fleldwork 111 the two vlllages- Dhanpara and Cha lagao . 

Form this table it is seen that 8% of those who answered are illiterate. 47% 

literate, 26% having the primary education. 15% having educational level upto 

secondary standard and 4% upto higher secondary standard . So it is seen that 

over all educational level is very low. It is understood that lack of education is 

one of the causes of poverty in the rural Bangladesh. Where half of the borrowers 

are illiterate or just literate, that it is quite natural that most of them do not have 

any clear idea about the credit acti vity. 

Table- 17 

Yearly and daily income of the respondents 

Yearly Income Daily Income 

4000- 12000- 16000- 20000- 24000 10-30 30·35 50-80 80 
12000 16000 20000 24000 More % Taka Taka Taka Taka % 

More 

22% 17% 15% 12% 34% 100% 23% 18% 24% 35% 100% 

Source: Fl c ldwork 111 the two vrl lages- Dhanpara and Chalagao. 

- 95 -

Dhaka University Institutional Repository



From the above table it is found that 22% of those who answered (that means the 

borrower) earn yea rl y Taka 4,000-1 2,000, 17% earn taka 12,000- 16,000 per year, 

15% earn taka 16,000 to 20,000 per year, 12% earn taka 20,000-24,000 per year 

and 34% earn more than taka 24,000 per year. Thus lower income groups are 

larger in number. Thi s shows how critical is the economic condition of the 

borrowers. 

The in formation obtained through interview schedule from 133 persons anal yzed 

and the result is given below. 

Table- 18 

The institutional sourses of micro credit of the villagers 

Source of Loan Number of the % 
respondents 

G rameen Bank 27 20% 

BRAe 19 14% 

Youth Development 3 2% 

ASA 8 6% 
Prosika 7 5% 
Fish and Animal Resources 3 2% 
Department 

BRDB 3 2% 

Krishi Bank 34 26% 

Buro, Bangladesh 14 11 % 

Sonali Bank 15 11 % 

Total 133 100°/c, 

Source: Fieldwork in the two vill ages- Dhanpara and Chalagao. 

Those who answered said that they had taken loan from 10 organi za tions. If the 

information's related to rural development and micro credit then it is found that at 

present different government and non government development organi zations 

and the banks are the main sources of credit or the medium through which credit 
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is ava il ab le. Of the 10 organizations fi ve are government organi zations and other 

five are non-government organi zations. The government organi zations are 

department of Youth Development, Department of Animals, BRDB, Agricultural 

Bank and Sonali Bank. The non-govern ment organizations are Grameen Bank, 

BRAC, ASA, Proshika and Buro Bangladesh . Amongst those who answered 27 

took loan from Grameen Bank, 19 from BRAC, 8 from ASA, 7 from Prosika, 35 

from Buro, 34 from Agriculutal Bank, 15 from Sonali Bank, 3 from BRDB, 3 

from the Department of Animal and 3 from the Department of Youth 

Development. So it is found that from amongst the government organization it is 

Agricultural Bank and from amongst the non-government organi zations it is 

Grameen gave loans to the highest number of people. 

Table- 19 

How people came to know about the micro credit and thei r sources 

Med ia Number of the 'Yo 

respondents 

Those who had earlier taken loan 10 8% 

Mainly from field officer 75 56% 

Members of the locality 6 5% 

Members of the society/groups 34 26% 

Fi eld workers of the 2 2% 
society/groups 
F rom husband 2 2% 

From cousin 2 2% 

Government officers employed 2 2% 
by the Ani mal Department 

Total 133 Persons 100% 
_. 

Source: heldwork In the two vi li ages- Dhanpara and Chalagao. 
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After analyzing the in fo rmation it is found that people came to know about micro 

credit and their sources mainl y from field office r. 56% people knew from field 

officer. 26% knew from the other members of the society/groups. 8% of them 

knew from those who had earlier taken loan, 5% knew from members of the 

locality. 2% form the fi eld workers of the society/groups. 2% from husband, 2% 

from cousin , and 2% from the government officers employed by the Animal 

DepaJiment. It is thus understood that the fi eld officer of different NGOs are very 

act ive to encourage the people to take loan. The future career of a field officer 

depends upon his effic iency to motivate people to take loan. Their acti vities in 

the village are quite visible. Besides them those who had already taken loan 

encourage others to take loan. In some cases borrowers know about the sources 

of credit from relative. 

Tab le- 20 

To get loan/micro credit what borrower had to do 

To get loan /micro credit Taka Number of % 
what borrower had to do the 

respondents 
Ad mi ss ion Fees 50 Taka 3 2.3% 

20 Taka 2 1.5% 

100 Taka 3 2.3% 

120 Taka 2 1.5% 

130 Taka I .8% 

Savings 20 Taka 9 6.8% 

180 Taka 2 1.5% 

100 Taka 2 1.5% 

50 Taka 8 6.00% 

30 Taka 39 29.3 % 

10 Taka 3 2.3% 
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105 Taka 2 1.5% 

5 Taka 3 2.3% 

3 Copies Photo 28 21.1 % 

2 Copies Photo 34 25.6% 

I Copy Photo 2 1.5% 

Form FiJlup 63 47.4% 

Signature 63 47.4% 

Put name in the li st 1 08% 

Deposit land documents 3 1 23.3% 

Bribe 500/- 6 4 .5% 

10001- 3 2.3% 

2001- 3 2.3% 

25001- 2 1.5% 

One person didn't have to pay I .8% 

any bribe 

Certi ficate from Chairman 2 1.5% 

Put the name of their locality 2 1.5% 

To be a mumber .133 100"1., 

Source: Fieldwork In the tIVO vll1ages- Dhanpara and Chalagao. 

To get loan borrower should compulsori ly be a member of the group / society or 

bank as a pre condition to get credit. Besides the borrower is to deposit document 

of the land, en try fee, savings, photograph, certificate from the member and 

chairman of the union council. Only in case loan from banks it is necessary to 

deposit land documents. Entry fee is from take 50 to 100. The amount of saving 

to be deposited va ries from taka 5 to 150. It is also known that there is even 

uno ffi cial bribe, which is to be paid for getting loan. It has been found that 

amount of bribe vari es from taka 200 to taka 2500. Taka 200, taka 500, taka 1000 
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and taka 2500 was paid as bribe by each o f 3 persons, 6 persons, 3 persons and 2 

pcrsons respectively. All therc persons were amongst the 133 persons 

intervicwed . From the infomlation obtained it is found one person didn't have to 

pay any bribc. 

Table- 21 

What kind of di fficulties faced by the borrowers to get credit from banks / NGOs 

What kind of difliculties faced by the borrowers Nnmber of the % 

respondents 

Didn 't face any difficulties 112 84% 

Since they paid bribe, didn't have any inconvenience 17 13% 

No answer 2 1.5% 

As they were the presidents of the societies, they 2 1.5% 
didn't face probl ems 

Total 133 perso ns 100% 

Source: Fieldwork In the two vill agcs- Dhanpara and e hulagao. 

112 respondents (out of 133) sa id that they didnot face any difficulty to get 

cred it . 17 persons said that since they paid bribe. So they too didn't have any 

inconvenience in getting the loan. Two of them said that they also didn't face 

difficu lty, as they were the presidents of the societies. It is noticeable that there is 

no doubt about the practice of bribery in the process of loan. It is truer in case of 

government loan . In case of NGOs there is strict monitoring system and 

supervision over the fi eld officers. If any irregularity is found in the fun ction of 

the fi eld offi cer, then that particul ar officer will be di smissed. But the monitoring 

sys tem o f the gov!. admini stration at village level is not good. Since system of 

supervision over the employees of the state owned banks is not tight enough. So 

therc is scope for bribery and many offi cers become dishonest. [n case of loan 

from NGOs the process is simple not very complicated. There is always a 

pressure from the top upon the workers at vi llage level to foml groups/societies 
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and to distribute loans among the poor. So the NGO workers regularly go to the 

house of the vill age rs and inspire them to fo rm groups Isoeieti es for taking loan. 

It has been found that because of the regular activities of the NGO workers 

people could take loan from the NGO so eas il y. There is no offic ial complication 

in getting such loan. 

Borrowers from NGOs were asked, "What kind of problem or unconvinced was 

there is getting loan (form NGO sources)"? There was no concrete answer to thi s 

question. Because actuall y there was no di fficult or inconvenience. 

Table- 22 

WI k d f h I d d lat 111 0 elp nee e h I (0 get t e oan fi rom ot h f h '11 er persons 0 t e VI af e 
The person who helped Types of help Number of the % 

respondents 
No help was needed by - 93 69% 
other vi lI agers 
Neighbors Help to prepare the papers 7 5% 
President of the groups - I I 8% 

Went to office for getting 2 2% 
credit 
Helped to get the credit 5 4% 

Secretary of the groups Helped to get the credit 2 2% 
Member of the village Arranged tTaining 2 2% 
Cousin Helped to prepare necessary 7 5% 

documents 
Field officer Helped to prepare necessary 2 2% 

documents 
Ex member of UP Pursued for credit 2 2% 

Total 133 persons 100% 

Source: Fieldwork 111 the two vtl lages- Dhanpara and Chalagao. 

It is learnt from in formation that most of those interviewed or those who 

answered (93 persons) told that there was no need of help of any other persons of 

the village to get the loan. They got loan directl y from the field officer. 7 persons 

to ld that whil e preparing necessary papers they took the help of neighbors. 18 

- 101 -

Dhaka University Institutional Repository



pcrsons got loan with the he lp of the president of the society. T he vill age 

member arranged training for two persons on how to uti lize the loan money. The 

relativc of 7 persons prepared the paper necessary for the loan. Some timcs field 

offi ce rs also did the same th ing. In case of 2 persons, fonner member of the 

uni on council gave recommendation. 

Table- 23 

How long does a borrower takes credit from a banklin istitutions 

Ba nk/NGOsl inistit utions How long does a Number of the 
borrower involves res pondents 

Gov!. Institutions 30-37 years 3 
20-29 years S 
10-19 years 19 

1-9 years 4S 
1 months- 11 months 16 

non-government Institut ions 3- S years 1 

1- 2 years 20 

1 months- 11 months 28 
Source: Fieldwork In the two vlIJages- Dhanpara and Chalagao. 

(A graph of taking credi t from Govt. Institutions) 
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Source: Fieldwork in the two villagcs- Dhanpara and Chalagao. 
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(A graph of taking credit from non-government l nstitutions) 
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Source : Fi e ldwork in the two viii ages- Dhanpara and C halagao. 

From the above graphs it is appeared that government loan-giving agencies give 

loan for a longer period and its rate of interest and in stallments are relati ve ly 

within the tolerabl e range. So people are more interested to take loan from the 

government institutions. It is farther noticed that borrowers repay the government 

loan by installments over a long period of time. On the other hand the scenario of 

loans from NGOs are diffe rent. Since there is stri ct system of monitoring and it is 

easier to ge t loan and since there is month ly or weekl y repayment system, so the 

bon·owcrs repay within a shOl1 time. But the rate of interest in this case is very 

high. Also if the loan is not paid back in time then actions are taken against those 

who fail to pay installment. Borrowers are under pressure to pay back the loan. 

Pressure comes from the other members of the society/group too. It is also the 

sys tem that the NGO worker who has taken initiative to give loan to a certain 

society/group has to repay the loan amount if any member of the society/group 

fa il s to pay it . Because of such strict ru les NGO workers also always keep 

pressure on the members of the society/group to repay. 

- 103 -

Dhaka University Institutional Repository



Table- 24 

Did the cred it g iving organ ization prov ide a ny sort of trai n ing o r not 

Name of t he Subj ect of trai ning Numher of t he % 
organization r espondents 

ASA Poul try 2 1.5% 

Youth Development Fish culti vation and rearing o f cattle 2 1.5% 

and poulo)' 

BRDB Rearing of cattle and poultry about 2 1.5% 

rearing of goats; cult ivation of potato 

and vegetable and how to sow seeds 

of vegetables and green crops 

BRDB Training about the stTategy of 4 3.% 

repaying loan by insta lments, how to 

sow seeds of vegetables and green 

crops, rearing cattle 

Who got trai ni ng !O 8% 

Who didn 't get train ing 123 92% 

Total 133 IOO'Yo 

Source: Fieldwork III the two Villages· Dhanpara and Cha lagao. 

From the informati on obta ined it is known that 92% of those who were 

interviewed did not get any sort of training. ASA gave train ing 2 of them about 

poultry. Youth Development Depatiment gave training on ly 2 of them about fi sh 

culti vat ion and rearing of cattle and poultry. 6 of them got train ing from BRDB 

about rearing of cattl e and poultry about rearing of goats, about culti vation of 

potato and vegetable and how to sow seeds of vegetab les and green crops. They 

also got training from BRDB about the strategy of repaying loan by instalments. 

These two departments of the govemment give training. But very few NGOs 

have training program after the loan is disbursed . Some of the NG Os have sort of 

training program but they hard ly give training regarding how to properl y spend 

or utili ze the loan money in an honest and effecti ve way. As a consequence o f 

giving loan without training, it is found that the needy borrowers cannot utili ze 
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the loan money properly. Very often they spend the money to meet the personal 

needs or da il y expensed or to pay back another loan. So they fail to repay the 

loan in time. Therefore it is suggested that before giving loan the bon'owers 

should be given training on how to utilize the loan money and what rules to be 

fo llowed to repay in time. Then people would be more aware about repayment of 

the loan. 

Tab le-- 25 

Rcasons fo r taking credit a nd how the borrowers usc the credit 

Rcasons for taking credit How the horrowers use the credit 

Reasons for taking Number of the (Yo How the bOITowers used Number of the % 
credit respondents the credit respondents 

For al,'Ticulrure I 61 For agriculture I farming 
fanning 46% 21 17% 
For potato farming 2 2% 
For small business 21 For business 
(mainly weaving and 
)oulny ) 16% 8 7% 
For bussiness of 2 
Jadcly 2% 
Building house 4 3% Building house 6 5% 
Building house 2 2% 
Repairing house 2 2% 
Loan for mortage 4 Loan for mortage purpose 
purpose 3% 2 2% 
For marriage of 2 For marriage of daughter 
daughter 2% 4 3% 
For buying goat 4 3% For buying cow 19 15% 
For buying cow 19 14% 
For buying land 2 2% For buying land 2 2% 
For buying rickshaw 4 3% For buying rickshaw 19 15% 
For buying van 2 2% 
Repaying the earlier 2 Repaying the earlier loan 
loan 2% 5 4% 

For the education of son 8 3% 
For family expenditure 8 2% 
For buying tractor 31 25% 

Ifota l 133 100% Total 133 100% 

Source: Fi eldwork 111 the two viliages- Dhanpara and Chalagao. 
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63 persons (out of the 133 above mentioned) sa id that they took loan in the name 

of potato cultivation and agriculture but actually 21 of them used the money for 

that purpose. 23 persons took loan for small business and paddy business but 

onl y 8 of them used the money for that purpose. 8 persons took loan for the 

repair and construction of house but 6 of them used the money for that purpose. 

Though 4 persons took loan for monage purpose, only 2 persons used the money 

for it. On ly 2 persons took loan with a plan to organize their daughter's marriage. 

Actuall y 4 persons spent the money for the marriage purpose . 23 persons took 

loan for buying catt le, but 19 persons used the loan money for cattle. 2 persons 

took loan for buying land; here the case is different from others. Both of them 

utili zed the money for the purpose of buying land. 6 persons took loan for buying 

ri ckshaw and van. But here it is found that 19 borrowers used the loan money fo r 

the same purpose. Two persons took loan for repaying the earlier loan. Here 5 

persons used the loan money for repaying the earlier loan. Besides many spend 

the loan money for different kind of famil y needs and for the education of the 

children. Again though there was no plan to buy tractors while taking loan, 31 

persons spent the loan money for that purpose. In most cases people take loan 

without any plan for the expenditure and they spend or invest the money not in 

the sectors for which the loan was given. In many cases borrowers spend the 

money for daily necessi ti es of the fam il y for medical treatment, for the purpose 

of daughter's marriage, children's education or repayment of earlier loan. These 

are non-profitable and unproductive sectors. So they fail pay the regular 

installments. As a result they become more indebted. Result of the research is 

that such credit didn't improve the economic condition of the people. There is 

Illuch infollllation where it is found that some people take loan only to repay the 

carli er loan. This is a matter of great concern . If some one takes loan from any 

organizati on onl y to pay back the earli er loan, than such person can never 
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improve hi s or her economic condition in the entire life. Only s/ he w ill be mo re 

and more indebted. Concern NGOs s hould look into the matter. It sho uld ensure 

that the loan taken for certain purpose is used for the same p urpose onl y. 
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Source: Fieldwork in the two vi llages- Dhanpa ra and Cha lagao. 

Table- 26 

How man y times credi t was taken by the borrowers 

How many times Number of the % 
credit was taken respondents 

I times 72 54.1 % 
2 times 3 1 23.3% 
3 times I 1 8.3% 
4 times 2 1.5% 
5 times 4 3.0% 
6 times 4 3.0% 
7 times 7 5.3% 

20 times 2 1.5% 
Total 133 persons 100% 

Source: Fieldwork Jl1 the two vi llages- Dhanpara and Chalagao. 

It is found from the informati on obtained that most of the borrowers took loan only 

once, while many others took loan several times, foml 2 times to 7 times. Two of the 
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above mentioned interviewed persons said that they took loan as many as 20 times. 

Reasons for tak ing several times are that the borrowers thought it to be profitable. Yet 

they are temporaril y benefited as they get ready money for daily uses. But in the long 

run they suffe r as they are engulfed by the loans. 

Table - 27 

How many institutions was involved in credit giving 

Number of the Number of the respondents Oft, 

institutions 

I 114 85.7'Yo 

2 17 12.8% 

3 2 1.5% 

Total 133 persons 100% 

Source: FIeldwork 111 the two vlilages- Dhanpara and Chalagao. 

Most of those who answered took loan from only one organization. Borrowers 

from two o r three onganizalions are not much. So it can be assumed that people 

being involved w ith one or two micro credit activity cannot have comprehensive 

idea about the entire credit system. Loan g iving organizations after they started 

their activities could not increase of much the number of borrowers taking loan 

more than once. Thus it can be sa id that s ince poverty eradication is a long 

process, it is not possible 10 remove poverty within such a short period of taking 

and repaying loan. 
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Source: Fieldwork in the two vi llages- Dhanpara and Chalagao. 

From the above table it is seen that number of those who took loan amounting \

S thousand taka a la rge in number. Two thirds of the persons interv iewed took 

loan amounting to 1-\ 0 thousand taka each. It is assu med that NGOs donot g ive 

loan of big amount. It may be questioned what role such small amount of money 

can play in eradicating poverty. There is a tendency noticeable among the 

borrowers that they think of reducing poverty with thi s small amount of loan, 

which is to be repaid quickly. 

Tablc- 28 

Poss ible to repay the credit timely or not 

Those who have repay the % Those who haven ' t % 

credit in time repay the credit in 

time 

108 persons 81.2% 23 persons 17.3% 

Non appl icable for 2 persons, 1.5% 

credit is continuing 

Source: Fieldwork In the two vdlages- Dhanpara and Chalagao . 

Most of those were interviewed and who answered the question could regularly repay 

the loan. 17.3 % of them failed to repay on regular basis. From this infonnation it is 
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understood that village people are interested to repay the loan. But because various 

reasons and because of the lack of knowledge how to spend the loan money in a proper 

way, they fa il to repay. 

Table- 29 

Stcps taken by the authority of the credit giving institutions in the caSe of fa il ure of repayment : 

Steps taken by the authority oHhe credit giving Number of the % 

institutions respondents 

Sent not ice to the bon-oews residence 6 

Wanted to fi le case in the court 4 

Didn 't take any action 7 

Field officer rebuked the borrowers 3 

Fi led case against the vice president I 

Field officer look the cow from the recidence of the 

borrov.rer 2 

Total 23 persons 

Repaid the loan in time 108 

Stil l continuing the credit 2 persons 
_. 

Source: Fieldwork In the two vi liages- Dhanpara and Chalagao. 

By ana lyzing the information obtained it is found that in most cases loan giving 

institutions or the banks send notice to the house of the bon-owers if they fail to 

repay. 4 of them told that they were threatened that there would be court cases 

aga inst them. 7 of them told that loan giving organizations didnot take any action 

aga inst them. 3 persons who failed to repay told that fi eld officers came to their 

res idence and rebuked them. Two persons said that field officer took away their 

cows because of the failure to repay. Only in on special case, court case was 

instituted against the vice president of the group/society. The loan giving 

organi zations should have carefu lly disbursed the loan rather than taking such 

harsh act ion aftenvard. The bon·owers should have been given training about 

how to utili ze the loan and there should have been strong monitoring system. 

Otherwise people may develop adverse opinion regarding loan. 
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Table- 30 

What kind of problems faced by the borrowers in the case of fail ure: 

Prohlems Number of % 

the 

respondents 

Didn't face any problem 3 
2.3% 

Borrower fai ls to repay only once, then new loan 

cannot be get 4 
3.0% 

Ifso lll e one of the society/group fail to repay in time, 

then other members of the society/group faces prob lem 

to gi ve proposal for a new loan 3 
2.3% 

It is possible (0 repay the earli er loan by taking a new 

loan 15 
11 .3% 

Not applicable 108 
81.2% 

Total: 133 
100% 

'" Source: Fie ldwork In the two vil lages- Dhanpara and Chalagao. 

3 persons to ld that there would be diffi cult in getting fUliher loan, even if the 

loan is not repayed. 4 persons told that if a borrower fails to repay only once, 

then new loan cannot be got. 3 persons were of the opinion that if some one of 

the society/group fa il s to repay in time, then other members of the society/group 

faces problem to g ive proposal for a new loan. 15 persons gave a different 

opinion. According to them it is possible to repay the earlier loan by taking a new 

loan. However most of the borrowers didn't g ive de finite opinion on this issue. 

But those who failed to property repay had to face problems in getting new loan. 
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Table- 31 
Reasons for the failure to repay regularly 

Reasons Number of % 

Decided to repay the entire amount at one time 

Business failure 

Because of the crop fa ilure 

Death of their husbands 

spent money for the medical treatment of their 

near relatives 

Crop was lost due to fl ood 

Cou Id not mention any speci fi c reason 

For various reasons could not work 

the 
resJlondents 

2 

2 

5 

2 

2 

4 

4 

2 

Total 23 persons 

Source: Fieldwork In the two vi llages- Dhanpara and Chalagao. 

Reasons for the failure to repay regu larly: 

Reasons are as fo ll ows: 

8.7% 

8.7% 

21.7% 

8.7% 

8.7% 

17.4% 

17.4% 

8.7% 

lOO'lI" 

• 2 persons said that they decided to repay the entire amount at one time and 

that is the reason why they fa iled. 

• 2 persons said that because of the business failure they fa iled to repay. 

• 5 persons sa id that because of the crop fa ilure they failed to repay. 

• 2 persons (women) said that because of the death of their husbands, they 

failed to repay. 

• 2 persons said that as they spent money for the medical treatment of their 

near relatives so they failed to repay. 

• 2 persons said that due to various reasons they could not work so they 

fail ed to repay. 
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• 4 persons could not mention any specific reason for the failure. 

• 4 persons sa id that the crop was lost due to fl ood; so they failed to repay 

the loan. 

Analyzing thi s information it can be concluded that because of the lack of 

awareness and poverty are the main reasons for the failure to repay the loan. 

Table- 32 

What are the occupational changes are observed for micro credit in the life 
of the borrowers· 

Sector of changes Number of the % 

respondents 

Loan did not cause any change of 

occupation 87 65 .4% 

Bought tractors for cultivation 2 1.5% 

Increased the amount of crops in their land 2 1.5% 

Mortgaged the land 4 3.0% 

Did good business 19 14.3% 

Taken new loan, so it was not possible to 

understand the change of occupation I I 8.3% 

Bought new land 8 6.0% 

Total 133 100% 

Source: Fi eldwork In the two villages- Dhanpara and e halagao. 

According to the information given by 87 persons the loan did not cause any 

change of occupation for them. By investing the loan money, 2 persons bought 

tractors for culti vat ion, 2 persons increased the amount of crops in their land. 2 

persons mortgaged the land, 19 persons did good business and 8 persons bought 

new land. II persons said that since they had taken new loan, so it was not 

possible on thei r part to understand whether it would any way effect the change 
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or occupation. In most cases credit did not cause any change of occupation, 

because most of the borrowers either lI sed the money in their own occupation or 

just spent it for the dail y necessities. 

Table- 33 

How much property had been possessed before taking credit 

Properties Number of the % 

respondents 

Own house, domestic animals and land 2 1.5% 

Own house, land and domestic animal s 37 27.8% 

Own land 2 1.5% 

Own house and domestic animals 74 55.6% 

Own no property 6 4.5% 

Own house 2 1.5% 

Own house, land and bussiness 2 1.5% 

Own house, bussi ness, land and domestic 

animals 6 4.5% 

Own land and domestic animals 2 1.5% 

Total 133 100% 
_. 

SOLirce: FIeldwork III the two vlliages- Dhanpara and Chalagao. 

The above table shows who had possessed how much propelty. 
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Table- 34 

How muc h property the borrowers now possess after taking loan: 

Deseribt ion o rthe property N umber or the % 
respondents 

House and shop 2 1.5 % 

Bought Land ror house, morgage land, bought 

catt le 7 5.3% 

House, land and domestic an imal 26 19.5% 

Bought Land and house 62 46.6% 

Bought Land 2 1.5% 

House, land and new house 2 1.5% 

House, land and morgage land 4 3.0% 

House, land and tractor 2 1.5% 

House, land and goat 2 1.5% 

House, land and van 2 1.5% 

Bought Land 2 1.5% 

New House, bussiness and land 2 1.5% 

Land, tractor and land morgage 2 1.5% 

New house, rickshaw and land 2 1.5% 

House, bussiness and land 2 1.5% 

Land and new house 2 1.5% 

House and domestic animal 2 1.5% 

House,domestic animal and land 2 1.5% 

House,tractor,domestic animal and land 

l110rgage 2 1.5% 

House,domestic an imal, land and land morgage 2 1.5% 

House,domestic ani mal and land morgage 2 1.5% 

Total 133 100°;', 

Source: Fieldwork 111 the two vill ages- Dhanpara and Cha lagao. 

T he a bove ta bl e shows how much pro p e rty is now possessed b y the borrowers 

a fte r ta king loan . Fro m these tw o tab les it is unde rs too d tha t people (under 
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observation) had onl y house, homestead land, cattle and small business. Now 

after taking loan some of them (borrowers) possess rickshaws, vans, tractors, and 

some of them have constructed new houses . Many have invested money in small 

business or spent money in agriculture. So it can be said that credit caused 

i ncrcased property though not much. 

Table-35 

Substa ntial change (specially fin ancial) in the life standard of the people by 

micro-credit 

People's opinon Number of % 
the 

respondents 
Economically benefited 99 74.4% 

Financia ll y suffered loses 19 14.3% 

Took new loan 15 11.3% 

Total 133 ]00% 

Source: Fleldwork 111 the two vlil ages- Dhanpara and Chalagao. 

From the information avai lable it appears that 74.4% the borrowers were 

bcnefited, whereas 14.3% were fin ancia lly suffered loses. 11.3% took new loan. 

So it is not yet possible to assess the resu lt. It is true that some of them gained 

financia lly. But there is doubt whether they would be able to successfu ll y invest 

the ga ins so achi eved. Because the credit did not make any substantial change in 

the life standard of the people. 
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Table- 36 

The changes observed in the social status after getting micro-credit: 

Sector of the changes Number of % 
the 

respondents 
No change is visible 70 52.6% 
Social status has been raised 42 3 1.6% 

Social status has been reduced 21 15.8% 
Total: 133 100% 
Source : Fleldwork 111 the two vlllages- Dhanpara and Chalagao. 

Below there is a list of the change in the social status of the borrowers a fter 

getting the loan. 

Reasons why status has been raised: 

• Villagers behave we ll and respectfull y with them, as they could improve 

economically by using the loan . 

• Business is going on well so people give them loan if wanted. 

• In the time of danger or misfortune villagers come fon vard for help. 

• Villagers know them well. 

• Social status has been raised. 

• I f economic improvement can be achieved then people appreciate it. 

• People consider it to be a good thing to take loan. 

• Vi lI agers know them as member of the society. 

• In past vill agers refused to give loan, now villagers have confidence in 

them and so give them loan. 

Reseasons for the downgrade of the status: 

• Many villagers don't consider it as a good thing to take loan. 

• I f loan cannot be paid back in time, then people make adverse comments 

and criti cize them. 
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• If loan cannot be paid back in time, then fi eld officers goes to the house of 

the bOil-ower and take away the cow, villagers see it and the borrowers 

become small in the eyes of the peopl e. 

• I f loan cannot be paid back then neighbors too refuses to give loan. 

Table- 37 

Changes other than economic changes that occurred in the social li fe due to 
credit (such as social status, self reliance etc,) 
A I f th ' f1 f d't" I r~ naJysls 0 elll uence 0 cre I III rura I e 

Influence of credit in the specific parts of the rural Number of the % 
life respondents 
Peop le can in vest money for buss iness 7 5.3% 

People can increase their income 26 19.5% 

People can decrease their family economical lack 12 9.0% 

People can in vest loan money in varies types of work 2 1.5% 

People can use the moncy for Ireatement 2 1.5% 

People can spend the money for agriculture 4 3.0% 

People can use the money fo r danger period I I 8.3% 

Those who can spend the loan properly, loan is helpful 

for them 43 32.3% 

With small amount of loan , it is not possible to increase 

Income 2 1.5% 

Only big amount of loan can make any positive change 2 1.5% 

Income can be raise by buying cattle and goat 2 1.5% 

Borrower who don ' t use the loan properly, loan is 

dangerous for them 7 5.3% 

Those who have less financ ial crisis, loan is helpful for 

them 2 1.5% 

Loan can be spend in small busssiness 5 3.8% 

Loan money can be invest in paddy bussiness 2 1.5% 

Credi t makes people aware 2 1.5% 

Credit can be invest in money lending bussiness 2 1.5% 

Total 133 100% 

Source: Fi eldwork III the two villages- Dhanpara and e halagao. 
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The above table brieOy shows the areas of the rural li fe of the people, which are 

in Ouenced by the mi cro credit. 43 respondents (or most of the people) said that 

the mi cro credit cou ld be beneficial if it is properly used. 12 borrowers said that, 

loan can remove family's want. 26 respondents said that it could increase income. 

II respondents said that it could be help while in crisis, danger or mi sfortun e. 2 

persons gave the opinion that credit is benefi cial for those who have less want. 

According to the opinion of 7 respondents, people can do business by taking 

small-scale loan and the opinion of the 5 persons is that with such credit one can 

start small business. Besides other opinions are as follows: 

• People can invest the loan money in different sectors. 

• Credit can be useful in case of illness. 

• With small loan it is not possible to make progress. 

• If large amount of loan were available then it would be helpful and 

beneficial. 

• It is possible to improve economically by buying cattle. 

• Loan is beneficial for those who have less want in their family life. 

• Loan can be invested for paddy. 

• Loan can make one conscious. 

• Taking loan it can be invested in money lending business. 

Table-38 

I 'd People s I b ea a out t h f h I / d e activists ate oan cre It giving organizations: 
YES No 

94% 6% 

Source: Fieldwork II1lhe two vli lages- Dhanpara and ehalagao. 

The opinion of the most of the respondents is that the task of the NGOs and 

banks is to give loan to the poor. Most of the people do not have any idea about 

areas of activities of NGO. 6% of the borrowers took loan without having any 

idea or knowledge about NGO. If this is the case that means if people don't have 
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any idea about the role and the act ivity of NGOs, then there are reasons to doubt 

about the effectively of NGOs in future . 

Graph shows the method of giving loan 

I Method of giving loan 
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I 
Source: Fieldwork in the two vi 11 ages- Dhanpara and Chalagao. 

It is observed that the credit acitivit ies of almost all organisations are conducted 

by the method offorming groups and societies and repayment by instalments. 

Graph shows that majority of the borrowers repay the loan in simple 
interest: 
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Source: Fieldwork in the two villages- Dhanpara and Chalagao. 
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Table- 39 

Process of repayment by instalments: 

Weekly installment Monthly installment No Answer 

77% 13% 10% 
_. 

Source: Fieldwork In the two vi llages- Dhanpara and Chalagao. 

In the process of repayment by instalments. 77% of the borrowers repay by 

weekl y instalments and 13% by monthl y instalments. 10% of the respondents did 

not want to make common or how the loan is repaid. It is understood that the 

system of weekl y instalment is of advantageous fo r the creditor. 

In fo rmation was coll ected through the household survey conducted tn the two 

villages -Dhanpara and Chalagao for the purpose of research. The infornlation 

was analyzed and those who appeared to be more interested in the process of 

survey were selected by simple random sampling as respondents. Thus much 

important informati on was obta ined regarding micro credit from 133 respondents 

through the method of interview. Among those members of the households who 

borrowed money from either government or non government organizations, 100 

persons were selected by the method of simple random sampling for informal 

interviews, from whi ch some important infonnation were obtained, which are as 

foll ows: 

• All these who were interviewed (informal) have taken mtcro credit. 

Different government and non-government organizations conduct the 

credit activity and they give loans to the poor. It can be sa id that these 

organizations play some role in the development process and in the 

povert y eradication program. 

• In each famil y there is only one earntng member and other members 

depend on his/her income. It is not poss ible for a single earning member 

to meet the demand o f other member and to maintain the famil y in a 
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decent way. So the earning member of the fa mil y becomes interested to 

take loan. That means in most cases members of the family take loan 

because of economic hardship. 

• According to those interviewed, it is not poss ible to have a thorough idea 

about the micro credit activity and its management in a short time. Since 

the people of the locality have ve ry little spare time to acquire knowledge 

about the management of the credit system, so they do not pl ay proper 

ro le in the process of poveliy eradication. 

• Non-government organizations have been operating in a mass ive way in 

the present Bangladesh. Numbers of the organizations conducting credi t 

activ iti es are large in number. Therefore poor people taking loans from 

one or two, such organizations can have comprehensive idea about the 

entire credit system and they remain ignorant in this respect. 

• According to many mi cro credit organi zations does not give benefit to the 

borrowers in the same way. On the other some suffer loses. 

• Based on the infornlation given by those who were in terv iewed it can be 

sa id that the credit did not bring changes in the life style o f the poor 

borrowers in the same way. Some commented that it d id not bring any 

change at all. 

• Accord ing to the interviewed persons there are almost equa l number of 

male and female persons in the families. So this can be assumed that half 

of the entire populations are women. But in case o f employment 

prop0l1ion of women there is less than half. And it is not poss ibl e to 

remove poverty in a famil y onl y with the income of male members. So 

the re is a growing tendency among the villagers that women should take 

loan and thereby be involved in the income generating acti vity. 

• The number of children in poor fa milies are quite high and so there IS 

always want and poverty in these families. Because of the want people are 
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forced to take loan. But even after taking loan they have neither time nor 

scope to bring basic change in the economic condition. Therefore the 

micro credit activities conduct among the poor people can be considered 

as a temporary help rather means to eradicate poverty. 

• Even loan is taken for a particular project; nomla ll y the loan money is not 

invested properly in the said project. Because loan money is taken by one 

and spent by another. 

• Among the bOITowers of such small amount of loans, most of them do not 

use the money for an appropriate project. In some cases one who takes the 

loan, gives to another person the same loan. 

• According to many the saving as required for the micro credit system IS 

not a natural saving based on income. Because of the involvement in the 

micro credit acti vity the borrower is forced to save. Such saving cannot be 

considered to be real accumulation. 

• Almost half of the borrowers in the area under research have negative 

impression about on going credi t activity. Their idea about NGOs is also 

negative. If this is so then in the context of people's perception it can be 

said that micro credit cannot bring any good result regarding poverty 

eradication. 

• Regarding the supervision of the loan giving organizations many opined 

that there are differences among the loan givi ng organizations regardi ng 

the policy or the method of supervision over the uti lization of the loan 

money. But it seems that they give preference to the profitable aspect of it, 

i.e. profitable to the creditors. Basica ll y they are more active in collect ing 

the installments . That is how most of those who were interviewed 

evaluated the matter and collection of installments have been equated with 

supervIsion. 
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• If the in formation thus co llected is ana lyzed then very important 

in fo rmation is obtai ned. Those among the borrowers were very poor and 

hu ngry are now capable to arrange at least two meals a day. But in case of 

those who had little bit of property, no changes have occurred except that 

they have become indebted. 

• Some of the borrowers said that they suffe red loses, after taki ng loan from 

diffe rent organizations. It is found from the information co llected that 

because of the lack of train ing on the subject for which the loan is given 

and because of the lack of idea about concrete program, the borrowers 

suffered. That means it is due to the negligence on the part of the creditor 

in perfo rming their role, the borrowers had to suffe r in many ways. 

• Most of the borrowers do not have correct idea about the credit 

management system. That is why borrowers cannot properl y use the loan 

money. Thi s is what many have said . 

• Jt is understood from the in fo rmation gIven by many that most of the 

borrower faces different kind of prob lems while paying the insta lment the 

credit did not improve thei r economic condition, rather it deteriorated. The 

bon'owers simple move around the debt orb it. 

• The question why borrowed fai l to repay in time was answered by many 

who sa id that it is di ffi cult to alTange money every week fo r weekly 

insta llment. According to them if installments are to be paid on weekl y 

bas is then it causes harm to business capital. Moreover it is not poss ible to 

pay fo r weekly installment by investing money in small business. If the 

loan money is invested in agri cul ture then it is not poss ible to pay fo r 

installments before harvest. Same is true for other long-term investment. 

As the profi t from such investments come after a longer time it is not 

poss ible to pay for the insta ll ment at any earlier date. 
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t Method of micro credit activity: 

Based on information collectcd it appears that there is universal method of giving 

loan among the loan giv ing organizations. Different organizations have d ifferent 

mcthods. The ideas and principles o f the organistions are re fl ected through the 

credit methods of the respecti ve organization. 

Among the organizations operating in the area under research one organization 

namely Buro pursue the method of organizing training on the subject for which 

loan is g iven. One of the concrete methods o f ASA is to fo rm group/society. 

Such group/society can have hightest 30 members, but never below 10. Each of 

the 30 members is separately given loan. One of the offi cia ls of ASA told that 

one could do better and improve his or her condition if the loan is g iven to 

individuals. Regarding the policy followed by Proshika one of its local o ffi cer 

told that Proshi ka gives loan on bas is of the occupati on of the bOITowers. Who 

should be given loan and what is their profess ions -these are the main concern of 

Proshika. 

Credit incharge of BRAC of that locality also explained its concrete method of 

givi ng loan. Its pol icy is that loan is to be paid back in 46 instal ments. T he 

highest and lowest number of membership of the groups/societi es fo rmed by 

BRAC arc 45 and 20 respective ly. There is also another sys tem regarding 

savings by the member. Every member is to deposit taka ten per week as saving. 

Bes ides BRAC gives bigger amount of loan, from twenty- thousand taka upto one 

lac taka at the highest leve l. Those are ca lled big loan. Period of repayment is 

two years. Such loan is to be repaid by monthly installments. 

Cred it supervisor of the Department of Youth Development of the government 

told abou t the credit po licy of the department. Here training is organized before 

giv ing loan. Normall y loan is given for the poul try or for rearing of cattle or for 
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simil ar projec ts. Create scope fo r self-empl oyment. Its task is to enthuse rural 

unemployed youth and give them training and thereafter the loan. The amount of 

loan vari es from taka 20,000 -- taka 50,000. There are different period of 

repayment. Though the loan is given at a simple interest, yet at the end of the 

period it comes to a rate 20%. This is a ve ry tri cky matter in the prevailing micro 

credit system in our country. Borrower is to pay an installment calculating the 

part of the actual loan and the interest at a simple interest rate. But adding all the 

installments one can find the actual rate of interest, which is higher than the 

announced interest rate. 

Youth Development Department does take any installment in the first three 

months. Its poli cy is that the borrower should be given at least three months time 

to invest acculllulate fund in the interest of the proj ect. 

Training system for the borrowers: 

Through the interviews taken infomlati on were obtained regarding the training of 

borrowers. [n order to make the rura l poor people se lf-dependent, non

government volunteer organizations provide micro credit to the poor people. 

Such organi zations should also organize suffi c ient tra ining for the borrowers on 

the subj ects for which loan is given. For example Buro provides training as per 

requirement of the subject for whi ch loan is given. ASA who conduct credit 

acti vity among other acti vities in the di stri ct of Tangail does not g ive any 

training on any specific subject, as repOlied by an offi cial of ASA. One, who can 

perform good work, is given loan. The loan is given for celiain economic activity 

in which the borrower has earlier shown better perfo rmance . But the policy of 

Proshika is different. Before giving any loan for any subj ect, borrowers are given 

training on the specifi c subj ect for which loan is allotted . [n thi s case tra ining is 

prov ided for social forestation, fi sh cul tivati ons, poultry, animal husbandry, 

vacc inati on program etc .. The divisional coordination offi cer claimed this. 
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Proshika also materi ali ze program fo r kitchen gardens, and nurseri es such as trce 

nursery, fis h nursery etc .. The local o ffi cial of Proshika c laimed that Proshi ka 

gives train ing by its techn ica ll y trai ned tra iners. 

Local credit supervisor of the Youth Development Department claimed that even 

before the loan is given, proj ect based training is provided to the borrowers. 

Normall y it gives loan fo r the projects li ke poultry, animal husbandry and also 

for diffe rent proj ects fo r se lf-employment. 

System for monitoring over the borrowers: 

If has been found that in the di stri ct of Tanga il monitoring system of the credit 

acti vities conducted by the different non-government organizations are different 

from each other. Regarding this issue the researcher had discuss ions with the 

local offi cials of some loan giving organizations. All of them claimed that their 

NGO or the organization is careful and acti ve in this regard. According to the 

representative of the Buro, there is a system of preparing report about the 

financial posi tion of the borrowers. From the reports it is tri ed to understand the 

progress o f the proj ect for which the loan is paid . The monitoring system of 

BRAe includes supervision of its fi eld workers. They look after the projects 

whether it is running properly or facing any problem. They also evaluate the 

effect of the credit and make a comparative study of the economic conditi ons of 

the borrowers before and after taking the loan. About the monitoring system of 

ASA the organization claimed that they want to see whether loan money is 

properl y utili zed or not. It is also checked whether the loan money is used for the 

same purpose for which it is given. From the info rnlation obta ined it is seen that 

Proshi ka has a different approach as regards the monitoring system. They make a 

time frame before the group or society is formed. The purpose o f th is time frame 

is to know what is the present economi c condition of the borrowers and at what 
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stage. Then a survey for one to two years is carried out and the changes in the 

economi c condition are noted. This is how the monitoring system of Proshika 

works as menti oned by the divisional coordinator of Proshika. 

Roles of the loan giving organizations when borrowers fail to repay: 

It is important to know the role of loan giving organizations when borrowers fail 

to repay the loan. Information regard ing this was obtained from the interviews of 

the responsible officials of the organization conducting micro credit activity. On 

the basis of this information their roles are discussed below. 

The officer responsi ble for ASA told that if the borrower spends the money in the 

proper project for which the loan is given, then it is possible to repay. It because 

of natural calamity the project is harmed then another new loan is given for that 

pal1icular project. 

According to the explanation given by the divisional coordinator of Proshika, it 

has its own system. Loans are in accordance with the system. Loans can be 

repaid by the mutual cooperation among the members of the society/group or 

among the societies themselves. If any problem arises, then the members of the 

group or the committee resolve the problem with the propel1ies under control of 

the said group or the committee. Concerned officer of BRAC told about its role 

that if the contract with the organization is one and something different is done, 

then the organization couldn't do any help. In case any member fails to repay, 

other members jointly bear the responsibility. At the same time there are attempts 

to collect the money for repayment, keeping regular contact wi th the person who 

fa iled to pay. 

A fter having discussions with the representatives of the organizations it became 

clear that in most cases, loan-giv ing organizations do not take any responsibility 

in case any borrower fails to repay. In some cases organizations put extra 
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t pressure or force the members to repay. When any bon'ower fai ls to repay then 

he or she suffers in different ways and also the other members have to bear 

prcssurc . 

Methods of collecting installments: 

Information regarding the methods of co llect ing installments in the Tangail 

dist ri ct was co llected from the responsible officers of non-government 

organi zations involved III the micro credit activity. The ana lys is of the 

information is given below: 

A field worker of the Grameen bank told that different GOs workers at field 

level are very active to enthuse people to take loan. The future career of his 

se rvice depends on efficiency to make people interested in taking loan. More he 

or she can supply credit; more he or she is considered to be efficient. That is why 

there are huge activit ies of the field workers in the villages. There is always sort 

of pressure from the top to form societies! groups and to give loan to them. So 

the NGO workers go to the houses and try to enthuse the vi llages to form society 

and take loan. It is because of the regular activity of the NGO workers. People 

can easi ly take loan and there is no offic ial complication . But the rate of interest 

in case of such loans is very high. Moreover if the borrowers fail to repay, action 

is taken against him or her. So there is always a pressure on the borrowers to 

repay. Other members of the society! group also put pressure to repay. As the 

rule of some NGOs the NGO workers through whom the loan was given is held 

rcsponsible for the non-payment of installment by the borrower. Even that 

particular NGO worker is to pay back the loan . Because of such strict system 

then is always pressure on the membcrs of the society!group to repay the loan. 

From the officer responsible for Buro it is learnt that insta llments are collected 

from the borrowers on weekly basis. I f the loan amounts to 20,000 taka then it is 

divided in to 50 installments . To its 15% profit (interest) or service charge ( i. e. 
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interest) is added. The total amoun t is co ll ected on a paliicular date, decided 

ea rli er. The di visional coordinator of Proshika said that they have their 

representatives in the vill ages. Representatives collect the installment due to the 

borrowers and then the representati ves depos it the total amount in the local o ffi ce 

of Proshi ka. No employee of Pras ika collects the installment. I f is further known 

that there is a system of meeting with the borrowers four days a month . Besides 

the representati ve o f the organization makes inquiry about the matter once a 

month. Thus both the tasks of collecting installments and of monitoring are done 

simultaneously and eas il y. From the informati on collected it is learnt that in the 

distTict of Tanga il , the methods of collecting installments by the di ffe rent non

govelllment organizations involved in the micro credit are di fferent. For some 

organi zati ons, the loan is to be repaid by 50 installments , for some it is 45 

installments . Some organizations co llect the installments by their own 

representative. The system of some other organizati ons is that it is to be paid by 

the borrowers themselves who should go to the local offi ce of the creditor 

organi zation and depos it the sum due to them. 

There is another system for some other creditor organizations where all members 

of the society! group and the representative of the organization should meet at a 

fi xed place on a fi xed date in presence o f the representati ve of the organization. 

There the members of the society! group bring the money due to them, the 

employee of the organizations co llects the fund so deposited. So the system of 

coll ecting the money for repayment varies according to the rules and structure of 

the loan giving organizations. 

Supervision over the investment of the loan money by the borrowers: 

The natu re of the supervision by the loan giving organizations over the 

inves tments made by the bOITowers could be clearly understood from the 
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in te rviews taken. A responsibl e offi cer o f Buro told that the borrowers are 

explained why they should take loan. They are also explained so that they do not 

make loss. For each of the BRAe projects there is one local responsible offi cer 

in charge of the proj ect. His task is to look after the proj ec t every month and 

supervise. [n case of ASA credit supervisors go the areas of the society/group 

and see whether the loan money is properl y invested. The type of supervision by 

Proshika is diffe rent. Two types of employees work at the fie ld level on behalf of 

Proshika. One set o f employees form organizations and look after the training of 

the organiza ti on and the acti vities of the society/group. Thi s is done with the aim 

to increase the organizational power and the acti vity of the society/group. 

Another type of employees is involved in the credit activity. They look after the 

economic side of the organization. They are ca lled economic development 

worke r. They attend the regular weekly meeting of the members of the society/ 

group and monitor the acti vities of the borrowers. 

From these statements it is understood that di ffe rent organizations follows 

different method regarding supervision. But it appears that in thi s regard all the 

organizations give main emphas is on those aspec ts, which is more advantageous 

for their pro fit. Their main interest is to get bank the loan money with interest. 

Preference as regard giving loan: 

Half of the population is women. Yet women's involvement in the economIc 

acti v ity of Bangladesh is limited. As half o f the populations are alienated from 

economi c acti vity, so the level o f poverty as a whole is increasing every day. It is 

important to let people know who are given preference as regard the credit given 

by the non-govell1ment organizati ons involved in the micro credi t activity. Thi s 

is important from the point of view eradicating poverty and achieving self

suffic ient economy. On the basis of the information obtained from the interv iews 
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g iven by the officials of the organizations involved in the mi cro credit acti vity in 

the di strict ofTangail, the above- mentioned point is expla ined below: 

The loca l representative of Buro told that members of this organizati on are all 

women, they started the act ivi ty with onl y women members . Thi s organization 

does not give any loan to male. Responsible officer of ASA told that ASA g ive 

preference to poor women. As regard credit activity 95% of the members of these 

organi zations are women . ASA thinks that if the neglected portion of the society 

can improve their economic condition, then it is possible to ach ieve development 

for the entire society, so women get preference. 

T he di visiona l coordinator of Proshika speaks in a different tone. According to 

hilll attempts should be made for the development of a ll irrespective of sex . So 

both men and women are included in their credit program. 

I f we look at the announced objective of there organ izations then we see that 

most of them are giv ing preference to women . They are working with the 

concept of development, mainly of the women who are backward in all respect. 

But sO llle criti cize thi s view and give another reason why women are given 

preference. According to them these organizations involved in micro credit 

activity are more interested to give loan to women because of the fact that it is 

eas ier to get back the loan money from women. 

The degree of service charges: 

Having di scussions from the representati ves of the loan giving organizations the 

information about the degree of the service charges of the loan has been 

obtained. However these charges are changed from time to time. Below there is 

some information abo ut the service charges or the rate of interest according to 

fi eldwo rk in the two villages - Dhanpara and Chalagao. 
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Table: 40 

The rate of interest according to fieldwork in the two villages 

SL Name of the organization Rate of survice charge 

I , ASA 10%-15% 

2, BRAe 15% 

3, Proshika 14% 

4, Buro, Bangladesh 10%- 15% 

5, Grameen Bank 0%-20% 

6, Dept. of Animal Husbandary 3% 

7, Krishi Bank 8%- 14% 

8, BRDB II % 

9, Youth Development Mini stry 10% - 20% 

10, Sonali Bank 11 % 

Source: FIeldwork In the two vtllages- Dhanpara and Chalagao , 

**The service charges are changed according to different decisions of the 

government and the non-government organization themselves from time to time. 

From the above tab le it is seen that most of the non-goveillment organ ization 

take service charge, which is added to the insta llment as a part of real loan. But 

some organizations take service charge. If compared with the interest rate of the 

government organizations, then it is obvi ous that NGOs rate of interes t is too 

high, NGOs say that loan is given at si mple interest rate . But because of the 

procedure to pay by installments and service charge, actual interest becomes 

high, It is to be observed that non-government organization function with a profit 

moti ve , If the interest or the service charge as they ca ll it is declared to be s impl e 

interes t, actuall y it comes out to be different. It is nothing but compound interest. 

I f rate of interest is fi xed at actual but because o f compound interes t it comes to 
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+ 20%. Youth Development Dept. of the government does not take any interest in 

thc first three months. They think borrower should be given some to invest and 

makc profit. Rate of interest (simple interest) is 10% but again if calculated for 

the compound interest it comes to 20%. 

Conditions attached to credit: 

Different organizations impose different kinds of conditions upon the borrower 

for taking loan . The conditions of BRAe, ASA and Proshika are given are as 

follows: 

Conditions of BRAC 

a) Societies/ groups are to be formal 

b) There should be at least 20 members in the society/ group 

c) All the members should be age wise able persons 

Conditions of ASA 

!!l The loan money should be used in definite project 

.!.!l Insta llments for repayment should be paid on weekly basis 

£1 Payment of installment starts 15 days after taking loan 

.Q} Insta llments should be paid on particular day of a week earlier fixed 

Condition of Proshika 

a) Borrowers must be members of societies/groups 

b) A II the borrowers and members of a society/ group must work as a team 

c) The team must be insured 

Buro, Bangladesh condition 

a) Borrowers must be a member of a group and save as a member of 

society/group. 

b) One bon'ower can get loan amounting to taka 20,000 highest (upper limit). 

c) Loan is to be repaid within one year by installments. 
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Agricultural Bank 

Agricultural Bank g ives loan under four projects. Thi s credit can be get 

indi viduall y. For there is no need to form society/group. In thi s respect it is easier 

to get loan from Agricu ltural Bank. Moreover amount of loan is bigger. So it is 

thc opinion of many that if such big amount of money is utili zed properly then 

one can get benefit out of it. 

The proj ects for which loan from agricultural Bank can be ava il ab le are as 

follows: 

a) Agricultural loan: It is wi thout any security. But amount depends upon the 

land possessed by the borrower. Basically loan is given to help the 

peasants in crop production. The amount of loan varies from taka 5000 to 

30,000. It is to be paid back in one year by monthly installments with an 

interest of 8.5%. 

b) Fish culti vation: Amount of loan depends on the area of pond and land. In 

thi s case personally owned land or pond is to keep as security. Loan 

amounting to taka ten thousand to one lac can be given at the rate of 8.5% 

interest. 

c) Security loan: This loan is gIven on the basis of cattle under the 

possess ion of the borrower peasant. The loan is to be paid back in one 

year by four investments with interest at the rate of 8.5%. No security is 

needed for this kind of loan. 

d) Current Loan : This loan is given bases on different projects. Such loan is 

given for ri ce mil , poultry, weaving industry etc .. 

BROB: 

To have formed society/ group is a pre condition for taking loan from BRDB . 

The society is to be registered with BRDB. The process of getting here is slightly 

complicated. No one outside the society/ group can get loan. There is no other 
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visible activity of the society/ group. They only give loan and take back the loan 

wi th interest. The rule is that the loan is to be repaid within one year by monthl y 

insta llments. The bOlTower is to go to the local office of BRDB to pay 

installment. There is no monitoring sys tem of BRDB. BRDB does not look into 

the matter how the loan money is used. 

From the information obtained form the research at ground level can'ied out in 

the two vill ages Dhanpara and Chalagao , it is found that in that area there is still 

the practice of infolTl1al credit, which is known as Mahajoni system or Mohajani 

protha. Mahajon is the Benga li name for users/ money lender. Below there is a 

brief discuss ion on mahajan system, Mahajani system or the system of informal 

cred it, which can no way over looked. 15% of the families take loan from 

Mohajan (users/ money lender) in one way or other. Generally these mohajans 

are ri ch peopl e in the villages. Their main income comes from the land. They are 

involves in agriculture. They are also known as big landholder or jotdars. Many 

of them are also owners of weaving mills. 150 persons are involved in thi s 

bus iness of mahajan for the last 10 years . Nobody comes to this business on 

account of heredity. If depends upon the mentality of a pal1icular person who is 

in volved in such business. Many though financiall y capable do not want to get 

in volved in such business. But there are some who were involved in mahajani 

bussiness, now they have given it up. Villagers in time of sudden need of money 

or in danger go to the users/ money lender for loan. The following are the causes 

for which villagers are forced to takes loan from mahajan: 

• Son will go to foreign, so money is urgently needed 

• In order to buy land bi g amount of money is needed 

• In order to organized daughter matTiage, urgent money is needed 

To get this loan no official fOlll1 is to be fi lled or no m0I1gage is needed. Here 

acquain tance is important. Someti me loan can be obta ined through some other 

person acquai nted with the mahajan . Verbal words and personal confidence are 
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good enough. There is no written document; Rate of interest is 5% per month, 

which is less then the interest of other instinltional loans. There is no formal 

obligation to repay the loan. This loan is normally not paid back by installment. 

Borrower pays back the loan money (with interest) according to his suitable date 

all at a time. But there is exception too. Sometime if the borrower is not capable 

of paying the full amount he or she pays only the interest. People do not consider 

mahajans as good persons, because according to Islam it is forbidden (haram) to 

take interest. But people are engulfed by misfortune or in need of urgent money 

then they are forced to go to mahajan . Mahajan normally does not give small 

credit. They give bigger amount of money. They do not give money for daily 

necess ities or for agri culture or domestic need. Mahajan before giving loan 

thoroughly considers the reasons what purpose loan is given . They give loan 

amounting to leave ten thousand to on lac. If for some reasons the borrower fails 

to pay back the loan money, then the villagers arranged a meeting that is called 

sa li sh, to solve the problem. In this meeting villagers give their opinions, and 

then the judgment based on salish is excepted by all. Salish has no legal value, 

but it has customary importance. In some cases when repay the loan is absolutely 

impossible then the interest may be exempted, only the principle is to be paid. So 

far there has been no mentionable record of problem regarding repayment in the 

area under research. Because before givi ng loan mahajans thoroughly takes 

account of the borrower about his or her capability to pay back. No tax is to be 

paid to the government for the mahajani business. Though it is in practice for 

man y years, yet is has not got any official sanction by the government. 

Now it is impossible to discuss about the economic activities of the rural 

Bangladesh wi thout discussing the micro credit acti vity. There may be debate 

about the effec ti veness of the micro credit, but its influence in the rural economy 

cannot be ignored . From the results obtained from the research it can be said that 

all the borrowers of the micro credit are poor and in constant want. As people do 
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M. 

not have littl e knowledge about the credit management, so micro credit does not 

play proper role in eradicating povel1y. At present the NGO activities have been 

expandcd in a large scale. There is a tendency among the vi ll agers to encourage 

women to take loan. They want that women get involved in income generating 

activities by taking loan. Micro credit did bring changes in the li fe of the poor 

peopl e in the some way. Micro credit activities conducted among the poor can 

be considered as temporary help to overcome immediate economic problem 

rather than as a weapon to eradicate poverty. As a pal1 of the micro credit system 

borrowers become members of the society/group and some little amount of 

money by rule. But in reality neither the societies/groups nor the savings are 

effective. The loan giving organizations are basically interested in getting back 

the loan money (with interest) and they have a very intensive monitoring system 

only in this regard. And thus rate of recovery is very high. There is no such 

system of supervis ion in case of govemment loan. So there is a tendency among 

the borrowers not to repay the govemment loan. Moreover for the low-income 

groups of people it is very difficult to pay high rate of interest (pal1icularly in 

case of NGO credit). Poor people whenever they get ready cash money, usually 

spend it for daily necess ities. However if the amount of loan is reasonably large 

and if the period of repayment is long, then it can be gainfu lly used. In 

conclusion it can be said that the subject of micro credit is a very complicated 

and debatable subject. 
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Chapter - V 

Institutional Credit: Situation of Women and 

Development 
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Interviews of 100 persons from the village Dhanpara and JJ persons from the 

village Chalagao were taken on the basis of the answers of informal interview 

method. Out of the IJJ persons 63 were women. From the study and the analysis 

regarding the degree of the concept, knowledge and the awareness of the women 

regardi ng micro credit and the role of micro credit in the social rclations. It is 

found that the rural women were once involved on ly in the domestic work. Now 

they being related to various activ ities conducted by the va rious development 

agencies, get the opportunity to know about and understand different subjects. 

Opportuniti es have been created for the rural women to know about the credit 

and their awareness has been increased, as they are more and more involved in 

the credit activity conducted by the banks and different types of government and 

non-government development agencies. As they are involved in the process of 

such credit activity their participation in the meeting and the groups/societies has 

increased. There are now more scopes for the communication among the women 

thcmselves. As a result they have acquired knowledge about the vari ous sources 

of ava ilable loans and they have developed ideas about the effect of such loan. 

This helps them to solve many problems of daily life and the use of credit for the 

reduction of poverty has been effective to a certain extent. From various 

information it is found that the main sources of credit or the medium through 

which credit is available are banks and the various government and non

govel1lment agencies. Below there is a list of the medium through which rural 

women came to know about the sources of such credit. 

• Field officers of different banks and development agencies. 

• Members of di fferent societies/groups 

• Group leader of the society/group 

• Chairman and members of the union counci l of the area 

• Relatives 

• Those who had already got loan 
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63 women o f the two villages while answerIng questions gave the fo ll owing 

informat ion about how they knew about the sources o f credit. 

• 7.29% knew it from those who had already taken loans. 

• 59.22% knew it from the fie ld workers of the development organi zations 

(both govt. and non gov!.). 

• 3.00% knew it from relatives. 

• 27. 16% knew it from members of different groups. 

• 3.36% knew it from members of the locality. 

So it is seen that 27.16% knew it form the members of different groups and onl y 

7.29% knew it from those who had already taken loan. These fi gures are still 

very low. However graduall y because o f the increased parti cipation of the 

women in the meeting and groups they have now more opportunities to know 

more about the credit. 

As the rural women are getting more and more involved with the credit acti vity 

conducted by the various development agencies, communication among 

themselves has also increased. The net result of this is that they have the 

0ppOltuni ty to know about many other subjects besides the credit. This has 

helped them to acquire knowledge and increase awareness. As the women 

become members of the groups through the credit process, this helps them to get 

united. Parti cipating in the credit process they leall1t about the strategy of credi t 

management. They got training on va rious subj ects and thus they leall1t about 

production strategy of poultry, animal fal111S, fi sh cultivation and production of 

vegetables and seasonal green crops. This has given them the opportunity to 

come out of the credit barri er and take part in the income generating activi ti es, 

whi ch have also influenced the process of women empowerment. 
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Women in the decision-making regarding the taking of loan and the use of 

the loan money: 

How far women have the freedom in the decision process as regard taking the 

loan and the use of it. How far they can pa rti cipate in that process . These are 

di scussed in the below in the light of the information obtained from the field . 

Real situation of the women regarding the decision making process for 

taking loan: 

It is found that those women who took loan, di scussed the matter with the 

following persons: 

• They di scussed with husbands- 32 .15% 

• Husband and wife j ointly took decision by mutual consultation-09. 52%. 

• Neighbors -07.35% 

• Discussed with brother -09.72% 

• Di scussed with mother -01 .59% 

• Discussed with father -03 .17% 

• Consulted those who had already taken loan - 03.1 7% 

• Di scussed with nobody- 33.33% 

The persons with whom women discussed as regards how to spend the loan 

money: 

32. 15% of the women sa id that their husbands took the decision as to how the 

loan money will be used. According to the deci sion of the husband, it was 

planned to invest the money for the foll owing purposes: 

• Business -1 0. 52% 

• Spending on agriculture 09. 52% 

• To buy ri chshaw 03 .1 7% 

• To buy cow 04.1 7% 
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• To buy goat 0 1.59% 

• To repa ir house 0 1.59% 

• To construct new house 0 1.59% 

# 09.52% of the women answered that it was decided jointly by husband and 

wife to buy cow. 

# 01.59% decided to lease land and they discussed the matter with their mothers. 

# A fter discussing with the neighbors 07 .35% decided to buy land with the loan 

money and it was planned that the installments would be paid from the money 

eallled by selling the crop. 

# After consulting with those who had already taken loans, 03 .1 7% decided to do 

paddy business. 

# Consulting with the brothers 9.72% decided that: 

• They would arrange marriage of the ir daughters. 

• They would buy 'van'. 

• It would be good if the money were invested in agri culture. 

• It wou ld be good if the money were invested in business . 

# 03. 17% consulted with fathers and decided to do pappy business. 

• Many discussed wi th the members of the locality who did not suggest 

anything. 

Analyzing the information obta ined it is found 86.03% out of 63 borrowers took 

loan for agriculture, 15.87% for small business, and 14.28% for buying cow. Out 

o f 63 women, 19 women discussed about the loan with husbands before taking 

the loan and 2 1 women did not di scuss with their husbands about the loan. In 6 

cases wife and husbands jointl y di scussed about the loan. Others consulted with 
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ne ighbors, re lati ves , even members of the locality. All of them were of the 

op ini on that they can improve their economic condition if the loan is properl y 

utili zed. Analyzing the facts about utili zation of the loan, it is found that even if 

borrower had any plan in thi s regard, most of the borrowers were not sure of the 

utili zati on of the loan as per earlier plan. Because it is not only the pl an of the 

bOlTower, rather the des ire and the opinion of the loan giving organ ization is 

morc important in thi s respect. In most cases creditors give loan according to 

the ir own planning and rules. So in the decision making process of taking and 

using loan, there is no scope for women's participation or their freedom in this 

respect. Even in most of the cases where husband and wife jointl y discuss the 

matte r, wife's opinion does not get any importance; it is the desire of the 

husband, which is decisive. Basically women are used as the medium for getting 

loan. The re is hardl y scope for women's participation or their freedom in this 

respect. As the policy of the creditors in case of micro credit, is to give more 

importance to women with the aim of women empowerment, so the husbands, in 

most cases force their wife take loan. 

Deve lopment agencies of government and non-government organizations are 

conducting mi cro credit activity. Government of Bang ladesh patronizes the 

micro credit ac tivity. Based on the information obtained it can be sa id that micro 

credi t contributed to the national economy by improving the socio economic 

condition and life standard of the borrowers. Micro credit played impol1ant role 

in increas ing the income of the poor. Women are now trying to achieve property 

and also rai sing the leve l of wages. Besides this, there are positive social effects 

too. Pal1icularl y in the life of rural women it has help to bring some positive 

changes . For example: 

• Opportunities have been created for women to take pm1 in vanous 

meetings and groups, which enhanced sel f-confidence among them. 
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t • By taking part in this process women had the opportunity to learn about 

econom ic transaction and many things about fin ancial management. 

• Opportunity for the backward women to break the various circle of the 

trad iti onal credit system (userer or mohajan) has been opened and there is 

new opportunity for them to invest and save and to participate in the 

income generating activity. This has also influenced and expanded the 

area of women empowerment. 

• Job opportunities thus created also influenced the labour market, which 

help to get better wages or compititi ve wages. 

• It helps the poor rural women to take pal1 in the greater social movement. 

• Social and fa mil y status has been enhanced in the society. 

31.75% of the 63 persons of the two vill ages who were interviewed said that the 

credit had caused the enhancement of their family and social status in the society. 

The reasons, they gave are given below in their own language: 

• We cou ld improve economic condition by taking loan, so people behave 

we ll with us and respects too. 

• Our business is going on well. So other people of the village give loan if 

wanted. 

• People come forward to help in case of crises or trouble. 

• Vi ll age people now know me. 

• Now I have social prestige in the village. 

• To take loan is considered to be a good thing 

• As 1 am member of the groups, so people think that I have the strength. 

• In past I cou ld not get loan from anywhere, now people have confidence 

in me and give loan. 
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t The control over resource and ownership of assets: 

Even after so many positive developments, control over the resources and 

ownership of the assets, earned by the utilisation of the credit have not been 

estab li shed by the women. Besides there is another opinion whieh says that 

landless poor class are deprived of this process of development activity. [n most 

cases this class cannot avail the opportunity to get loan. Because they cannot 

fulfill the conditions for getting loan. In the two villages under this present 

research, 49.20% got loan after depositing the document of ownership over land. 

Since women have no property in their name, they cannot get government loan . 

Out of 63 persons of the two villages who were interviewed, 52.38% said that the 

credit did not bring any change in their life. 31 .75% of them said that their social 

status has been enhanced, where as 15 .87% said just the opposite who claimed 

that their social prestige has been downgraded, reason bring mentioned (in their 

own language) as follows: 

• Many people of the villages do not think it proper to join the groups and 

to take loan therefore. 

• In case I fai l to repay the instalment in time, I become small in the eye of 

other people. 

• When I fail to repay the loan, the field officer comes and takes away my 

cow. Other people laugh at me and critici ze me. 

• When I fail to repay the loan in time, the field officer rebukes me in front 

of others and I feel ashamed. 

• When I fail to repay the loan in time, then even the neighbours refuse to 

give me loan. 

52 .3% of those interviewed consider that there is no connection between the 

credit and the social status. According to them credit does not play any role 

either in enhancing or down grad ing the social status or prestige. Because they 
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t think that the loan if not properl y utili sed, cannot do any good or cause 

improvement. 

In rea lity, because of the rules of the loan-giving organi zation, there is often 

delay in getting the loan . Also desired amount cannot be got. If the loan is not 

ob tained in time and if the amount is less than what is needed, then such loan is 

o f no use. Then it is spent for other purposes of the family and it becomes 

difficult for the poor people to repay. 65.07% of the interviewed persons said that 

the credit did not have any effect in the change of occupation. In the two villages, 

65 .07% of the people who took loan did not change their occupation. 

So as regards the control of resource and ownership of assets, earned by utilizing 

the loan, the credit has no influence whatsoever. Because women do not have 

any scopc to have control or authority over the resources thus earned. Though 

loan comcs in the name of women members of the society, still male members of 

the family control over the loan money. Even any property earned by utili zing 

the said loan is not considered to be women's property. That means women do 

not own any property. 

Conjugal Quarrel: 

In Illany cases, micro credit is responsible for conjugal quarrel. There is often 

seri ous difference of opinion within the members of the family or the issue of 

how to use the loan Illoney. Even on the question of timely payment of 

installment there is contradiction between husband and wife. There are cases like 

this -- the husband has used the money, but wife is to pay back by installment. It 

is particularly seen that there is often famil y quarrel just the day before the date 

for paying installment. All those women who were interviewed agreed that there 

was quall'el with the husband over the issue of micro credit. Since the matter is 

sensiti ve and women want to conceal thi s fact, so it was not easy to know about 
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") the quarrel. However thi s has been learnt onl y after mlxlIlg with them very 

closely and intensely (in the above mentioned two vi llages). 

Based on va rious informat ion it can be said that the participation of the women in 

the micro credit process has brought about changes in the life of poor women, 

created opportunity for them for se lf employment and increased economic 

solvency. As aga inst trad itional credit program, both foml al and informal, the 

credit acti vities done by the NGOs have added a new dimension. Now credit can 

reach the rural poor people . Various deve lopment organizations are conducting 

credit acti vity with the goal of socio-economic development by creating 

employment and by raising the producti vity capac ity of the poor population . 

These organizations claim to have pl ayed an important role in the struggle for the 

eliminati on of social and economic oppression by mobilizing and organizing the 

poor people. But it is still difficult to say correctly how far the micro credit 

played a role regarding women empowerment , since women have not yet been 

abl e to estab li sh control over the use of the loan money and to take decission 

independently. [t is not possible to come to a definite conclusion about the issue 

of women empowerment. 
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~ , Case Study: I 

Sefa li is the name of a woman fTo m the village Dhanpara. She was married to her 

cousin (Mother's sisters daughter). Her husband is a small peasant. I-Ie is the 

owner of one ac re of land. He works himself on the fi eld . She is about 40 years 

old. She is illiterate. She does domestic work and never went outside for j ob. 

People talked bad about her, because even after many years of the marriage she 

did not give birth to any child. Husband threatened her that he would marry 

second time. After many years she became mother of three children. Two years 

back, on the advice of her husband she took loan of ten thousand taka from 

Grameen Bank. She had seen many taking loan. But she never wanted to take 

loan. She thought it to be a matter of botheration to be a member of group for 

taking loan. Because o f request from husband she took loan . First she thought 

that she would rear the cattle. But it was not poss ib le fo r her to do it. At one time 

her husband demanded the entire amount of the loan. Firstl y she refused to give 

it to her husband. But under pressure from the husband she was forced to hand 

over to her husband the entire amount of the loan . Because her husband had told 

that he needed huge amount of money to pay to an agent (of the manpower 

business) in order to send his younger brother abroad. Sefali thought that 

younger brother of her husband would return the money after some time. But 

husband's brother did not do so. As a result Sefa li fa iled to repay the loan 

money. In the beginning she told the other group members of the group that she 

would payoff the loan. But when she failed to do so, the other members of the 

group started avo iding her. The offi cial' s o f Grameen Bank came to her house 

several times and rebuked her. On thi s issue there were often quan els with her 

husband, sometime leading to fi ght with hands. After six months one day an 

offi cial of Grameen Bank came to her house and took away domestic cow in the 

presence of her husband. She or her husband did not protest, because they 

understood that it was not poss ibl e to repay the loan. 
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Case study : 2 

Maj id Mia li ves it the village Dhanpara. He is 50 years old. He studied in the 

school up to class eight. Few years ago he worked as an o ffi ce ass istant in an 

organi zat ion in Dhaka. He spends most of his time at the res idence of hi s oldest 

son in Tangai l district town. Considering the amount ofl and he possess he can be 

considered as a middl e peasant. For many years sharecroppers have been 

cul tivating his land. So he can be considered to be an absentee landowner. He 

took loan of 30 thousand take from Krishi ( Agricultural ) Bank fo r the purpose 

of fis h cu ltivation. He had to deposit the document of the land as the security for 

the loan. But he spent thi s money in the business of his son, because his son 

needed capital for the business. So he fa iled to repay the loan in time. But that 

bank did not put hi m in trouble for thi s failure. So it is seen that it is poss ible to 

get loan on the bas is of land property even if the loan money is not used on land 

or agricul ture. 
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Chapter: VI 

Conclusion: Major Findings 
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Conclusion: Major Findings 

From time immemorial there has been a practice of loan system and of paying 

interest for loan. In thi s Sub-continent micro credit developed through 

coopcrative societies. In 1947 after the partition of the country, as a successor of 

British Banking system, Paki stan got 637 branches of national and foreign banks 

and a banking and credit structure. The establi shment of the Academy for Rural 

Development at Kotabair in Comilla opened up a new horizon of cooperative 

movement in the decade of 60's. In 197 1, afte r the independence of Bangladesh 

our country received 11 30 branches of 12 commercial banks as a successor of 

old Paki stan. At that time there were infomlal creditors in the credit system who 

were mainl y mahajan, shop keepers and other groups who gave loans. 

Institutional credit is an important step toward the development of Bangladesh. 

So it is necessary to analyze the effectiveness of this step. And in order to do so" 

attcmpt has been made in this research to analyze the activities of the 

govelllment banks and other govelllment institutions, like BRDB and agricultural 

Banks, in spreading the micro credit. In 70s and 80s of the credit era, programs 

conducted by the govelllment pl ayed a most important role in development. But 

later on its influence was not that prominent. As a result, there is practically no 

cooperative activity in the present Bangladesh. In the decade 60s people were 

made to believe that there would be rural development through cooperatives 

movement. Now it is like a false story, as there is no trace of collective activity in 

the villages. For rural development and poveliy eradication, the first important, 

significant and coordinated program was taken under the leadership of Akhtar 

Hamid Khan in the decade of 60s through the establi shment of Rural 

Development Academy. This activity is more known and famous as a Comilla 

model. The ideological strength of this model is that villagers themselves are 

capable of solving their own problems. Particularly their direct participation in 
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thc managcmcnt of the ilTigation, flood control and road development reduces 

thc expenditure on production and construction. Also the management and 

maintenance of thesc public works are better in this way. In this model training is 

very imp0l1ant. And new types of two-level cooperatives can create social 

capital. Thesc deve lop solidarity and fraternity among people. Working together 

can bring better results. It is more effective too. In short that was the first 

grass roots level organization for the rural development. As a result, the paddy 

producti on in the area under the program almost doubled. Even in the pilot 

project area in the Kotwali thana of Comilla paddy production rate was more 

than average production rate of the country as a whole till the decade of 80s. 

Though some research works point out some of its weaknesses (such as more 

benefit for the powerful persons, avoidance of the extreme poor, bureaucracy 

etc.) still such an initiative remains as a mode l. Attempts for the replication of 

this model were not very successfu l because o f various complications and the 

lack of coordination. However the activities of IRDP (Integrated Rural 

Development Program) and later on BARD and TIDC, TCCA (at thana level ) 

have basically been following that model. The essence of that experiment was 

adopted and further new experiments were conducted and st ill today new 

initiati ves are being taken. The aim with which BARD st3l1ed its activity in 60s 

still remains unachieved. People were made to dream of a green and golden 

Bengal. This is still far from reality. If the activities of Rural Development are 

anal yzed, then it is possible to understand how lamentable the real condition of 

the BRDB is, particularly if its activities are compared with that of NGOs. In the 

decade of 90s, many micro credit programs were conducted through the 

government banking sector. Within few years the areas of the micro credit 

activities increased at a very fast rate. 

(Chowdhury : 1991) 
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If the mi cro credit acti vities of the government-banking sectors are compared 

with that of NGOs, parti cularl y ASA, Grameen bank etc ., then it is obvious that 

the government banking sector is lagging behind, though there are various 

cri ticisms about the acti vities ofNGOs. 

The result obtained from the research work done in the two villages Dhanpara 

and Chalagao, is described below. 

I. From the research conducted in two villages in Tangail it has been observed 

that those who are in terested in taking loans have also shown interes t in fonning 

cooperati ve groups, only because it is the pre condition of getting a loan . 

Actua lly, sll ch groups are ineffecti ve . In cases of all NGOs it is compulsory that 

there should be a group. But these groups are fonn ed onl y for getting loans. No 

loan whatsoever is utili zed either on a co llecti ve basis or on the bas is of mutual 

understanding among the members of the group. There is no co ll ective activity 

nor collecti ve initiati ve. Every body spends his or her money individuall y. Only 

on the day when the group is fonned or on the date for giving installment they 

get together. Loan g iving institutions also do not try to keep the groups acti ve. 

2. Educational qualification of most of the respondents were low. It is understood 

that lack of educati on is one of the main causes of poverty. Where half of the 

borrowers are compl etely illi terate or just literate, there it is quite natural that 

people do not have any clear idea about credit acti vity. 

3. Among the respondents low income groups of people were a maj ority, whose 

yearl y or daily income was very low. So it is understood that the economic 

condition of the borrowers was very bad and criti ca l. Only one member of the 

fa mil y earns and the others depend on his/her income. So it is not possible to 

maintain and meet the demands of a family onl y on one person 's income. The 

member who is responsible for earning takes the initiati ve to take micro credit. 
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Because of the poor economic conditions, most of the members of the family 

proceed to take micro-cred it. 

4. Main sources of the loan or the medium of loan for the rura l people are 

different governmental and non-governmental development organizations and 

the banks. Grameen Bank, among the non-governmental organizations and 

Krishi Bank among the governmental organizations provide the largest amount 

of loans . Respondents sa id that they had taken loans from ten organizations. 

Analyzing the information obtained regarding rural deve lopment and micro 

credit, it is seen that out of those organizations fi ve are governmental and five are 

non-governmental organizations. 

Governmental organizations are: Dept. of Youth Development, Dept. of Animal 

Husbandry, BRDB, Bangladesh Krishi Bank and Sonali Bank. The non

governmental organizations are BRAC, Proshika, Grameen bank, ASA and Buro 

Bangladesh. Among the respondents 29 persons took loan from Grameen Bank, 

19 persons from BRAC, 3 persons from Dept. of Youth Development, 8 persons 

from ASA, 7 persons from Proshikha, 3 persons from Department of Animal 

husbandry, 3 persons from BRDB, 35 persons [oml Kri shi Bank, 14 persons 

from Buro and 15 from Son ali Bank. So it is known that Grameen Bank among 

the non-governmental organizations and Krishi Bank among the governmental 

organizations gave loans to the highest number of people. Now people take more 

loans from the non-governmental organizations, because recently non

govelllmenta l organizations are more active and effective. 

5. It is only through fi eld officers that people come to know about micro credit. 

The fi eld officers of different NGOs are very active in making people interested 

to take loans. The future career of a field officer depends on how many persons 

he or she could organi ze for giving loans. So the fi eld officers are very active in 
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r the vi llages. Most of the borrowers sa id that they came to know about the sources 

of credit from the fie ld worke rs of NGOs. So it is understood that the workers of 

the non-governmental organ iza tions are much more act ive than the offi cial s of 

the government institutions in organizi ng the people and encourag ing them for 

tak ing loans. 

G. To get loans from NGOs no offi cia l fo rnlality is required. But to take loans 

from government institutions it is necessary to submit documents of the land and 

give other infonnation. So in this case process it is more complicated than that of 

NGOs. Moreover, it is alleged that to take loans from government insti tuti ons 

borrowers are to give bribes. 

7. There is no good monitoring system of the state owned banks over its 

employees in the villages. So there is scope of bribery. On the other hand, in the 

case of NGOs there is always a pressure from the top on the workers to form 

groups and to give loans. So the NGO workers regularly go to the houses and 

inspire them to form groups and take loans. 

8. It has been noticed that borrowers of the government organizati ons repay the 

loan money over a long period of time. The system of BRDB is that borrowers 

should go to its office and pay back the loan money. On the other hand, in the 

case of NG Os the picture is quite di fferent. The monitoring systems of NGOs are 

very strong and it is eas ier to get loans. Also there is a system of paying weekly 

or monthl y insta llments (a long with interest). So the borrower repays the loan 

money within shorter periods of time. In order to collect the installments NGO 

workers always are present on time in the earlier fixed places where the members 

of the group meet to pay the installments. 

9. From information obtained, it is found that 92% of the respondents did not 

have any kind of training. Proshika gave training to 2 people about poultry. 
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r Department of Youth Development gave training to 2 peopl e about fish 

culti vation and rearing cattle. Bes ides, 6 of the respondents sa id that they got 

training from BRDB about poultry, rearing of cattle, rearing of goat, cultiva tion 

of potato and vegetable and how to sow seeds of green crops and vegetable. They 

were also trained in strategies of payi ng installments to the groups. Some 

government organizations provide training, but very few NGOs have the training 

program after the loan is paid. Even if any NGO has any training program, it 

does not give training on how to use the loan money properl y. So it is seen that 

poor people who are in constant need, cannot properly utili ze the loan money. 

They often spend money for personal needs or daily necessities and thus , fail to 

repay the loans. It is therefore suggested that before giving loans, the poor 

borrowers should be given training about how to use the loan money properl y 

and about what rules should be followed for repayment. Then people would be 

more aware about repayment of the loan. 

10. Micro credit system could not improve the economi c conditions of the people 

in a rea l sense. It has been learnt from the information that there are cases where 

one takes loan from one organi zation only to repay the loan given by another 

organization . If this is the situation then the borrowers can never improve their 

economic condition in their entire life. Only the burden of loan will increase. [t is 

important that 'GOs should pay attention to this aspect, because it is a common 

practice that one takes a loan with a defi nite plan in mind, but spends the same 

for another purpose outside the plan. 

II. Two respondents took loans as many as twenty times. Reason explained by 

them is that, the loans could provide temporary benefi t. Thus, the credit engul fs 

people. 

- 157 -

Dhaka University Institutional Repository



12 . Since erad icat ion of poverty is a long drawn process, the practice of taking 

loans and repaying them within such a short time cannot cont ribute to the 

program fo r the erad ica tion of poverty. 

13. NGOs do not give a big amont of loan. It is contemplated, what role such a 

small amount of loan can play with regards to the eradication of povel1y? 

Moreover there is a tendency among the borrowers to take small amounts of loan 

and to quick ly repay them. They try to overcome poverty w ith thi s small amount 

of money, which is nearl y imposs ible. On the other hand Krishi Bank gives 

larger amou nts of loan, which can be used as a capital in the busi ness to make 

profi t. 

14. Most of the respondents said that they were able to repay the loan. From thi s 

in forma tion it is understood that the rural people are eager to repay. But because 

of the many problems and lack of knowledge to properl y utili ze the money, 

sometimes they fail to repay. 

15. In most cases loan givi ng organiza tion s or the banks take strong punishable 

action against the borrowers who fai l to repay. They should have trained the 

borrowers to spend the money properly before disbursing the loan. Also the 

monitori ng system should be made strong, otherwise people would get an 

adverse impress ion about credit. 

16. Thc main reasons for the fa ilure of repaying loans are poveliy and the lack of 

awareness. 

17. Most of the bon'owers sa id that the loan did not change their occupation, 

because most of them used the money either for thei r own occupation or for daily 

nccess ities. 
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18. Few people could slightl y increase their property. Most of the people could 

not increase their property. 

19. In many cases micro credit was responsi ble for family quarrel. There were 

often differences of opinion among the members of the family over the issue of 

how to use the loan money. There was even contradiction between husband and 

wife regarding the timely payment of installments. In many cases it so happened 

that the husband took away the loan money, but the wife had to pay the 

insta llment. Particularl y on the day before the date of the payment of the 

installment, one can see family quarrel. 

20. If the loan money is properly invested, then there should be growth of bas ic 

capita l. But nOnllall y borrowers cannot accumulate capital after the payment of 

the installment. Some borrowers take loan aga in and aga in and thus get engulfed 

by the credit. Some become perplexed as they fail to repay the loan and suffer 

loses. It is true that some can ga in by taking loans, but there is doubt whether 

they can invest the profit as capital thereafter. Credit cou ld not bring any 

fu ndamental changes in the li fe standards. 

2 1. It can be said that only those who have other sources of income for the 

famil y, can timel y repay the loan wi th interest by properly utili zi ng the micro 

cred it. But it is not poss ible to improve the economic condition depending solely 

on micro credit. Such rare cases of improvement were not found in the two 

villages. 

22. A question was asked, whether the mi cro credit activity in Tangail district 

was helpful for the poor people to acq uire self-sufficiency, or was it just a 

temporary help? Most of the respondents answered that they benefi ted but 

temporaril y. It could not bring real improvement of the economic condition. 

Some were able to increase thei r property and to make progress of the ir 
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occupa ti on but they coul d not hold it long. So people felt that in spite of some 

economi c improvements , there were no major changes in the tota l economic 

condit ion of the people. But if the loan givi ng organizations providc tra in ing on 

how to properl y use the loan side by side providing the loan, then it woul d 

contri bute in improving their economic conditions. Borrowers should be made to 

unde rstand how to re-invest the ex tra income or profit as capital, which has been 

ea rned by utili zing the loan money. If thi s cannot be done, then instead of 

tcmporary increase of income, in the end the loan will not he lp to change the 

economic condition of the borrower. 

23. Though NGOs give loans mainl y to women, still women's tota l control over 

the use of the money has not yet been established in most cases. They are not yet 

the dec ision-making authority. So it is diffi cult to say how fa r micro credit has 

contributed to the cause of women's empowerment. 

24. Government organizations demand documents of land before giving out 

loans. Women nonnally have lit11 e land; therefore, they get fewe r loans from the 

governmenta l organizations. 

25 . Lastl y it can be sa id that because of the weaknesses of thc governmental 

organiza tions and banks, NGOs started the cred it activity. It is not correct to say 

that NGOs were the fi rst to bring the concept of micro credit in our country. If 

the governmental organizations could properl y give loans and recover the same 

amoun t, then there would not have been any mi cro credi t acti vity by the non

governmenta l organizati ons. 

From the above discuss ions it is understood that steps towards the development 

for the good of the people have been imposed from the top. In th is respect, 

dcvelopment means economic deve lopment only. By onl y such a standard of 

deve lopment social progress and maturity cannot be judged. It was conceived 
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that ou r country develops by just copying behavior pattems, asp irations, social 

va lues, internal compactness, and technologies of the developed nations. But thi s 

is wrong. On the other hand, the developed nations thin k themselves to be 

superior and most civi li zed nations; they come forward to help the 

underdeveloped nat ions both economically and technologically with a 

patronizing attitude. Attracted by the huge amount of foreign aid and highly 

developed technology of the advance nations, the ruling class of the third world 

countries in most cases, tum the state into a client state of the big powers. A very 

thin upper layer of the populations i.e. a very small number of people manage to 

capture the state power and with the help of the foreign aid, become richer and 

more powerful at the cost of the interest of the larger population. The greater 

sections of the society are given false hope for development. People are tempted 

by the lofty words of development planning at the national level and of 

development decade at the intemational scale. As a result, the vast majority of 

the populations of the countries who are given the respectful name of 

"developing country" remain outside the development ac ti vity. The benefit of 

development does not trickle down to the majority of the people. The basic 

weak ness of such kind of development is that the path of the self-transformation 

and the authentic progress of the society are thus blocked. In Bangladesh the 

attempt for such ki nd of deve lopment can be observed. 

Thi s approach of development, imposed from the top has time and agam 

abstracted the path of real development. The basic problem of such approach is 

that in the planning for development there is no participation of those common 

people for whom the development is needed. 

The nationa l development planning is prepared in a conventional method, whose 

main aim is to achieve economic growth . It tri es to measure the growth rate only. 

So the method of ana lysis applied or the materials and the infomlation used for 
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thi s purpose are solely economic. In the development theories the human aspect 

of the deve lopment is neglected. No information for considering the human 

aspect is used. However, in the recent research works, the human aspect is 

gett ing importance. In these researches man is not considered as a materi al 

object. What is getting importance is giving respect to man as human being 

irrespect ive of his or her social status or class position. Now by development we 

mean sustainable human development. In the theories of development, good 

govelllance and poverty eradication is getting importance. Poverty cannot be 

defined by si mply measuring the income below one dollar a day or by a certain 

amou nt of calori e intake. Non-income dimensions such as transport, 

communication system, equality, and equal ri ghts for all etc ., the basic needs of 

man to ex ist as man are taken into consideration . 

The knowledge, which is applied for the on going conventional development 

process is often detached from the society. There is no partic ipation of those 

people for whom the research works and the development activities are 

conducted. Here the foreign experts prepare the principles of planning and 

programs, where loca l expelis have very littl e contributions. Another feature of 

thi s trend is the academic research. The demands of the common people are 

always neglected in the academic research or the plan prepared by the foreign 

experts. Even the policy makers of the country give no attention to the demands 

of the people. 

Therc is lack of coordination in implementing the decis ion coming from the top. 

So it is essential to be attentive about the top down approach. Real development 

can never take place unless the participati on o f all in the development process is 

ensured. To achieve rcal development what is required is to identify the national 

dcmands and the demands of the beneficiari es and to harmonize these demands. 

Even today policy dccisions taken at the national level are influenced by the 
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politica l considerations and thus, poli tical purposes are served. The decision 

imposed from the top cannot yield good results. So it is understood that the 

anthropological approach or the development from below approach in the new 

development paradigm is very important. When an anthropologist works on 

research regarding the influence of micro credit in the society in Bangladesh, 

then he or she will not onl y look into the economic condi tions or its changes in a 

vill age, but also collect all the information about rural fami ly system, pattern of 

ki nship, social organi zations etc. along with the infonnation regarding micro 

credit. Th is is so because the social structures of the society are deeply connected 

with the credit sys tem or economic process . J f the institutional and prevalen t 

cred it system is explained in the contex t of the rural social system, on ly then is it 

poss ible to ana lyze the influence of micro credit in a real sense. The anal ys is of 

the influence of micro credit in a village is to be done on the basis of 

interre lations among the various e lements of the society or the culture. An 

anthropologist should have a holistic approach. While collecting in formation for 

ethnography, the anthropologist conducts his or her research work with thi s 

approach in mind . And this characteristic of anthropology makes it different from 

other branches of social science. Besides, the theories and the models, which for 

many yea rs had pre dominance in economi cs, now proved to be a fai lure for the 

real social development. The anthropologists put forward indigenous knowledge 

sys tem approach or development from below approach as a new deve lopment 

paradigm as against the different development models of economics or other 

soc ial sc iences. 

Explaining the basic significance of thi s model Professor Ahmed Fazle Hassan 

Chowdhury said in a atiicle titled " Indigenous knowledge System: A 

development paradigm in Anthropology" published in 1986: " Development 

springs ji 'OIll below and the essential ingredient is indigenous knowledge system. 
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There should be a lIIore realistic appreciation of the village life world and the 

developlll ent planners should take into account the accumulated knowledge as 

\Veil as traditional skills and technology of the group alllollg wholll they work. 

Therefore, fhe II tilization of anthropological kllowledge lII ay greatly help to 

achieve the desired goals of development in gell eral, " ( Chowdhury : 1986 : 29) 

The exponents of thi s model in modern anthropol ogy paid much more 

impoliance to it while constructing the development strategy in the social rea lity 

of the third world countries. Each and every society has its own tradition and 

social va lue which are di fferent from the others. Development acti vities are to be 

conducted on the bas is of social values, knowledge, perception, demand, and the 

desires o f the respecti ve society, not by fo rcibly destroying the social va lues or 

tradition or the prevalent cultural uniformity. When any government wants to 

take steps fo r welfa re of the rural people, thcn the government must make 

deve lopment plans with the participation of the people in it. If people are not 

invo lved in the preparation of the development plan, then people's role will be 

absent from the implementation of the pl anned projects. People remain iso lated, 

so such acti vity cannot be successful. People feel alienated from the development 

projec t. 

Anal yz ing the results obtained fro m the fi e ld it can be sa id that the hypothes is of 

the research proved to be correct to a great extent. In regards to the question, 

whether the concept of micro-credit based deve lopment was a co llect ive one or 

an individua li st one, the answer was that there were practica ll y no cooperati ve 

acti vities in the vi ll ages under research. In the decade of 60s we were made to 

believe that there would be ru ra l deve lopment through cooperative movement. 

However, nothing of the collective activity can be found today. For the purposes 

of taking loans people act in cooperation, or as a society/group. But after the loan 

is disbursed collecti ve initiati ve vanishes. People spend loan money for personal 
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--,. purposes. Anothcr qucstion for inquiry was whether the concept of micro credit 

based deve lopment was women centered or men centered. It is found that NGOs 

give loans to the women, but women do not have full control over the said 

money. Shc cannot takc part in the discuss ion as to how the money will be used. 

So it is d ifficu lt to say correctly how far the micro credit played any role 

regard ing the empowerment of women. The research work on the two villages 

cannot come to any definite conclusion in th is regard. To take loans from any 

government insti tution , it is needed to produce documents related to land. Very 

fcw women lega ll y possess any propcl1y. So naturally women get less credit 

from government institutions. Till today men have more control over the money 

obtained from micro credit and its spending. Though micro credit based 

development was conceptually women centered; yet in reality it has become men 

biased. How is the interrelation among the members o f the society/group fomled 

for the purpose of micro credit? Information was collected regarding this issue. It 

is found that there is actually nothing called group/society or cooperative society 

or any active co llective work. It has been found by the research that the 

formation of the society/group is a pre condition for getting loans. But actually it 

is not effecti ve. To get loans from NGOs it is necessary to form a group/society. 

So the society/group is formed only for gett ing loan money. No such money is 

spent collectivel y or by mutual understanding among the members of the society. 

There is no collective initiative or activity. Everybody spends money 

indi viduall y. Only on the day of form ation of the society/group or on the day of 

paying installment members get together. The organization that pay the loan, do 

not try to keep the societies active. As a result, there is no interrelation among the 

members in that sense. However, if any member fail s to pay the insta llments, 

then others put menta l pressure on him or her, because a ll members are held 

li able for the fai lure of anyone member. The next issue discussed in the research 

work was, whether the micro credit brought any changes in the relation between 
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man and woman and in the kinship, and if so, what was its nature? The result of 

the researc h work shows that micro credit in many cases causes quarrel within 

the fa mil y. With regards to how the loan money is to be spent, there is often 

difference of opinion among the members of the famil y. Even there is often 

contradiction between husband and wi fe over the issue regarding the timely 

payment of installments. Yet, there is no information about the changes of 

relation in the kinship. In regards to the changes of occupation or life style due to 

micro credit, most of the borrowers told the researcher that the credit did not 

bri ng any changes in the life style or in the occupations. Most of the borrowers 

used the loan money in their own profession or spent it for daily uses. Some 

people could slightly increase their wealth. For example, some of them 

constructed a house of tin . How do people look at micro credit? Why are they 

interes ted in taking loans? Most people said that they benefited by the credit; but 

that was on ly temporary. It cou ld not improve the economi c conditions of the 

people as a whole, even if it increased the professional income that could not be 

sustained. Before the credit was given it was important that the bon'owers should 

have been told how to re-invest part of the profit or extra income that was 

avai lable through the utilization of the credit. If this cannot be done, then it will 

not help to bring any significant change in the economic conditions of the people, 

even if the credit may contribute to the temporary increase of the borrower's 

II1come. 

To what extent micro credit plays a role in the rural economy is still a debatable 

questi on. But it is true that micro credit may be considered as a step toward rural 

development and poverty reduction, onl y if the loaning governmental 

organizations remove the mismanagement in the process of giving loans and if 

the non-governmentalal organizations give up their commercial mentality. This 

research on the two rural vill ages ofTangail district reveals this truth. 
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Appendix - I 

Interview schedule: 
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Appendix - 2 

I low government plays the role regarding micro credit acti vity is given below: 

Small Loan Programms Under Adm inistrati ve Government Departments 

Disbursll1ent and Recovery Positi on 

(Taka in Mill ion) 

Mi nis1ry Agency Cum 1996- 1997- 1998-99 CUlllul ive 

97 98 

Jun-96 Jun-OO 

Fianance lJanking Disb(Tk) 53.3 91.1 128 165.8 61 7.4 

Wing 

Recovery 26.29 95.09 95 .97 66.19 75.29 

(%) 

Rural Dev & BRDB Disb(Tk) 5051.7 2314.2 2937.8 2780.6 16239.3 

Cooperatives 

Diision 

Recovery 82.27 88 .9 1 96.46 96 .00 88.06 

(%) 

IJARD Disb(Tk) 25.41 86 .1 75.9 89.4 594.7 

Recovery 68.20 106.57 116.53 9 1.11 88.89 

(%) 

RDA Disb(Tk) 3.6 6.1 7.7 10.5 48. 5 

Recovery 9 1.67 94.55 96.51 97.9 94 .37 

(%) 

Women \Vomen Disb(Tk) 326.8 191. 1 30 1.1 389 1458 

&Childrcn Affairs 

Arrairs Dep! 

Recovery 65.45 94.05 72.39 88 .43 80.35 

(%) 

Ja!iya Disb(Tk) 10.00 9.80 4.50 8.40 3.25 

Mohila 

Sami(y 

Recovery 22.00 4 1.05 11 3.89 72 .92 88.04 

(%) 
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Soc ial We lfare Social Disb(Tk) 1075.00 74 .8 57. 6 159.9 15 12 

We lfare 

Dept 

Recovery 95 .83 97.07 93 .68 91.66 95.25 

(%) 

Labor & 130MET Disb(Tk) 107.20 49.20 39.7 21.50 21 7.50 

Employment 

Recovery 49.00 25.00 100.04 2. 16 43.40 

(%) 

Cabinet Disb(Tk) 600 5.00 7.9 2.7 28.40 

Division 

Recovery 99.90 89.98 79.13 86.89 84. 18 

(%) 

Fisheries & Dept of Disb(Tk) 15.4 6.6 24.5 31.8 83.9 

Livestock Fisheries 

Recovery 44.4 58.76 40.57 41.00 28.73 

(%) 

Dept of Disb(Tk) 109.4 23.8 45.4 152 .1 540.7 

Li vestock 

Industries I3SCIC Recovery 25.23 59 .44 34.33 78.8 1 43.63 

(%) 

Disb(Tk) 238.7 120 138.5 15.72 78 1.4 

Recovery 2 1.74 82.36 90.1 6 87.34 67.46 

(%) 

Agriclil rure COllon Disb(Tk) 14 3.4 3.9 2.7 31 

Dev Board 

Recovery 105.7 1 105.28 102.09 102.09 98.48 

(%) 

Agricultur Disb(Tk) 108.7 13 .2 34.6 76.8 325.7 

e Dev 

Board 

Recovery 126.97 40. 15 56.94 62.5 91.55 

(%) 

Land Disb(Tk) 126.9 12 .6 00 00 139.5 

Recovery 50.4 3.68 00 00 87. 1 

(%) 
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Local (jOVl Loca l Govt Disb(Tk) 38 .00 2.10 15.00 1.00 66. 10 

Di v 

Recovery 73.55 82.55 44 .58 80 67 .33 

(%) 

Youth & Dept or Disb(Tk) 857.4 598.6 564. 7 78 1 3502.1 

Sports Youth Dev 

Recovery 78.63 78 .92 73.4 1 77.4 1 76 .2 

(%) 

Textile I-Iandloom Disb(Tk) 23.5 42.1 

Board 

Recovery 0 9.76 

(%) 

Cr:lI1d Total Disb(Tk) 8078.80 3420.7 4178.30 4566.80 24974.10 

0 

Recovery 79.3 87.3 90.6 89 84.2 

("!o) 

Source: GOB. Bangladesh Economic Review 2000, Finance Di vision, Ministry of Finance. 
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