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PREFACE

This study report is being submitted in view of the fuUlllinenl of the
requirement of M. Phil degree from the histitute of Business Administration
(IBA) of Dhaka University.

The study entitled Monitoring and Control System of Crameen Bank and
its Effect on the Recovery Rate has been conducted to determine the
causes of Grameen Bank’s excellent recovery rate assuming that its
Monitoring and Control System plays a major role over the issue.

Grameen Bank has an excellent recovery rate while the commercial banks in
the country confront the severe problem of prevailing default crisis.

The purposes of the study also include finding out the level of satisfaction
that different categories of beneficiaries get from Grameen Bank’s services.
An attempt has also been made to assess the impact of different variables on
the repayment behavior of the beneficiaries of Graineen Bank.
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ABSTRACT

The study entitled Monitoring and Control System of Crameen Bank
and its Effect on the Recovery Rate is an attempt to find out the impact
of monitoring and control system of Gramecn Bank on its recovery rate.
The influence of other variables, e.g., peer pressure, to obtain new loans,
both peer pressure and to obtain new loans etc. on recovery rate was also
tried to be determined. The relationship of beneficiaries’ age, sex,
education, marital status, monthly income etc. with their repayment
behavior was attempted to be ascertained. Both primary and secondary

information was used in the study.
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EXECUTIVE SUMMARY

1. Background of the study

Grameen Bank has attracted attention of donor agencies and researchers
for its high loan recovery rate and success in reaching a large number of
poor with different categories of loans. Grameen model has been
replicated in many countries. Grameen Bank’s fast expansion can be
compared witli that of McDonald’s. While the commcrcial banks of
Bangladesh are presently characterized by the prevailing default crisis,
Grameen Bank boasts of its 98% loan recovery rate. ITie reasons for
Grameen’s high recovery rate can be in large measure, but they must be
attributed to its management system. Grameen management is cautious
about loan recovery even when the groups, smallest of the echelons of
GB (Grameen Bank) are formed. Monitoring and control system of GB
flows from branches, which monitor the activities of the individual
members, groups, centers up to the head office through the area and
zonal offices. The present study, using both primary and secondary data,
focuses on the monitoring and control system of GB and endeavors to
fmd out its effect on the recovery rate. Influence of other variables such
as peer pressure, entitlement to obtain further loans, etc. vis-a-vis CIB’s
loan recovery rate has also been studied. An overview of Grameen

Bank’s management system has also been given in the study.
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2. Objectives of the study

The broad objective of the study is to explain the causes of high recovery
rate prevaihng in Grameen Bank and to identify its relationship with the
monitoring and control system used by it. The immediate objectives of
the study are; (a) To learn about the functions, practices and system of
GB management, (b) to find out to what extent the recovery rate of GB
Is the outcome of its monitoring and control system, and (c) to assess the
level of satisfaction of the beneficiaries in terms of services of GB in

providing loans to them.

3. Scope of the study

The scope of the study covers the monitoring and control system of GB
and other factors, which have effect on recovery rate. The study also
covers an attempt to find out facts regarding respondents’ satisfaction

with GB services.

4. Research Methods

The study incorporates both the primary and secondary information in
attempting to find out the effect of monitoring and control system ofGI*
on its recovery rate. Relevant literature was surveyed for collecting

secondary information. Some information were collected from Grameen
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Bank’s Annual Reports. The study relied mainly on quantitative

techniques.

4.1Two GB branches, i.e., Kapasia and Madhabpur-Singair were selected

using Judgement Sampling Method.

4.2 Structured questionnaires were used for interviewing beneficiaries.
Respondents were classified on the basis of their loan repayment
behavior, i.e., whether they repay regularly or not. Those who leave
installments due for more than a month have been considered as
‘beneficiaries with irregular loan repayment habit’. The questionnaire

incorporates questions posed to find out whether the respondents were

satisfied with services rendered by Grameen Bank.

4.3 Sample size was determined using the following formula;

Samplesizc = XANPA-P)

A total of 354 GB beneficiaries were interviewed. Among them 313
were female and 41 were male. Age of respondents ranged from 22 to 52

years and their monthly income varies form Tk. 1000 to Tk. 12000.

4.4 Beneficiaries’ group meetings were observed. Loan disbursement at the

branch offices and the weekly field visits were also observed.

4.5 Eleven variables were used in the study. Beneficiaries’ loan repayment
behavior in terms of regularity has been considered as the dependent
variable. The major independent variables in respect of reasons for loan
repayment are ‘peer pressure’, ‘monitoring and control system of GB’,

‘both peer pressure and to obtain new loans’.
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4.6 Cross tables were used for finding out relationship of different variables
with respondents’ repayment behavior and getting satisfaction from GB

services.

4.7 Logistic regression model was used for analyzing the degree of influence
of different variables on respondents’ repayment behavior.
Simple/multivariate regression model could not be used in the study
being the dependent variable categorical/dichotomous instead of
quantitative. The basic assumptions in a regression analysis when the

dependent variable is dichotomous are as follows;

- The conditional mean of the regression equation must be formulated to be
bounded between zero and one. The logistic regression model satisfies

this constraint.

- The binomial, not the normal, distribution describes the distribution of

the errors and will be the statistical distribution upon which the analysis

Is based.

- The principles that guide an analysis using linear regression will also

guide in logistic regression.

5. The study findings

5.1 The sttidy reveals that monitoring and control system of GB has a
stronger effect on Grameen Bank’s recovery rate. llie majority of
beneficiaries (42.1%) expressed that they repaid regularly because of
Grameen’s systematic monitoring and control system which includes

group meetings and weekly field visits.



Dhaka University Institutional Repository

5.2 Next to monitoring and control system of GB comes ‘to obtain new
loans’ as a reason for regular repayment. Percentage of this group of

respondents is 31.1.

5.3 Despite the fact that peer pressure is a unique feature of Oii’s credit
mechanism, only 4.8% respondents stated that they repaid regularly for

peer pressure.

5.4 Some 78 respondents said that tliey repaid for both ‘peer pressure and to

obtain new loans’. Percentage of this group is 22.

5.5 The analysis and findings of the study lead to suggest that the
beneficiaries who are younger, abandoned and divorced, member of
large families, less educated - are more regular in loan repayment and

they get higher satisfaction from GB services.

5.6 The effect of age, sex, number of family members, level of education of

the beneficiaries is rather insignificant on their loan repayment behavior.

5.7 Beneficiaries with higher monthly income are more regular in loan

repayment.

5.8 Beneficiaries who do not find the GB proccss complicated are more

regular in loan repayment.

5.9 The beneficiaries who stated that they repaid regularly for effective
monitoring and control system of GB are more regular in repayment
compared to those who thought they repaid for peer pressure, to obtain

new loans or for both.
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5.10 Number of GB members and branches increased steadily in the 12

years under study. This indicates expansion of operation.

8. Prospects for future researches

The study findings imply tliat further studies can be carried out on the

following areas;

8.1 Standardizing the criteria to become beneficiaries; Although there arc
some set standards regarding eligibility of becoming GB beneficiary,
discrepancies were observed. Despite the fact that only hard core poor
people should be GB members, many well off beneficiaries get loans from
GB. Some beneficiaries even earn Tk. 10000/12000 a month. So, GB can
stop lending money to well off beneficiaries and extend credit to the ultra

poor people.

8.2 Determining the level of graduation: Some of the beneficiaries were seen
to improve their economic condition immensely by using GB credit. They
were real destitute when they entered GB as new members, liut they are no
longer poor although, they still get loan from GB. In order to keep the
records clean, GB has to be cautious about the old members. I’hey have to
decide whether to continue with these ‘graduated (from being poor)’
members with poor repayment record or expand horizontally with newer

members (Rahman, 1986). So, not only determining the level of graduation
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from poverty level is enough, GB will also have to stop giving kuin to those
who attain financial solvency. In this way the well off members may gel a

chance to prove their competence in sustaining the graduation.

8.3 Motivating beneficiaries to repay installments timely; When the
beneficiaries were asked why they repay regularly, none of them said that
they do it being self-motivated although, this variable was included as a
close-ended question. Respondents stated that they repaid loans because of
GB monitoring and control, peer pressure or, to obtain new loans. So, GB

can motivate beneficiaries to repay loan from the ethical point of view.

8.4 Monitoring loan utilization: Some of tlie beneficiaries were found to send
their husband/son abroad spending the amount of GB loans, particularly in
Kapasia area. Such practices should be guarded against and emphasis be put

on utilizing loan on local income generating projects.
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INTRODUCTION

Poverty is a violation of fundamental human rights. So any development
progamme should be specially designed to address poverty properly
(Daiyan, 1992). Bangladesh is one of the poorest countries in the world.
In 1991->92 hard core poverty (defined as having average income of
1173757 per person per annum and less than 1805 KCAL consumption
per day) in both rural and urban areas were 28% and 26% respectively
{BBS, 1995). The moderate poor are those who subsist around the
poverty line income which was Tk.6287 per capita per annum in 1994,
In terms of calorie intake tliis group barely meets tlie minimum level of
2112 kilocalorie per person per day. This group has an average land
holding of about 50 decimals (Rahman, Razaaque, Rahman, 1998). The
alleviation of poverty has been the central policy objective of all the
government since the 1960s and even after the emergence of
independent Bangladesh the issue has continued to occupy the focal
point of every successive development plans. In the mean time
Bangladesh has been exposed to numerous poverty eradicating plans and
programs both by the government and non-government organizations
(NGOs) as well Despite these efforts the number of people living below
the poverty line has remained almost unchanged over the last 80 years or
so (Sobhan, 1996). The incidence of poverty at the national level has
declined from 52.3 to 49.7 percent during 1984-92. The urban head
count of the poor has declined from 40.9 to 33.6 percent, while the
corresponding figure for the rural area dropped fi-om 53.8 to 52.9

percent. This suggests a faster poverty reduction rate in urban areas than
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in the rural. Data officially collected for a Poverty Monitoring Project
(BBS) indicate that the incidence of rural poverty stood at about 48
percent in early 1995 which was about 5 percentage points lower than

the level prevailing in 1991/92 (Planning Commission. 1998).

At the present context, poverty alleviation happens to be the first issue to
be given attention to. The slow progress of poverty alleviation in
Bangladesh coupled with the deteriorating trend in extreme poverty has
posed a challenge for the aid strategy of the donor community at large.
The gradual shift in focus of the aid strategy of the donor community
from the public sector to the NGO sector has also been under review by
not only the policy makers and academics but by the donor community
themselves as well (Rahman, Razzaque, Rahman, 1998). A large number
of non-government organizations, both national and international along
with government have devoted their endeavor to eradicate poverty form
Bangladesh. There are frequent complaints with regard to the
transparency and success of such organizations. Grameen Bank is one of
the few development financial institutions which has gained national as
well as international reputation for successfully operating with the
objective of extending credit to rural poor in order to make them self

reliant.

The traditional policy of poverty alleviation programs mostly relied on
the trickle down approach, which focussed on a strategy of high macro-
economic growth, as measured by GNP, implicitly assuming that the
benefits would automatically permeate to the poor sections of the

society. However, the trickle down strategy, which provided the

10
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subsidized inputs to promote economic growth, self sufficiency in food
production, and industrialization mostly, was helpful for the urban and
rural elite and excluded the majority of the poor. The poverty alleviation
mechanism through subsidized credit which was the prime objective of
many government sponsored programs achieved its goal only marginally
due to the fact that the access to formal loans/bank credit involved high
transaction costs and required collateral which the rural poor could not
provide. In this backdrop a new strategy was introduced to address the
needs of the poor directly and these policies attempted to direct the
programs to target the poor, particularly in the rural Bangladesh. The
emergence of the Grameen Bank in the 1980s as a model of targeted
credit program strengthened the rationale and momentum for such an

approach. (Rahman, Raz"zaque, Rahman, 1998).

Grameen Bank is one of the first organizations which introduced the
concept of bottom-up approach to poverty eradication. The difference
between the trickle down and bottom-up approach can be explained like -
the former provides employment opportunities to utilize the assets of the
poor, i.e., the physical labor and initiative capacity, while the latter
Increases the productive capabilities of the poor to enable them to take
advantage of the available economic opportunities to enhance their
income earning capacity and to improve the quality of their life as a
whole. Grameen Bank is a unique financial institution engaged in
lending money only to needy rural women and also to a small number of
poor men. There are other interesting features of GB (Grameen Bank)

which give it distinction from all other banks.
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1. LITERATURE SURVEY AND CONCEPTUAL
FRAMEWORK

1.1 Literature Survey

Many organizations, institutions and individual researchers from home
and abroad have shown interest in Grameen Bank. They conducted
numerous researches on different issues relating to GB. Other
researchers who mainly work on poverty have also carried out studies on
GB as it happens to be one of the leading organizations working for
poverty alleviation. Some researchers have also undertaken academic
researches on various aspccti of GB. Their findings and experiences

were disseminated in the form of research reports, articles and books.

A clear picture of Grameen Bank’s management, monitoring and
evaluation functions, loan recovery profile and determinants of loan
repayment behavior of beneficiaries can be obtained from World Bank
Discussion papers Grameen Bank - Performance and Sustainability
prepared in 1995 by Shahidur R. Khandaker, Baqui Khaiiy and Zahed
Khan. GB leadership is characterized in the paper as decentralized rather
than bureaucratic. About two million borrowers have bought GB shares
valued at Tk.IOO each, which constitute 90 percent of tlie bank’s equity.
Nine of the thirteen board members are shareholder representatives, all
of them women. The monitoring and evaluation unit collects, analyzes
and disseminates the field level data. It has been expressed in the paper

that the recovery rate as reported by GB is likely to be overstated
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bccause it does not distinguish between all loans outstanding and the
proportion that is actually due for recovery. Group’s viability is

mentioned in the paper as determinant of loan repayment behavior.

Susan Holcombe in her research publication entitled Managing to
Empower - the Grameen Bankas Experience of Poverty Alleviation
(1995) has elaborately described the management system of Grameen
Bank. The methodology used in this research relies heavily on Henry
Mintzberg’s approach to observing what managers actually do, as
opposed to what they say that they do. Mintzberg believed that most
studies of the work of managers were really descriptions of what
managers ought to be doing, not what they do. The researcher for this
book observed six GB field managers for four to six days each. Other
research methods used include Focus Group Discussion interviews and
review of documents. Holcombe suggests that the major conceptual
areas which are relevant to participation and empowerment are - vision
and values of the organization, inculcation and maintenance of vision
and values, structuring of work, decision-making and, planning and
control. Grameen Bank’s impact on the income, assets, participation and
empowerment of poor people and on the commercial viability of the
Bank has been described in the book. The background information on
GB as it is organized for implementation of poverty alleviation and GB’s
model of poverty alleviation through targeted rural credit are given in the
book. While describing how GB leaders manage organization vision and

values, the followings were found out;

Control of vision and values is highly centralized.

13
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The Grameen vision of poverty alleviation encompasses both
Income/assets changes as well as empowerment and participation of the

identified target group of poor.

ITie stated values of Grameen are empowering of staff work and

participation in poverty alleviation work.

Operating level staff and managers espouse the same vision and values

as the central leadership.

The author states that GB is in effect attempting a culture change for its
employees. The consistency between espoused values and managers’
actual behavior appears to be reinforced by the structuring of work and
informal routines. The operation of the performance control system in
GB was explored to identify the ways in which it is decentralized,
participatory and empowering. Finally, the researchcr has shown that the
overall hypothesis that poverty alleviation organizations committed to
the empowerment and participation of the poor can organize and manage

work in ways that are both centralizing and decentralizing.

Banker to the Poor, written by Dr. Muhammad Yunus and Alan Jolis
and published in 1997, is in fact a description of Dr. Yunus’s
experiences with GB. It is asserted in the book that one of the major
causes of repayment problem in Bangladesh is the lump sum repayment,
which is considered as a hurdle for the borrowers. So, Dr. Yunus, the
founder and Managing Director of Grameen Bank, did the opposite,
making repayments in small daily installment. Grameen Bank’s simple

repayment mechanism has some features, i.e., - one year loans, equal

14
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weekly installments, repayment starts one week at\er the loan, interest
rate of 20 percent, repayment ainounts to 2 percent per week for fifty
weeks, interest payment amounts to Tk.2 per week for a fk.IOOO loan

etc.

Shahidur Rahman Khandker in his book Fighting Poverty with
Microcredit - Experiences in Bangladesh, published in 1999, examines
the experiences of the Grameen Bank with two other major microcredit
programs (BRAC and RD) in Bangladesh in order to quantify the
potential and limitations of microcredit programs as an instrument for
reducing poverty and delivering financial services to the poor. Specially,
it addresses whether microcredit alleviates poverty, whether
microfinance is a cost-effective way of providing fmancial services to
the poor when formal financial institutions fail to meet their needs. It
also examines who among the poor benefits fi'om micro finance and
how. The analysis based on household surveys and program level data,
suggests that when these programs attain a certain level of operation they
are cost-effective. The programs reduce poverty on a sustained basis and
are well targeted, with more than 80 percent of borrowers owning less

than half an acre of land. The researcher suggests the followings;

Program design; How effective micro credit programs are in reducing
poverty and reaching the poor is an important policy question that merits

careful program evaluation.

Program evaluation: Appropriate program evaluation thus requires

estimation of cost*efTectiveness on both the supply side (whether a micro

15
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finance program is cost effective in delivering program inputs, such as
credit) and the demand side (whether a program is cost-effective in

generating benefits to participants).

Poverty reduction: Grameen Bank provides larger loans per borrower
than the other two programs. As a result borrowers of GB enjoys higher
returns to capital than BRAC and RD borrowers and the effect of their

borrowing on household net worth is higher.

Atiur Rahman in his 1986 BIDS publication entitled Loan repayment
performance of Grameen Bank in Bangladesh has identified some
factors contributing to the repayment performance of Grameen Bank.
The author stated that GB’s repayment performance is ‘excellent’
compared to the performance of other credit programs in Bangladesh. 1le
has pointed out the following factors contributing to the recovery of GB

loans:

(DThe well designed program. (2) Appropriate institutional arrangements.
(2.1) Closeness to the borrowers. (2.2) Peer pressure and the process of
group formation. (2.3) Slow and steady approach of GB. (2.4) Hnsuring
loan utilization. (2.5) l.oans to appropriate activities. (2.6) Small weekly
installments. (2.7) Group fund. (2.8) Incentives of repaid loan. (2.9)
Consciousness-raising efforts of GB. (2.10) Strict supervision. (2.11)

Participative management style of GB.

Some factors which are likely to retard the success of GB have also been
identified by the author. These are: Overlooking the graduated members,

(b) Bad repayment record of the collective loans, (¢) Too much

16
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dependence placed on the honesty and dedication of the bank workers,
(d) Too fast expansion because of the pressure of the donor agencies,

government or the rural elites, (e) Dependence on foreign funds.

The research report on Credit for Alleviation of Rural Poverty: The
Granteen bank in Bangladesh, written by Mahbub Hossain and
published in February 1986 by “International Food Policy Research
Institute” in collaboration with the “Bangladesh Institute of
Development Studies” shows us the role of credit on tlie socioeconomic
environment, organization and management of the Grameen Bank, its
costs of operation etc. The author expresses his opinion that GB has
succeeded in reaching its target group with an excellent loan repayment
performance. The most direct effect of the GB has been on the
accumulation of capital by the poor. The loans extended by Grameen
Bank help to generate new employment, particularly for poor women.
The author’s one of the in depth household surveys in five project
villages and two control villages found that GB members had incomes
about 43 percent higher than the target group in control villages, and
about 28 percent higher than the target group non participants in the
project villages. It has also been found out that GB has covered only
about four percent of its target-group households throughout
Bangladesh. The main factors that could affect successful expansion of
the bank are the market for nonfarm goods and services, institutional
development and stability, and costs of operation. ]JlGoperating costs of

GB are very high. The author opines that the GB concept of generating
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self employment for the poor through credit without collateral should

work in other countries with widespread poverty and underemployment.

Ilie research report entitled On Reaching the Hard Core Poor:
Redefining the NGO Strategy, prepared by Atiur Rahman, Mohammad
Abdur Razzaque, Mirza Md. Shafiqur Rahman, Syed Naimul Wadood,
Mohammad Abu Eusuf and, Shamsul Hoque Mondal, and published by
the BIDS in May 1998 presents a picture of poverty situation in two
sample thanas in Kishoregonj district and NGO activities in them. The
researchers categorized poverty as hardcore and moderate by yearly
income Tk.3757 and 2112 and 1805 kilocalorie in take per person per
day. Their household census revealed that NGO membership was
dominated by the moderate poor category. The study points out that
despite their commitment to the poor, the leading NGOs in the country
and Grameen Bank have, by now, undergone silent shift from its focus

on the extreme poor to the wealthier poor.

Jaynta Kumar Ray has expressed the objectives of his study report with
the title To chase a miracle - A study of the Grameen Bank of
Bangladesh, published by the University Press Limited in 1987, as: (I)
to collect the life profiles of the rural poor (served by the Grameen
Bank), and examine whether these can corroborate the findings of GB
studies, (ii) to highlight the organizational characteristics of the (irameen
Bank, which have not secured due attention in previous researchers on

the GB. The author expressed his opinion regarding the effect of

18
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Grameen Bank on poverty alleviation that the lower income countries
are desperately in need of suitable agency, that can, with limited
finances, raise the destitutes, and near-destitutes and the poor in rural

areas above the poverty line within a short period, say a decade or two.
Through some eases, the author has shown how different bcneficiaries

were benefited by GB.

A picture of default crisis in the banking sector of Bangladesh can be
viewed in the paper entitted GROWTH OR STAGIMATION? A
REVIEW OF BANGLADESWS DEVELOPMENT 1996, edited by
Professor Rehman Sobhan and published by the Center for Policy
Dialogue, University Press Limited in 1997. The paper shows that 50
percent of the unrealized loans in the private banks and 36 percent in the
nationalized commercial banks were overdue in December 1995. This
shows how the commercial banks in the country were engulfed by the
default culture, which started becoming worse during the early 1980s.
The situafion got ominous for the fact that many of the large defaulters
happen to be the major stockholders and directors of the newly
established private banks. However, it is encouraging to know that
recently the Bangladesh Bank has started instructing all private banks to

recoup outstanding loans made to their directors.

19
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1.2 Conceptual framework
Variables used in the study:

Eleven variables were used in the study, namely:
. Sex: Both male and female beneficiaries were randomly interviewed.

. Age: Respondents’ age is used in the study in tlie fonn of ungrouped

data.

. Marital status: Respondents were found married, abandoned or divorced.
In this study “married” respondents imply that they live with spouses.

None of the respondents are “unmarried” or “never married”.

. Number of family members; Respondents’ number of family members

has been used as ungrouped data.

. Level of education: ITie respondents were categorized in four groups in

terms of their Level of education, i.e., “illiterate”, *Hip to class five”, “up

to SSC” and “SSC and above”.

. Monthly income; Respondents’ monthly income has been used as

ungrouped data.

. Years spent as GB members: Respondents were asked about their years

spent as GB Member and the responses were used as ungroupcd data

. Whether it is difficult to take loans/ Whether the respondent is satisfied
with GB process; TTie respondents were asked this question in order to

find out if GB system can satisfy the beneficiaries. Relationship between
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“satisfaction with GB system” witli “repayment behavior was tried to he

ascertained.

9. Whether the whole amount of loan is given at a time;This question was
asked to the beneficiaries for finding out their satisfaction about the

matter.

10. Whether repay regularly: The beneficiaries were asked this question for

finding out their repayment status.

11. Ifrepay regularly, why do they do so

for peer pressure

for the monitoring and control system of GB

for obtaining new loans

* for both peer pressure and obtaining new loan

The beneficiaries were asked this question so that the cause(s) of their

positive repayment habit can be ascertained.

Dependent variable: Loan repayment behavior in terms of regularity

has been taken as the dependent variable.

Independent variables: Except the 10” variable, all other variables (1 to

9 and 11) mentioned above are independent variables.
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U may be noted that since the recovery rates in both the sample branches
are 98% to 100%, no defaulters could be found in those branches. So,

the beneficiaries who delayed in loan repayment for more than a month

were considered as irregular in loan repayment.
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2. STATEMENT OF THE PROBLEM AND OBJECTIVES

OF THE STUDY

2.1 Statement of the Problem

1’he banking sector of Bangladesh is now characterized by the poor
recovery rate in both nationalized and private commercial banks. The
Finance Ministry’s Review of Financial Institutions (1995-96) shows
that upto December 1995, in the private banks, 50% of unrealised loans
were overdue, whilst in the NCBs (Nationalized Commercial Banks)
36% were overdue (Sobhan, 1997). The World Bank’s study regarding
reforming banking sector depicts the following picture of country-wide

overdue loans situation;

Overdue loans (in percentage)
Country

Bangladesh 50

Pakistan 35
India 7

Indonesia 10
Thailand 15

Philippines 20

Denationalization of a number of banks as per the government decision
on 30 June 1983 made the situation even worse instead of improving it.
The default crisis both in the DFIs and NCBs, which goes back to the
beginning of the 1980, originated in the politicisation of the public
financial institutes (Sobhan, 1997). Power and politics play a vital role in

germinating the default culture in the banking sector of Bangladesh, Ilus
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politicisation encouraged the practice of granting loans overlooking
defaults through their subsequent rescheduling and the practice of
influential people’s interfering into instructing hankers as to whom they
should lend to or to reschedule particular debts. In this way the discipline
of the banks was undermined and corruption within the banking system
was encouraged. Therefore, it is not surprising that the majority of

defaulters are not only influential but also wealthy.

Recently the GOB (Government of Bangladesh) and the Bangladesh
Bank have taken some useful attempts to bringing back healthy banking
climate in the country by recovering overdue loans. Target was set for
recovering the major 100 overdue loans with the NCBs and the new
loans amounting to Tk 10 lakhs or more extended after January 1990. By
the end of December 1995, the actual recovery against the overdue
loans was 53.9 percent of the target recovery (Bangladesh Bank, 1995-
96). The Bangladesh Bank in a rare attempt to tighten the leash on tlie
loan defaulters has instructed all private banks to recoup outstanding
loans made to their directors. It has been said that the non-performing
loans of the directors of private banks have increased over time.
Available statistics also support this worsening situation o f‘insider’ loan
default to the private banks. It has long been alleged that many of the

large defaulters of the NCBs are now the major stockholders and
directors of newly established private banks. Now being the owners of
these banks, these defaulters may have used their influence to channel
funds into their own enterprises without showing any respect to the

banking laws of the country. The prevailing banking laws place
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explicitly limitalions on the process o f “insider’ lending. It also turns out
that these loan defaulters to both the NCBs and private banks, occupy
important positions in our society, and any step to expose them to a
measure of financial discipline tends to arouse strong resistance
(Sobhan, 1997). In fad, both the private banks and NCBs are in tlie
clutches of severe default crisis. Amongst borrowers it is significant that
the private sector accounted for 89.5% of all unrealised loans and 92.2%
of the loans overdue to the commercial banks (Sobhan, 1997). The four
specialized banks have poor loan recovery eind at least two are
technically insolvent. Some of the private banks are technically insolvent
due to the poor loan recovery (Cookson, forrest, 1997). Presently the
NCBs have the highest amount of loan default compared to private
commercial banks, foreign banks and specialized banks. The following
table depicts a comparative picture of loan default in NCBs, private

commercial banks and specialized banks for the period 1997 to 1999;

In crore Taka

Banks Total Percentage Total Percentage lotal Percentage
classified classified classified
loans loans loans
(30.6.97) (31.12 98) (30 6 99)
Four NCBs 8055 08 34.47 10755.08 40 38 13168.28 46 98
Private 4052.89 35 28 4694,83 32.96 4341.09 28 98
Commercial
banks
Foreign 130.40 5.51 125.88 4 14 129 80 4 19
banks
Specialized - - 4377.97 63 15 6071.84 67
banks
Total 12238.35 32.88 19953.86 39.24 23711.01 43 07

Source; Bangladesh Bank
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This low loan recovery is often described as an outcome of the
following; (1) the common view among the borrowers is that credit from
formal (i.e., government) sources is a loan that does not have to be
repaid; (ii) there exists high colleanerity between loan repayment and
production risk so that crop failure has an economy-wide impact on loan
recovery, and (iii) the loan contract is not enforceable. The success of
Grameen Bank in attaining a high recovery rate (about 98% as reported
by Grameen Bank) has challenged the viability of these views and
provided pressure on commercial banks and other DFIs to improve their
recovery rates in Bangladesh (PromPT 1996). Now' it is high time that
proper attention should be given in unearthing the causes of Grameen’s
success in achieving and maintaining a high loan recovery rate while the
traditional DFIs and NCBs are facing the threat of loosing clients’ and

the government’s confidence due to their low loan recovery rate.

Grameen Bank at the same time holds the dual status of development
organiz.ation and specialized bank. If its unique banking is considered as
a whole, a totally different picture emerges to our view. The 1997
Annual Report of Grameen Bank shows 93.02 percent recovery of total
loans (except house loans). The Cumulative Consolidated Statement
(CCS) of May 1999 shows 89 percent recovery. Monthly disbursement
was 147.12 crore while amount repaid was 162.81 crore. Amount
unrepaid in one and two years (overdue) stand at 9.96 percent and 6.98
percent respectively. In December 1998 GB had a recovery of 93.52
percent (100 - percentage of amount overdue, CCS 1998). Its loan

recovery profile of 1992 shows a 93.3% recovery of general and
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collective loans (Grameen Bank, 1995). Its loan recovery rate in eight

years from 1987 to 1994 never fell below 95%. Grameen calculated the

percentage of loans overdue (unrepaid afkr two years) at 1.32%; those

unrepaid after one year were 3.49% of the total amount (Holcomb,
1994), While Grameen Bank has been maintaining an excellent loan
recovery rate, which is often over 95%, the private commercial banks
and the NCBs fail to achieve/maintain a high or even moderate rate of

loan recovery.

Finally, Grameen Bank gets institutional supports because of its high
loan recovery rate. But most of the commercial banks in our country do

not get such supports for their high rate of loan default.
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2.20BJECTIVES OF THE STUDY

The major objective of the study is;

To explain the causes of high recover™ rate as prevailing in Cranieen
Bank and to identify its relationship with the Monitoring and
Control System used by it.

Specific/iniiTiediate objectives are:

a. To learn about the functions, practices and system of GB

management.

b. To find out to what extent the recovery rate ol' GB is the outcomc of

its monitoring and control system.

c. To assess the level of satisfaction of the beneficiaries in terms of

services of GB in providing loan to them.

2.3SCOPE OF THE STUDY

The proposed study may help future researchers conduct studies on
similar fields by providing information and raising questions. 71iis study
will attempt to point out the distinctive features of the monitoring and
control system of GB, which helps maintain the excelleiU rccovcry rate
Some drawbacks and limitations of GB management and problems
associated witli the system will be identified by the study I'inally,

prospects for future researches will also be shown by the study.
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Financial institutes like private and nationalized commercial banks may
benefit iVom the study by altering or modifying their monitoring and
control system, which may eventually result into improving recovery

rate.

It is very much likely that some development organizations u'ill be
benefited by the findings of the study, which may even lead them to

modeling and remodeling their projects.

Grameen Bank has centers in different parts of the country, bcneficiaries
and other organizations with similar activities will be under the scope of
the study. It will also include the groups formed by (iB benenciaries.
The Head Office, Zone, Area, Branch and groups formed by (iB will

encompass the scope of the study.

2.4 Limitations of the study

Two branches of Grameen Bank were chosen using Judgment sampling
technique. Recovery rates were high for both branches. So, it became

difficult to run statistical models as the value of dependent variable was

almost steady.
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Setting the conceptual framework of the study into any regression model
was also difficult as the data category was dichotomous. So, logistic

regression model had to be used.

None of the sample beneficiarics was defaulter in true sense as all of
them repay their loan. So, those who keep loans overdue for more than a

month were considered as irregular in loan repayment.

Photocopying facility was not available around the two sample branches.

So, copying weekly statements/ recovery sheet was difficuU.

2.5 Relevance of the study to country needs

Bangladesh, one of the poorest of the less developed countries in the
world faces the challenges from two sources, namely poverty and
population. According to the Bangladesh Data Sheet 1996, furnished by
Bangladesh Bureau of Statistics, the population of Bangladesh stood at
111.4 million (Bangladesh Bureau of Statistics, 1998), of which 47.4
percent fell into absolute poverty (below 2122 Kcal) category. Overall
development of the country can not be achieved unless the two problems

are properly taken care of. The effort of Grameen Bank has been put to
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make lhe rural women in Bangladesli, the poorest of the poor, self rehanl
in one hand and conscious on the other. This consciousness encompasses
a wide area including the family planning issue. Every GB beneficiary
has to learn 16 decisions drawn by GB. Fhe sixth of these sixteen
decisions showing guidelines for improving its members’ life says, “We
shall plan to keep our families small. We shall minimize our

expenditure. We shall look after our health.”

High rate of illiteracy is the foremost social problem of Bangladesh.
National literacy rate(7+) of Bangladesh was only 47.3% in 1997
(Bangladesh Bureau of Statistics, 1998). GB teaches its beneficiaries to
sign their names. Its seventh decision states, “We shall educate our
children and ensure that they can earn to pay for their education.”
Therefore, it is evident that GB has been serving our country with its
target to make her free from dire indigence, social backwardness,

illiteracy and many other existing social and economic problems.

Significantly, the overwhelming majority of borrowers are women and
the repayment rate for loans is estimated at 95% (S. Pal, 1994). This
outstanding repayment rate for loans extended by GB deserves to be
anatomized and probed. This feature of GB is worth stirring interest as
many commercial banks in Bangladesh encounter intricate situation

because of a large number of defaulters.
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Grameen bank plays a significant role in poverty alleviation,
empowerment of women by creating employment opportunity for them
and contributes immensely to the development process in the rural
Bangladesh. So the proposed study on Monitoring and Control System
of Grameen bank and its Effect on the Recovery Rate can be considered
as a timely one. Hopefully, this study will encourage researchers to
conduct studies on development fields so the efforts to eradicate poverty

from Bangladesh can be strengtliened
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3. METHODOLOGY OF THE STUDY

3.1 Approaches and methods

Following methodology will be used for conducting the study;

Literature search
Direct observation and field work
Questionnaire/personal interview

Interview of GB ofllcers and beneficiaries

3.2 Sources of data:

Both primary and secondary data were used in the study. Data were

collected through;

Extensive literature survey

Interviewing GB staff and beneficiaries on tlie basis of the questionnaire
In depth study in the form of selected cases will be undertaken

Studying financial records maintained by GB

Reviewing previous reports, publications
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Collection of primary data: Two GB branches - Kapasia and

Madhabpur Singair were selected through Judgment Samphng

Structured questionnaires were used for collecting primary data.
Beneficiaries were asked whether they repay GB loans regularly, if so,
why they do it. The reasons for timely repay are used as variables of the

study.

3.3 Sample design

Judgement sampling technique was used for selecting two districts. In
this method of sampling the choice of sample items depends exclusively
on the judgment of the investigator. In other words, the investigator
exercises his/her judgment in the choice of sample items and includes
those items in the sample which he/she thinks are most typical of the
universe with regard to the characteristics under investigation (Gupta,
Gupta, 1989). Two thanas were selected from the two districts by using
the same method. Then beneficiaries were chosen using simple random

method.

Officers of Grameen Bank and beneficiaries were interviewed. Two
types of beneficiaries, e.g., reqgular and irregular (who had unrepaid

loans for more than a month) re-payers consisted of the sample

respondents.

The sample size for the beneficiaries was determined by using the

following formula:
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Samplesize = —" XNPO ;,P--)

C~AN-1) +x'P(I-P)

Where X is the chi-square value for 1-degree freedom at some desired
probability level; N is the population size (which gets more important as
N gets smaller); P is the population parameter of a variable, and C is the

confidence interval chosen. Therefore, the sample size for the

beneficiaries of GB was determined by using following fonnula;

Samplesize =" N Nt e 57X0.5X0,3)
1(0.05/(4442-1) +(3.841X0.5X0.5)
=354

3.4 Analysis plan:

Some statistical techniques were used in the study for analyzing the
effect of monitoring and control system of Grameen Bank on its
recovery rate and, how satisfied the beneficiaries are about the bank’s
loan delivery system. Logistic regression model was used for showing
the strengtli of monitoring and control system of GB in influencing the
loan repayment habit of the beneficiaries. Cross tables were also used for
showing relationship of different variables regarding loan repayment.
The following statistical techniques have been used in the study for
analyzing the effect of monitoring and control system of GB on

repayment behavior:

-Frequency tables of variables
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-Cross tables for finding out relationship with different variables with
respondents’ repayment behavior and their level of satisfaction with GB

services

“Logistic regression model for analyzing the degree of influence of

different variables on respondents’ repayment behavior

-Bar charts to explain Grameen Bank’s trends regarding recovery.
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4. An overview of the organization and management of

Grameen Bank

4.1 Origin of Grameen Bank

The Grameen Bank originated form a small action-rcsearch project
undertaken in a village called Jobra , near Chittagong University in 1976
by Dr. Muhammad Yunus, professor of economics. Professor
Muhammad Yunus, the founder of Grameen Bank used to pass through
villages on his way to Chittagong University and would notice women
working hard but earning rather meager income. After talking to them
Dr. Yunus learnt that these women could not gain much through their
hard work like making fishing nets, bamboo and cane products because
most of their profits went back to the money lenders. It occurred to him
that women could be entitled to all of the profits if they worked without
the involvement of any middlemen who supplied the materials, sold
finished goods and eventually took the largest portion of the profits. Dr.
Yunus thought that what these women needed was access to credit at
reasonable rates of interest so that they could purchase the materials all
by themselves and consequently, could keep all the profits. He then
initiated an action research by lending money equivalent to US $ 28 out
of his own pocket to some women of that village. Tliis brought a positive
result, i.e., the money was timely repaid with interest and thus (ili
commenced banking activities, although on a small scale, in Jobra and
that was the beginning of the success story. The project aimed at testing

the hypothesis that if financial resources are made available to the poor
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at reasonable terms and conditions, they can generate productive self-
employment without external assistance. It was observed that a large
proportion of the extremely poor households in the village was engaged
in various non-farm activities with scanty amount of capital borrowed
from informal sources. But the poor could not improve their living
standard and accumulate capital of their own with the small si/.c of loai>s
against high rate of interest (generally 10 percent a month). 'Hie founder
of Grameen Bank approached a local branch of a commercial bank,
which was authorized to provide credit at an interest rate of 13 percent a
year. But the bank at first refused credit because of lack of collateral.
The bank agreed to provide loans to the poor only after much persuasion,
but Dr. Yunus had to guarantee recovery. This experience brought the
idea of the action research project and development of an appropriate

mechanism for ensuring timely recovery of loans.

In order to convince the bankers that it was safe to extend credit to the
poor without collateral, the founder of Greimeen Bank proposed to the
Managing Director of the Bangladesh Krishi (agriculture) Bank (BKB)
to give him the responsibility of operating a branch under the director’s
guidance, bi March 1978, Dr. Yunus was allowed to experiment with his
ideas about the proper mechanism for delivery of credit to poor people.
The pilot experiment came out successfully. The Grameen Bank project
was launched in 1979 witli financial assistance from the Bangladesh
Bank with a view to finding out whether the experiment could be
replicated in a wider area. The project was located in Tangail district and

was tied in with local branches of the nationalized commercial banks and
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BKB. It took GB only a year to set up 24 branches, 19 in Tangail and 5
in Chittagong. The project was further modified and developed tJirough
experiments. It ensured 98 percent recovery of loans at due date
(Hossain, 1988). But GB could not be expanded much for lack of
enthusiasm from the participating banks. Later, the project was further
extended to Dhaka, Rangpur, and Patuakhali districts taking loan from

IFAD. Fifty new branches were set up during April 1982 to June 1983.

Grameen Bank came into being as a specialized financial institution for
the rural poor through a government ordinance in September 1983, Tlie
ordinance provided for an authorized capital of Tk. 80 million and paid-
up capital of Tk. 30 million, and an ownership pattern of 60 percent with
the government and 40 percent with the borrowers. By an amendment of
the ordinance in July 1986, the paid-up share capital was raised to Tk. 72
million, of which the Grameen Bank borrower-shareholders would
subscribe to 75 percent and the government to 25 pcrcetU (llossain,

1988).
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4.2 Objectives of Grameen Bank

Grameen Bank has been operating as a specialized finajicial institute for

more than two decades with the following clearly defined objectives

(Daiyan, 1992):
To extend banking facilities to the poor men and women.

. To eliminate the exploitation by moneylenders.

. To create opportunities of self employment for the vast un-utilized and

under-utilized manpower resource.

. To bring the disadvantaged people within the fold of an organizational
format which they can understand and in which they can operate and

find political and economic strength through mutual support.

. To help poor men and women achieve individual and collective self-

reliance.

. To reverse the age-old vicious circle of “Low income, low savings, low

investment, low income” into and expanding system of “Low income,
credit, investment, more income, more credit, more investment, more

income”.
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4.3 Some unique features of Grameen Bank

There arc some special features of Grameen Bank which have made it
distinct from other banks, NGOs and similar organization. Salient

features of the programs are (Rahman, 1994);

. Any person whose family owns less than 0.50 hectares of cultivable

land, and the value of all the family assets together does not exceed the
market value of one-acre of cultivable land in the area, is eligible to take

loan for any income generating activity.

. To get the loan a person must form a group of 5 persons. Hie group is
rigidly tested by bank staff They undergo informal training for
familiarization of bank’s rule and discipline. TTiey are also taught to put

their signature. Each group elects its own chairman and secretary.

. Several groups function together under a framework of a center, which is

formed by a maximum of 10 groups. Each center elects a Center Chief
. Each center holds weekly meetings at a convenient place in the village.

Bank staff conducts most of the bank transactions in these weekly

meetings.

. Groups are formed, either of male members or of female members

separately.

Loans are given to individual or to group of members for joint ventures.

Loans are given at 20% interest rate and have to be paid in weekly

installments.
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8. Every member deposits two taka per week in group fund account as
saving, A group tax of 5% of the loan amount is also deposited in this
account, Iliis fund is operated by the group. In addition members in a
center create another fund called emergency fund - basically and

insurance fund.

9. All bank staff in a branch is expected to live in the villages of their
operation. Both male and female branch workers cover several villages

and have to walk several miles between places.

10.Borrowers need not come to the bank office. Bank employees attend the

center Meeting in the villages of the borrowers. All banking transactions

take place there once a week.
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4.4 Organization Structure of Grameen Bank

The organization structure of Grameen Bank has a narrow span, or in
other words, it has a tall structure rather than wide span. Decentralized
management is practiced all over its operation. GB operations are headed
by the Managing Director, who is the chief executive of the bank. It has
6 (six) levels of management. The 1983 Grameen Bank ordinance
stipulates a board of governors composed of the chairman, the managing
director, and nine other members - five appointed by the borrower-
shareholders. The 1986 amendment of the ordinance provides for 13
members of the board, of which 9 are to be selected from the borrower-
shareholders. The board approves the policies of the bank and serves as
the link between the bank, the Ministry of Finance, and other
government organizations (Hossain, 1988). The Deputy Managing
Director, two General Managers and three Deputy General Managers
work under the Managing Director of Grameen Bank. One Deputy
General manager reports to the Deputy Majiaging Director while four
Deputy General Managers report to the General Managers. Hie Deputy
General Managers supervise and control the activities of Account,
Administration, Establishment, International Program, Monitoring and
Evaluation, Services, Audit Departments and the MD’s Secretariat It
may be noted that the Training, Technology and Development and
Construction Sections are under the General Managers instead of any

Deputy Genera! Manager.
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During the early days of GB, there were only the head oflice aiid the
branch offices. The zone offices were crated with the increase in the
number of branch offices and expansion of the bank in a number of
districts. When the number of branch offices grew beyond the capacity
of a zone olTice to supervise, the area offices were created. As the
number of branches increases, the zone grows horizontally, and when it

reaches a critical size a new zone is created.

As the bank expands rapidly, management functions and decision
making powers are gradually delegated to lower levels. When the zone
offices were established, most of the functions of the head otTjce were
assigned to zone offices. The zone ofTices delegated the power of
account supervision and loan approval to the area offices. At the initial
stage, social development programs were initially locatcd at the head
office, but authority for these was soon transferred to zone offices. This
horizontal growth and decentralization of power eventually made the
head office a secretariat or information clearinghouse. Ultimately it
retains functions such as monitoring and evaluation, research and
development, supervision of training, and similar activities that benefit

from access to information from different operational areas (Fugelsang,

Chandler, 1987).

Policies are formulated and changed through meetings of the managing
director with the heads of various departments located in the head ofTice

and with zone managers. The managing director meets with the zone
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managers twice a year to exchange experiences and discuss issues for
further development of the bank. The meetings continue for up to three
days. The branch managers are encouraged to implement their ideas in
the field. They are further inspired to pass their successful experiences
on to higher levels for testing and development and ultimately for

replication in other fields. When the borrowers’ representatives attend
workshops for an exchange of views among themselves and with higher
bank officials, innovative ideas are taken from them, too. llie managing

director spends a substantial part of the time travelling in the field to

maintain contact with the borrowers and staff of the branch otTices.

GB is a highly decentralized organization. It is organized on the
principle of having circles within circle. The biggest circle is the head
office, the smallest being the group (Rahman, 1986). A brief description

of the center, branch, area, zone and the head office is given below:

The Center

A center is comprised of 30 to 40 borrower members. Each member is,
In turn, a member of a five person group. Hence, each center is
comprised of six to eight groups. Each group is comprised of five
individuals and has a secretary and a chairperson. Fivery centcr has a

center chief and deputy chief.
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Initially, group formation was only in response to a public information
session held by the local branch manager. However, as the information
about Grameen Bank spreads throughout rural Bangladesh, women/men
often form groups independently and approach the branch manager to
become members of Grameen Bank. The next step is for potential
members to undergo membership training, which lasts for seven
consecutive days. This training includes learning about the rules and
regulations of the Grameen Bank, the sixteen decisions, issues in the
social development program and learning to sign one’s name. During
training, the group elects a chairperson and a secretary. At the end of this
period, the branch manager tests the new members (demonstration of
their signatures plus an oral examination) to determine their knowledge
of the training course subjects. If all of them pass, the group is given
provisional recognition. If members do not pass then a further period of
training will be required. Formal recognition of all group members is
only given to the group following a visit by the bank worker to all the
houses of tlie new members. The purpose of this is to verity whether all
new members really qualify according to the Grameen Bank’s rules and

regulations, especially regarding their economic status.

The Branch

In the Grameen Bank system, the branch is, like the center, a core
element. From the managerial side, the branch is the basis for all
activities since the growth and expansion of the Grameen Bank is
horizontal rather than a vertical one. Branch offices arc always the first

level of activity in an area. As the level of activity grows in a region,
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branches are expanded horizontally until they are of sufficient number to

justify the establishment of a zonal office.

The branch consists of a branch manager, one senior assistant and seven
Bank Workers. Trainee officers may be assigned to established branches.
Ninety percent of the bank staff work at this level. Each branch
supervises 50 to 60 centers within walking distance from the branch. The
bank workers used to walk to the centers but now a days most male staff

use bicycles.

The branch office is where the credit program is planned and managed.
All loan applications are processed by this ofTice for approval by the
area staff. Extensive records are also kept at the branch of loan
disbursements and repayments, group and individual savings, the group

fund , the emergency fund and the children’s welfare fund (S. Pal, 1994).

Branch staff work six days a week. For five of those days, loan
disbursements are made and center meetings are held. Loan repayments
and approvals for new loans are made at center meetings. Center
meetings are generally held in the mornings although this may vary.
Bank assistants/workers note members’ deposits and loan repayments in
their individual passbooks as well as on separate record sheets and log
the same information in central ledger books at the branch office upon

their return. The branch manager must verify and ensure that all
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information is corrcct. It is the job of the senior bank assistant or
accountant to double check, that the money collected and disbursed

corresponds to the amounts noted in the records and to ensure that the
balance is deposited in a local branch of a chartered bank every day.
Furthennore, bank workers/assistants must verify that loan funds are

being properly utilized.

Branch managers must produce weekly, fortnighlly and quarterly

statements, which are sent to the area and zonal offices, in addition, a
daily statement is also prepared which is forwarded directly lo the
monitoring and evaluation department at Grameen Bank’s head office in

Dhaka.

The Area

About ten branch offices are supervised by an area office. The Area
Manager is a senior officer who has formerly been a branch majiager. 1le
Is authorized to make the decisions in his area, but he can also consult

the zonal Manager.

In an area office there are also program officers and staff who control
accounts and statistics before forwarding the figure to the zonal office at

the Area Manager’s monthly meeting.
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The Zone

The GB zonal offices correspond with the districts of Bangladesh. They
are situated in the district proper. Most of the zonal offices arc

computerized and have one motor vehicle each.

The zonal manager has a staff of around 20 people. Some of them are

trainee officers and some are program assistants.

The zonal managers meet twice a year to discuss problems and share

common experiences.

The Head Office

TTie head office, located in Dhaka, basically maintains liaison with the
government and provides feedback to lower level offices. It is also
responsible for supervising the training of bank staff and for research

and development activities.

The daily management of GB is the responsibility of the Managing
Director supported by some staff GB is decentralized but the 110 gets
the financial statements from all branch offices every month

(Brittaotofesson, 1993). The HO does ali accounting.
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4.5 The credit delivery model of Grameen Bank

The Grameen Bank has integrated group organization with credit
delivery to assist the rural poor. Individuals lake the first step in the
banking process by organizing themselves into groups of five. Men and
women form separate groups in accordance with the sociocultural norms
of rural Bangladesh. Membership in a particular group is strictly limited
to people who do not own more than half an acre of land, arc not
members of the same household, have similar economic resources and,
therefore, equal bargaining strength, enjoy mutual trust and confidence,

and live in the same village a (Khandaker, Khaily, Khan, 1996).

Each group elects a chairperson, who is responsible for the discipline of
group members, and a secretary. Both hold office for one year. F-ach
group member must have a chance to be elected before office-holders
can be reelected. Members have weekly meetings where they practice,
learn and discuss the rules of the Grameen Bank and other group

activities (Khandker, Khaily, Khan, 1996).

Two to three weeks after the formation of groups, during which all group
members make small savings deposits of Tk.2 per week per member and
are trained by Grameen Bank employees, credit is issued to individual

group members if they conform to the discipline of Grameen Bank.
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Initially, two members of a group gel credit. Then they are observed for
one or two months. If they pay their weekly installments and maintain
group discipline, new loans are given to the next two members. The
group leader is customarily the last to receive credit. Tlie loans extended
by GB are small (about Tk.2000 to 5000 with an upper limit of
Tk. 10,000) and must be repaid in equal weekly installments over one
year. If any member defaults, the whole group becomes ineligible to
receive any additional loans form GB. This rule compels group members
to pressure one another to keep up with regular payments (Khandker,
Khaily, Khan, 19%).

The loans are given for activities identified and selected by each
member, and members are expected to guide one another. Selections are
discussed at group meetings and at meetings of centers, which are
typically composed of five to eight groups and led by an eleclcd ccntcr
chair person and secretary. Each center is assisted by a Grameen Bank
employee. The group chooses meeting discussions and transactions by
consensus, and every member is required to attend all group and center
meetings. The chairpersons conduct center meetings and enforce
members’ attendance, weekly payments, and discipline. Each chief holds
office for one year and a new chiefis elected every year. Ifa centcr chief
does not follow rules properly, he or she can be replaced by a new chief
Center chiefs and group chairpersons jointly monitor loan utilization on
a daily basis. These elected officeholders are not given any remuneration
for organizing the group and center activities. Loan use is also monitored

at the outset by Grameen Bank staff, which has improved borrower
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performance. Any irregularity is reported at the center meeting, where
group performances are discussed with a Grameen liank employee in
attendance (Khandker, Khaily, Khan, 1996).

Estimation of loan recovery rate

The Grameen Bank estimates its loan recovery rate (LRR) based on the
percentage of overdue (OD) payments in loan outstanding (LO) based on

the following criterion:

LRR=[I-OD2/LO]xIO0

Where OD2 represents payments overdue beyond two vyears. This
formula is used to estimate the loan recovery rate for one-ycar loans but

not for longer-term loans (Khandker, Khaily, Khan, 1996).
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4.6 Types of loans extended by Grameen Bank

Grameen Bank extends different categories of loans to the rural poor. A

brief description of GB loans are given below;

4.6.1 Individual loans

This loan is of small amount ranging from Tk. 2000 to Tk. 10,000. Such
a loan runs over one year. It is supposed to be repaid in 50 weekly
installments and the interest should be paid the two weeks following the

last installment. The rate of interest is 20 percent.

The member decides how much money she/he wants to borrow and
she/he also chooses herself/himself or together with the group how to
invest it. The only GB constraint is that the loan has to be invested, not
consumed, therefore the activity chosen has to be approved by the

bank’s staff before any money is disbursed (Olofesson, 1993).

4.6.2 Collective loans

Loans for joint enterprises are given to centers which have existed for at

least three to four years. The center must show excellent discipline and
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arrange regular meetings where the project is discussed before applying.
These meetings must be held at least three months before the actual start
of the activity. If a center is to carry such an activity, they must leani

how to cooperate and they will need a good leader.

The collective loans usually amount to from Tk.20,000 to Tk. 100,000
but can reach up to Tk.500,000. The loans should nomially be repaid in
one year in weekly installments with the same interest rate as the

individual loans. If nothing else is agreed upon.

Before disbursing a collective loan the Branch Manager should -

check the financial viability or profitability of the project;

see if infrastructure and organizational arrangements exist (this includes

training of personnel);

check the technical basis, i.e., for example, fertility of soil and supply of

inputs.

Before a collective loan is disbursed, it has to be approved by the Zonal
Manager (Olofesson, 1993).
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4.6.3 House loans

A GB member can borrow up to Tk.18,000 for building a tin-roofed
house. A standard house loan amounts to Tk. 10,000, which should be
enough for four concrete columns, a sanitary slab and 26 corrugated iron
roofing sheets. These loans are the most demanded ones among the

members as the terms of the loans are good.

The rate of interest on house loans is 8 percent. A Tk. 10,000 loan is

normally repaid over a period of 10 years.

In order to get a house loan a loan must have been a member for at least
one year. She must have shown regularity in repaying her individual
loan and she must own the land on which the house is to be built. Her
branch must have operating for two years before getting house loajis

(Olofesson, 1993).

The center selects the one who will repay without default, since the

others will not get a house loan themselves if she does not.
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4.6.4 Seasonal loans

4.6.5

As the name indicates, the loan is for seasonal cultivation. Conditions for
its use are very flexible. A member may borrow up to a maximum of
Tk.3000 which is to be repaid at the time of harvest or for a period not
exceeding six months. To maintain discipline however, one or two
percent of the loan capital is paid per week according to the loan’s

capacity.

Seasonal collective loans are also available under similar conditions.

Loan amounts up to Tk.10,000 are available for a group of five and
Tk.45,000 for a center of 30 people wishing to cultivate together. For
collective loans, borrowers may decide if the repayment period is six
months or one year (Fuglesang, Chandler, 1993). h will depend on tlie

loan proposal. Tliese loans tend to protect the general loan and to keep

members from reverting to the money lender.

The family loan

This loan is another innovation of importance. Tlie loan is taken by the
family as a whole through the woman who is the legal recipient and pays
the installments over one year. The upper limit is Tk.30,000. Generally,
such loans will range between Tk. 10,000 to Tic. 15000. To qualify, the
recipient must be at least a four-time loanee of good standing
recommended by the center members who also propose the distribution

of the loan within the family. For instance, a loan of Tk. 14,000 may be

56



Dhaka University Institutional Repository

distributed with Tk.6000 on the husband for a rickshaw and Tk.8000 on
the wife for a milch cow. It may involve the adult children as well

(Fuglesang, Chandler, 1993).

4.6.6 Other loans

GB extends loans on other sectors as deemed necessary. For instance,
beneficiaries of Madhabpur Singair branch take loan for cow fattening
so that they can sell the cows before the Eid- ul- Azha (religious festival
for Muslims on which ‘halaP beasts are slaughtered by the name of
Allah, the God in Islam). Iliis loan is popular in the area because of its
proximity to Gabtali, where the biggest market of ‘halaP (the food which
Is not forbidden by Islam) beasts stands. The beneficiaries of this area
buy cows with the loan amount, raise them up and sell at Gabtali before
Eid-ul-Azha at profit. Quite a large number of beneficiaries of Kapasia
branch were seen to take loans for frying ‘muri’(flattened dry rice) as it
is available and of high demand in the area. They also go for buying
scooters or rickshaws in Kapasia as these services can make money in

the area.

The following table shows the top 25 items (in order of amount
disbursed) for which all (both male and female) members took loan

during]997 (January-December):
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Name of items

Milch cow

Cow rattening

Paddy cultivation
Paddy husking
Groccry shop
Rices/Paddy

Land lease

Boro-irri cultivation
Seasonal agricultural products
Bullock

Bamboo works

Land cultivation
Vegetables cultivation
Vegetables

Rabi crop cultivation
Cloths

Poultiy raising

Potato cultivation
Stationery shop
Pisciculture

Betel leaf cultivation
Fertilizer (for cultivation)
Rickshaw

Cioat

Banana cultivation

Total

Number of loans

40136

336759

302400

264696

133827

132080

104954

132493

70188

69695

57017

63555

47628

45074

58712

35428

78424

45053

38161

34565

30612

41927

30099

55024

26147

2638654

Source: Annual Report, Graniecn Bank, 1997

Amount of loans
2541331673
164437%9()
1337638222
1251815184
752104479
682192872
611233254
450262260
41378403<)
392800585
325037188
321147093
293203032
229187150
224031300
21694296X
195049075
186993500
184700480
179185036
173194332
147705501
147238110
145585922
141532900

13188275845
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4.7 Funds created by Grameen Bank and rate of interest on

loans

Grameen Bank shows concern about the poor people’s improving
lifestyle and, at the same lime, ensuring some flnaticinl security hy

arranging different types of funds. lollovving are some ol the fund

saving schemes for specific functions.

Croup fund: During the early days of C?B operation, every group
member had to deposit one taka each week as personal saving. Presently
every group member saves Tk.2 every week. From January 2{)00,
weekly personal saving will be Fk5 per group member. Tliis is
accumulated in an account called, The Group Fund Account. Ihe
account is managed by the group of five on a consensus basis. Over and
above this, the members pay a group tax for enjoying the financial
services coming to them through the group. When a group member
receives a loan fonn the bank, this obligatory deduction is made at the
rate of 5% of the loan amount. |1’ he group tax is also deposited in the
Group Fund Account. TTie rule is that individual members do not have
any claim to the group tax. It is relinquished to the group and belongs to
all members (Fuglesang, Chandler, 1993). If a member leaves a group,
she or he is entitled to withdraw only the personal weekly savings which
have accumulated in the group fund. When a newly formed group is

officially recognized, all members sign a declaration to that effect.
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Emcrgency Fund: Another fund callcd the Emergency Fund was
created as insurance against death, default, disability and other accidents,
Each member is obliged to pay a sum of 25 percent of the interest
charged on her loan. If a member dies, her family can get financial help
form this fund to repay her loan. The amount it receives depends on the
length of membership (Brittaotofesson, 1993). The Emergency Fund is
likely to have helped GB to keep its excellent repayment rate. ITie
interest earned on this fund is 85 percent. It is mandatory that a
borrower pay a fee of Tk.5 per thousand for loans in excess of fk. 1000.
The emergency fund also offers protection against thefl mid loss or
damage to livestock or crops. It is also meant as a reserve for quick

access in case of major crises such as cyclones, flood or drought

(Fuglesang, Chandler, 1993).

Special Savings Fund: Grameen Bank offers the members an
opportunity to move on from individual loans to joint enterprises. While
group and emergency savings are mandatory, tlie special savings are
voluntary and operate at the center level. Depending on what a center
decides, the special savings contribution may vary from one to five taka
per member per week. The special savings fund, also called the Center
Fund, is used for other collective purposes as well. Often the fund will
be a source for constructing a center house, or for meeting other
expenses connected witli it, such as iron sheets for roofing, furniture,

mats, and a signboard (Fuglesang, Chandler, 1993).
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Children’s Welfare Fund; Recognizing that the future of the centers
and the bank as a whole is one, staff and members are turning their
attention to the welfare of members’ children. This fund becomes
mandatory when a loanee takes her second loan. Members contribute
one taka per week. The money is used for building or making
arrangements for a modest school room, which usually functions as the
center house, too. The fund is also used for paying a teacher or

purchasing schoolbooks (Fuglesang, Chandler, 1993).

Individual savings Deposits: In addition to the various collective
savings schemes, the bank is encouraging members to build their
economic strength by keeping extra income in personal savings
accounts. The absolute number of deposits and the amounts are expected
to increase as members achieve a satisfactory level of consumption and
see themselves served by accumulating something for the future

(Fuglesang, Chandler, 1993).

Rate of interest: Grameen Bank adopts the rate of interest set in the
official money market currently charging 20% per annum for its loans
and paying 8.5% to members on all the above-mentioned funds,

including personal deposits (Fuglesang, Chandler, 1993).
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5. MONITORING AND CONTROL SYSTEM

Grameen Bank has been sticking lo a loan recovery rale of about 98%
since its inception. Although there are numerous factors contributing to
this excellent recovery rate of GB, the role of monitoring and control
system in maintaining such a steady and high recovery rate can not be
overemphasized. Hie terms monitoring and evaluation are often used
together. Monitoring and evaluation functions are related but distinct at
the same time. GB has a dual vision. It sees itself as a poverty alleviation
organization, but it is also concerned with its commercial viability as a
bank (Holcomb, 1995). Planning can not work alone successfully
without any control system. Some standards of perfomiancc will have to
be established for measuring performance. GB has a dilTuscd and

decentralized planning and control and information system

Monitoring:

Monitoring is a process that collects data to measure an organization’s
actual achievement of its stated taigets (Grameen Trust, 1997). Without
any good monitoring system an organization can not measure its succe.ss
in terms of goals achieved. Monitoring assesses whether project inputs
are being delivered, are being used as intended, and are having the initial
effect intended, and as planned. Monitoring is an internal project
activity, an essential part of good management practice and therefore an
integral part of day to day management (Casley and Lury, 1987). This
term refers usually to the timely gathering of information and
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measurement of indicators of project inputs, outputs anti activities
undertaken during projects implementation. It is primarily a means Tor
project management to improve implementation through the
identification of both problems and their corrective measures (Ng and
Lethem, 1983). fherefore, an elTeclive management system needs an
equally effective monitoring system to get things done as intended. The

above elements indicate that monitoring is not concerned only about the

outputs but also how the inputs are delivered and used. In the early years
of project implementation the emphasis will be on monitoring the
physical and financial progress and the delivery of the inputs to the
intended recipients. Tha main source for this aspect of monitoring is
properly organized project records. The other concern of management, at
this stage, is the use to which these inputs arc put and the reaction of the
recipients. Adoption rates, and more important, repeat adoption rates
give management a strong inference whether the project is succeeding or
not. Information on the recipients’ attitudes and perceptions is important
in order to explain any departure in response behavior that postulated in
the project design. Such unpredicted behavior may deteniiine the success

or failure of the project (Casley and lAiry, 1987).

The information needed for monitoring of project implementation does
not require complex data systems. A monitoring system exists even if it
is merely a subjective accumulation of impressions by project siaif Ihe
goal is to make the data collection as objective as possible, and to
ensure, above all, that the means exist for fast collection, summarization
and presentation of the information to the decision-makers. lhe need for
recording of progress by project stalT together with their subiective

Impressions is not replaced by the existence of a monitoring unit -
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rather, such reporting is an essential source for the system. Focus on
output measurements must not, however, be at the expense of
monitoring the input delivery system. The measurement of outputs is
more properly a function of evaluation, for identifying trends is not an
easy task in view of the exogenous influences at work, and is often
impossible without and extended time-series over many years (Casley

and Lury, 1987).

In order to ensure a successful monitoring system there should be the
provision of regular, timely, decision-oriented information to the project
management. ITiis can be achieved if the neccssary staff arc in place
early, cire seen as part of the management team, and arc given guidance

on the priority information needs of management.

Evaluation;

Evaluation, which is often used with the term monitoring, aims at
determining whether the project objectives set in terms of expected
outputs, effects and impact are being, or will be, met. This can be
achieved if the necessary staff are in place early, are seen as part of the
management team, and are given guidance on the priority infonnation
needs of management. Evaluation is the collection of information and
analysis of the effects and impact of project objectives in order to
measure the results of the project according to criteria such as efficiency,
effectiveness and equity. Evaluation may be carried out either during

iImplementation (ongoing evaluation), or after the completion of the
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project (ex-post evaluation). It may be used to both improve project
performance during implementation and to plan fuUirc projects and

programs (Ng and Lethem, 1983).

After management is satisfied that the delivery system is working, it
should shift its attention to the outputs generated, such as, whether they
are materializing according to expectation. The function of evaluation
starts at that stage. An evaluation system requires the development of a
series of data commencing before the project is implemented and
continuing well past the completion of the implementation period.
Unlike a monitoring system with its emphasis on rapid assessment, an
evaluation system requires a longer time span before even tentative
solutions can be drawn (Casley and Lury, 1987). Monitoring and
evaluation are complementary activities which draw frequently on the
same data (Ng and Lethem, 5987). So, it is often difficult to draw a clear
distinction between the two. Evaluation may be carried out either during
implementation (ongoing evaluation), or after the completion of the
project (ex-post evaluation). It may be used to both improve project
performance during implementation and to plan future projects and

programs (Ng and Lethem, 1983).
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Control;

Tlie Advanced Learner’s Dictionary of Current English defines control
as 'means of regulating, restraining, keeping in order; check;’. In
management, controlling is considered as one of its functions. The
managerial function of controlling is the measurement and correction of
performance in order to make sure that enterprise objectives and the
plans devised to attain them are being accomplished (Koontz, Weihrich,
1993). The basic control process involves three steps, i.e., (I)
establishing standards, (ii) measuring performance against these
standards, and (iii) correcting variations from standards and plans. The
functions of planning and controlling are closely related. Establishing
standard is a task of planning, the second and third steps are included in
controlling functions. The function of control should conform to the goal
of the organization, determination of which is a planning function.
Organizational control can be defined as the regulation of organizational
activity in such a way as to facilitate goal attainment (Griffin, 1987).
Controlling function significantly facilitate the acquiring, using and
transforming the resources/materials. Control is the managerial skill that
helps ensure effective acquisition and use of the enterprise resources and
achievement of its objectives (Glueck, 1980). The focus of
organizational control can be on almost any organizational activity or set
of activities. One useful way to classify it is in financial, physical,

human, and information resources (Griffin, 1887).
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5.1 MONITORING SYSTEM OF GRAMEKN BANK

Grameen Bank maintains a strict and systematic monitoring system. Its
monitoring system is active basically in two levels, namely, branch level

and head office level.

Branch level monitoring:

Tlie tliree steps involved in operating the computer system at the branch

level are as follows:

. Collection and input of data.
. Updating and processing.

. Report writing.

First, the field operation data is collected, then these are updated and
processed at the branch office using its computer system and finally,

reports are written on weekly branch and staff Work Progress Reports

(WPR) and monthly staff work progress reports.

Similarly, financial operation data, loan proposal form and collcction

sheet are collected at the field level and these are used for writing reports
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like Monthly Branch WPR at the branch office and distributed to area

office and head office.

For quality control of work and chccking reliability of data, the Branch
Manager or Senior Assistant conducts re interviews at the field, results
are computerized at the branch to ensure accuracy and finally, accuracy
of financial statements are compared with bank statements. Tlic area

office staff or Branch conducts group recognition test and a similar

process is followed.

Collection and input of data

Two types of data, namely field operation data and financial operation

data are collectcd and used as input into the computer system.

Field operation data; Members have to progress through various stages
of becoming official members recognized in groups and centers. Field
operation data is used for monitoring eligible/potential new members.
Data on field operations is mainly sourced from the means test form and
supplemented by relevant information on the other activities of field
staff. After a field test form is completed, selected items of information
are input into the computer. The items are consisted of (i) serial number,
(i) identification information, i.e., name, gender, address, age, member
number, (iii) date of interview conducted by the Branch Manager or

senior Trust Assistant and its positive or negative outcome.
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b) Financial operation data; Financial situation of the branch is monitored
by financial data, which is consisted of information about disbursement
and repayment. Data on loan disbursement is sourced from loan proposal
forms once they are approved and data on repayment is sourccd from the
coilcction sheet. The items consist of (i) loan approval and disbursement;
more specifically, items entered are loan amount, proposed activity,
disbursement date and number of members; (ii) repayment. The
collection sheet is continuously updated with information about new
disbursements, repayments already made, repayments due, compulsory

savings, the special ccnter savings fund and arrears.

Updating and processing

After collection of field operation data and financial operation data,
these are updated and processed. How field operation data and financial

operation data are updated and processed is described below.

Updating and processing of field operation data:

Every group of a Grameen center consists of five people. First the
information for five means test form is installed into the computer, then
the system reserves it as a new temporary group until the people
concerned complete their compulsory™ group training and appear in the
Group Recognition Test. The result is entered into the system and if the

group concerned passes, it is automatically registered as a new group of
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a given centcr. Relevant information from activities and events like

motivation work, members’ dropping out is continuously updated.

Updating and processing of flnancial operation data;

The Trust Assistant gets the collection sheet generated and printed by the
computer system every week. Tlie Trust Assistant goes to the center
meeting, where the details of repayment and disbursement are recorded
on the collection sheet. Then he will return to the o(Tice and present the
collection sheet to the Branch Manager with the total money collected.
The Branch Manager checks the cash total against recorded total, he
recognizes the collection sheet for the first time with his signature only
after he is satisfied that these totals are equal. After that the Trust
Assistant transfers the details of the collection sheet into the weekly
Repayment and Disbursement Book, fie/she uses the receipt from the
bzink to check against the total recorded on the collection sheet after the
Branch Manner has deposited the total money for each center in the
bank. When the Branch Manager finds everything in order, he/shc
attaches the bank receipt to the collection sheet, validates it with his/her

signature and sends it to the computer for updating the system.
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Report Writing:

Eivery branch prepares and maintains Work Progress Report (WPR) and
Cumulative Consolidated Statements (CCS). The nature of each is

described below:

WPR (Work Progress Report): It is a report consisting of both
statistical and narrative information which measures the work progress
performance of a particular unit like staff member, branch, area or
orgcinization for a certain period, i.e, weekly and monthly WPR arc

produced for the branch and individual staff members.

The process of recruiting new members, amount and number of loans
disbursed and financial information are included in the statistical section.
This section is designed to compare targets, actual achievement and
percentage of targets achieved for a specific period. A written

explanation of the statistical information with details about the lwation
of work activities, reasons for under or over achievement, technical

Issues and new strategies is contained in the nanative section.

Head Office Level Monitoring:

The head office receives WPRs (Work Progress Reports) and CCSs
(Cumulative Consolidated Statements) form all branches and compile
them into global reports covering all branches and areas using

computers. Therefore, HO level monitoring involves - (i) collection, (ii)
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data input, and (iii) report writing. Tlie following table shows the three

stages of monitoring at the head office:

Head office level monitoring in three stages

Collection of Data Data Input Report Writing

Branch CCS Head OfTice Head Office CCS

Branch WPR Check accuracy ofdata  Distributed for:
-Management
information for decision
making

-Financial monitoring
-Future j*anning

Collection of data from branch offices

How data will be transferred from the branch office to the head office
depends on the communication facilities available to the Branch
Manager. However, usually data is sent by posting computer disks or
hard copies if computer facility is available at the branch. In the absencc

of computerized system, the data are couriered or mailed.

Data Input

In fact, the Cumulative Consolidated Statements (CC’s) and Work

Progress Reports (WPR’s) are sent from branch offices to the head office

computer system as monitoring reports. The process includes;
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- Relevant items from the Branch Manager’s WPRs and CCSs are

extracted by the monitoring unit.
- Data is checked for reliability against bank statements and other sources.

- Relevant data is input by the operator branch by branch until finished.

- WPRs and CCSs are printed for head office use.

Report writing

The head office produces Work Progress Reports (WPRs) and
Cumulative Consolidated Statements (CCSs) on monthly, quarterly, half
yearly and yearly basis for the Deputy Director of the Loans Division

who analyzes and evaluates the reports and takes necessary actions. The
WPRs produced at the head office are the same as that of produced at the
branch and area offices except for their independent compilation and

areas of coverage.

Area of coverage for head office WPRs includes;
- Each area and total for the organization

- Each branch and total for the area
Area of coverage for head office CCSs includes:

- Each area and total for the organization
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Branch and area office level monitoring

The role of the area office and branch office is to measure work output
from branches, compare actual achievement with targets and supervise

the implementation of the organization’s rules. Usually the branch and

area offices do not enjoy computer facilities.
The fimctions of monitoring at the area and branch level,

. Monitoring the achievements of individual staff and the branch as a

whole,

. Administering and supervising the flow of information from staff to
branch manager and from branch office to area office Recording
performance and adjust targets accordingly and ensuring that rules and

regulations are strictly practiced.

. Providing feedback to staff specially at the branch level and serving as a

warning mechanism.

. Help prevent and solve problems encountered during the implementation

of those processes.
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The monitoring Process

Three types of monitoring are practiccd, namely:
1 Work Progress Reports and Cumulative Consolidated Statements

2. Surprise field visits

3. Workshops.

The Monitoring Process at the Branch and Area Office

The following diagram shows the monitoring process at the branch and

area office:

Monitoring process at the branch and area office

Meeting to discuss  Unit Type of monitoring

monitoring reports

Branch Manager’s monthly Area Office Quarterly and  monthly

meeting WPRs and CCSs; surprise
field visits, workshops

Monthly staff surprise field Branch office Monthly WPRs and CCSs;

meeting

Weekly staff field visits Staff members Weekly WPRs; Surprise

and meeting workshops
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The above diagram indicates that the weekly achievement of targets for
field workers is recorded in weekly work progress reports, supervised in
weekly field visits and discussed at weekly stalT meetings at the branch
level. Four weekly work progress reports are compiled into one monthly
work progress report and a copy of this report and a cumulative
consolidated statement are sent to Head Office and Area Oillce every

month.

Monitoring Work Progress at the Area Level

The area office checks the monthly progress reports from each branch
before an area wide report is prepared. The data is checked against
photocopies of the branch’s weekly repayment and disbursement book, a

CCS generated by the branch’s computer and a bank statement

Monthly work progress report

Weekly Bank CCS Field Visits
Repayment Statement

Disbursement

Book
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At the Branch Manager’s monthly tneeting in Ihc Area onicc, the
monthly work progress reports concentrate on achievements (or the past
month and targets tor the next month. The monthly work progress report
Is the main source of communication between the Branch Olfke and
management at Area OtTice and Head OtTice. The Branch Manager
prepares it and sends to the Area Office and Head Office by the 5 of

each month.

Work Progress Report

Work progress reports are recorded on standardized forms for
monitoring the performance of different units of operation like
individual staff members, branches, areas or organizations and can cover
different periods of time, i.e., weekly, monthly, quarterly, half yearly and
annually. The work progress report consists of two parts, a statistical

report and a narrative report. The Work Progress Reports arc spccillcally

designed to measure the achievement of targets set by planning.

Statistical Report: This section consists of a standardized format of 24
items each listed in terms of its target, actual achievement and
percentage of target achieved. This enables users to detect strengths and

weaknesses quickly so effective action can be taken.
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Narrative Report; The narrative report is a written explanation of
statistical inrormation with details about the location of work activities,

explanations of under and over achievement, technical issues, problems

cncountercd and new strategies engaged.

Tlie work progress report pertbmis the following functions;

Highlighting the performance of the branch for comparing it with
weekly plans, monthly plans, quarterly plans and annual plans and

identifying important issues as itemized in the work progress report.

Highlighting mdividual staff performance compared to weekly and

monthly targets.

Reporting any problems or issues that have arisen, tlie status of the

situation and what action has been taken.
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The format of a Work Progress Report (statistical section) is given

below;

Operation Unit; (Staff member, branch, area, and organization)
Time Period; (Weekly, monthly, quarterly, half yearly, annually)

Targets Actual percentage (irade

. Means I'csts (M3)

2. Reintcrview (TS)

3. Pass Reintcrview (LTS)
I. Motivation Work (UPS)
2. Members/Group formation (PKA)
3. Recognized Members

4. Groups Formed

5. Number of Drop Outs

6. Net Number of Members
7. Scheme 1 L.oans
Number of T' loans
Amount of T* loans

Number of 2** loans
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Amount of 2% loans
Number of 3** loans
Amount of 3" loans
Number of #¥“loans
Amount of 4 loans

8. Scheme 2 Loans

9. Scheme 3 Loans

10. Education Loans

11 Housing l.oans

12. Total number of loans
Total amount of loans

13. Repayment of loans
14. Cumulative balance of outstanding
15. Project supervision

16. Group Fund Savings
17. Administrative Charge
18. Operating Costs

19. Profil/Loss (20-21)

20. Cumulative Arrears
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21. Default Rate (23/17x100)

A= good, within +or- 10% of target

satisfactory, within + or - 20% of target

C= unacceptable, more than + or - 20% of target

% Actual for item 24 (100 -- Actual = %)

Grade for item 24, 98% and > A, 95% - 98% - B and 9%5% = C
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Cumulative Consolidated Statement

A Cumulative Consolidated Statement is a cumulative financial report

and its function is to provide a cumulative update that allows
management to evaluate the cumulative progress of each unit, i.e.,
branch, area or organization, fi'om its first day operation until the present

day.

The CCS have a standardized format as shown below:

1. Cumulative amount disbursed to date

2. Cumulative number of loans disbursed to date

3. Cumulative amount repaid to date

4. Cumulative balance outstanding to date
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5. Cumulative arrears to date

(Amount due but not paid)
6. Default rate

(Cumulative arrears/cumulative balance outstanding x 100)

7. Total savings

8. Total net number of members (male/female)

9, Total number of groups

10. Total number of branches
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Surprise Field Visits

Surprise field visits are meant to check the field work of the Trust
Assistants to ensure that tliey are following rules and regulations.

Routine visits have to be made to center meetings and individual projects
to monitor the quality of Trust Assistants’ work with special attention
paid to problem centcrs and centers having special activities. An

important part of this type of monitoring is to ensure that only the
hardcore poor enter the program. This is done by conducting re-
intcrviews for all potential eligible members who have passed a means
test and allowing only the Branch Manager or Assistant Branch
Managers to conduct them. It is also important for all group recognition

tests to be conducted only by Area Office Staff or the Branch Manager.

Workshops; The [Irust Assistants, Branch Offices and Area Officc

conduct workshops.

Functions of the Trust Assistant, Branch Office and Area Office in this

respect are given below:
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Trust Assistant

Individual staff have to encourage two or tliree neighboring centers to
attend workshop on motivation. In this meeting members will have a

chance to share their experiences, discuss their problems and develop
strategics to increase their income. A trust Assistant is expected to

conduct on average one workshop every two months.

Branch Office

'Fhe branch office organizes workshops for group chairpersons
emphasizing on the period immediately at\er the annual election of new
group chairpersons. The role and responsibilities of a group chairperson
are discussed in the workshops. Sometimes the branch invites
government agencies, such as the Veterinary Department, Agriculture

Department or Health Department to exchange information to members.

Area Office

The area office arranges workshops for Center Chiefs and the Members’
Representative Board. A program is formulated for addressing relevant

issues and constructive resolutions that benefit members.
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5.2 Monitoring and control system of the selected

branches (Kapasia and Madhabpur-Singair)

5.2.1 Branch level program monitoring

The officers of Grameen Bank regularly monitor the activities of'
beneficiaries, particularly in respcct of how they utilize loans. J'>ery
branch monitors and controls the loan-repaynient and utilization
activities of a number of centers, livery center has eight groups having

five members in each of them. Usually the organi/ation structure of a

GB branch takes the following structure:

Organization structure of GB branch

Branch Manager
r

Ortlcer/Second

Signatory

FIELDSTAF FIELDSTAFF FIELDSTAFF FIBLDSI’AF

Officer Senior Assistant (selection grade) Senior Assistant Center Manager Center Manager Center Manager
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Beneficiaries have to visit the branch of Grameen IMank for receiving
loans. The branch manager himself/herself supervises the loan
disbursement activities. While giving loan-installments to benenciaries,

the Branch Manager asks several questions like;
How much tax they have to pay.
How much remains after that.

How they will utilize the loan for income earning purposes, etc.

5,2.2 Center Meetings

Every morning center meetings are held in which beneficiaries repay
loan installments with interest to the bank officers. The Branch
Managers personally attend the meetings along with other bank ofTicers
like center managers. The beneficiaries have to maintain discipline in the

meeting. They have to recite 16 decisions and also salute the (JB stafl'

Two types of financial activities are performed by Grameen Bank in
such meetings, e.g., advancement of loans and collection of installments.
If any members show irregularity in paying their weekly installments,
they are given warning. Different categories of loans are disbursed in

such meetings as - general loan, housing loan, seasonal loan etc.
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523 Weekly Field Visits

Etvcry Tuesday the branch manager and other bank ofTiccrs visit
beneficiaries’ houses in order to find out how they are utilizing the GB
loans. This weekly visit is considered as an effective means for ensuring
good monitoring. Unless effective loan utilization can be en.surcd, (jB
can not expect regular repayment from the beneficiaries. Therefore, mere
attendance at center meetings and installment collection are not enough.
Usually such weekly visits take place in the afternoon. Tlie Branch
Manager personally meet the beneficiaries and asks them questions
regarding loan utilization. He/she also witnesses the project like - cow
rearing, sewing/stitching, rickshaw pulling, orchard gardening etc.
During such visits the Branch Manager also looks into the condition of
beneficiaries” houses and advises them regarding house

keeping/repairing etc.
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5.3 Grameen Bank Kapasia Branch
Profile of Kapasia Branch, Grameen Bank, is given below;
Bstablished in: September 1982 as the 45"’ branch.

Total number of staff 9 (nine)

5.3.1 Organization structure

Branch Manager

Officer/Second
Signatory

Officer Senior Assistant Setection Grade Senior Assistant Center Manager Center Manager Center Manager

Total number of centers; 63 (sixty three)

Total number of beneficiaries: 2125 (twenty one hundred and twenty

five)
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5.3.2 Center level monitoring flow chart

Monitoring members by the

centers

1
Weekly reports sent to the

area office

Weekly reports sent to the

zonal office

Weekly reports sent to the
Head Office
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5.3.3 Description of group/center meeting

Dassunarayanpur, Kapasia

(1) After greeting the GB staff, the beneficiaries sat maintaining discipline.
The GB staff/center manager called the name of all beneficiaries in order
to find out who were absent from the meeting. Me asked the present

beneficiaries whether they knew the reasons of some members'

remaining absent. He then emphasized on the significance of attending

meetings.

Some beneficiaries repaid their loan installments. Fatema, 30, took

Tk.5000 as seasonal loan for fish farming.

Sixty year old beneficiary Shailabala took Tk 14000 as general loan.
Before that, she had taken Tkl2000. Shailabala expressed her wish to

mortgage in land with the loan. She mentioned that her son Arim ains a

store.

Rahima, 50, took Tk. 10000 for cultivating sugar cane and banana.
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(2) After the initial formalities had been over, the second officer advised the
group members to maintain order and discipline. He then advised the
beneficiaries to improve their income earning activities so that larger
amount of loan can be disbursed among them in future. He added that
telephone connection and sets will be given to them in the coming year
1999. He suggested the members to take poultry training and announced

that poultry raising loans will be given to them in future.

One of the members, Marjina, 38, asked why leasing loan had been
stopped. In reply, the second ofTicer reprimanded Marjina for not
repaying the previous leasing loan timely. He referred to a lawsuit,

against a leasing loanee for buying a tempo (scooter having two stroke
engine with three passengers’ seats), an event of accident and snatching

money from the driver etc.

Rahima, 42, took a loan of Tk. 10000. She said she needed about a year
to repay the loan and mentioned that she had already settled Tk.11740.
The GB staff stated that she would not be given any more loan before
repaying the current loan. Rahima confessed that she had built her house
with the loan. She added that she had been repaying her loan from

general/seasonal loans.
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Safura had not been repaying for a month. Her husband was sick with
infection in his leg wound. 7lic GB staff stated that her loan would be

repaid fonn the bank deposits.

Selina was not repaying for her husband had left her for abroad.

Amina, who was absent from the meeting, sent her installment with

someone else.

The second officer threatened the members of stopping loan extension if
two weeks’ installments were given instead of regular weekly
installments. Some members tried to defend themselves by saying that
they had done so as they liad been given chance by Clli itsell. fhe

second officer mildly scolded Nazma, 23, the group leader Ibr the
practice of irregularities in the group. All members were scolded for not
maintaining savings accounts with GB. The GB staff mentioned that

even non-members were maintaining accounts with GB.

Syed Ali, 65, took TkSOOO for IRRI cultivation, lie confessed that he
had lost his pass book. He would get Tk. 7600 excluding tax and others.

384617

Helena, 40, took a loan of ITc.ISOOO for “frying muri (stuffed dry rice)”.
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Sharifa, 30, came to take loan for starting the business of grocer’s shop.
The Branch Manager asked her about her husband’s whereabouts and

earning.

The beneficiaries greeted the bank staff before the meeting ended.

5.3.4 Weekly field-visit on Tuesday

The branch manager and GB staff visit the houses of different
beneficiaries in different villages in order to find out how they are
utilizing their loans. Not only the branch manager inquires of the way of
loan utilization, he also provides with necessary counseling regarding

how the loan could be utilized more appropriately.

In the early winter afternoon, the Branch Manager and other GB staff
visited Anwara’s house. Anwara was 20 years old and she started a

nursery with the GB loan.

Nurunnahar, 20, bought some sewing machines. Besides stitching, she
was rearing cow. She was quite well olT and seemed like not in need of
GB loan.

Nasreen, 20, lived the next door. She bought a rickshaw with the loan.
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Beauty, 20, mortgaged in land.

1lafcza, 45, made cane and bamboo furniture investing the (iB loan. Her

husband was ailing.

Ozufa purchased rickshaw and cow with the loan.

Kholesa asked the GB people to lend her so that she could build herself a

house. Till then she lived in a broken house.

Nazira lived in her shattered house. The branch manager reprimanded

her for this.

Mojida said that she had sent her son to Saudi Arabia.

Farida utilized her seasonal GB loan for a guava orchard. She was yet to
repay some portions of her house building loan. She had built two rooms

spending Tk. 30000.
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5.4 Madhabpur, Singair Branch

Profile of Madhabpur, Singair Branch, Gramcen E"ank, is given below:
Established in: April 1984 as the 95 branch.

Total number of staff; 8 (eight)

5.4.1 Organization structure

Officer/Second
Signatory

Offlcer Senior Assistant Selection Grade Senior Assistant Center Manager Center Manager Center Manager

Total number of centers: 63 (sixty three)

Total number of beneficiaries: 2317 (twenty three hundred and

seventeen)
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5.4.2 Center level monitoring flow chart
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5.4.3 Group meeting

Some Anwara of group 1 was absent. Tlie meeting commcnccd with
attendance calling. The process resembles that of roll-calling of
educational institutions. Here, names, instead of roll # were called. The
center manager asked the members to remain silent and asked them to
write names in tlie attendance register. The center manager also
maintained an attendance register where he put ‘P’ for present, ‘L’ for

late coming, and ‘A’ for absent.

Computer printed collection sheets were used.

The manager asked about the attendance of some “Parishkar Bibi” and
asked Anwara whether Parishkar had purchased the cow. I'he branch
manager asked every member whether her cow had been purchased and

found only three were yet to purchase.

Initially they had received only Tk. 500 whereas they presently got I k.
5000 which the Branch Manager said was due to devaluation of money.
The savings were given back in 10 years. It was proposed to increase the
saving to Tk. five from January 1999. The beneficiaries gladly agreed to

increase savings by Tk. three.

Parishkar Bibi reached the meeting place at 10:35 AM.
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It was mentioned in the meeting that from January loan would have to be

repaid in 46 installments instead of 50 installments.

When asked whether they found the new system good, the beneficiaries

said whatever GB decided was good for them.

The branch manager explained the significance of the pass book of GB.
The branch manager distributed pass books among beneficiaries of all

groups after writing/making entries in them.

The group leaders collected instaliments from all group members and

gave it to the center manager.
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5.5 Two Cases

5.5.1 Nooijahan, 45, had four school-going children. Her husband also
became GB member. But Noorjahan failed to repay her installments as
her husband became sick. They had to spend a lot of money for
Nooijahan’s husband’s treatment. Eventually the couple became
defaulters and the GB members went against advancing any more loans
to them. But the branch manager still believed in their viability as GB
members. Then she was given Tk.I500 from group fund against Tk.33
weekly installments. As Nooijahan remained absent from the meetings,
other members wanted to stop lending her. But the branch manager
decided to give her a loan of Tk.4000 instead of Tk.5000, against weekly
installments of Tk.250, considering the fact of their dual earning. She
utilized the loan properly and repaid in regular installments. Then

Noorjahan’s life was back into shape, again.

5.5.1 Abdul Halim, 35, father of four children and member of Gramecn
Bank, Madhabpur-Singair branch, became insolvent and other members
wanted to give him back his savings. All members rejected the idea of
extending any more loans to Halim. He begged to the branch manager to
let him remain GB member and give him opportunity to repay his loan.
The branch manager suggested that he would be given Ik. 2000 from the
group fund which he would repay in Tk. 40 installments. lhus Halim got
the loan. He worked very hard, waking up very early every moming,
walked 12/13 kilometers to collect the rickshaw from the garage. Halim

would pull the rickshaw for the whole day and returned home with hard-
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earned money walking all the way from the small town. Finally Halim

managed to repay the loan.

Thus the decision of tlie branch manager and loans extended by GB

changed the lives of two distressed members.
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6. Analysis and interpretation

6.1 FREQUENCY OF ALL VARIABLES

Following are tlie frequency tables of alt variables:

Table 6.1.1

Frequency distribution according to the sex of respondents

Sex of Frequency Percentage Cumulative Cumulative
respondents frequency percentage
Male 41 11.6 41 11.6
Female 313 88.4 354 100.00

The above frequency table shows that 11.6% of the respondents are male
and 88.4% female. The male -female ratio, being 41:313, implies that

women get preference in Grameen Bank’s credit extension progra?n.
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Age
22
23
25
27
28
29
30
32
33
34
35
36
38
39
40
42
43
45
48
49

52

Frequency

18

14

45

41
17
20

37

29

41

30

20
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Table 6.1.2

Percentage (‘'umulative fTt!tjucncy
14 5
0.6 7
51 25
17 31
4.0 45
11 49
12.7 94
11.6 135
48 152
56 172
10.5 209
17 215
8,2 244
11 248
11,6 289
8.5 319
0.6 321
5.6 341
2.0 348
14 353
03 354

Frequency distribution of the age of respondents

Cumulalivc pertcniaiic
14
20
71
88
12.7
138
266
381
42 9
48 6
590
60 7
689
70 1
816
90 1
90.7
96.3
98 3
99 7

100 00
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It is evident from the above frequency table that number of members
under 40 years of age is the highest. Out of 354 respondents, 289 are
within the range of 30 years and the percentage is 81.6. Ihirty years old
members are highest in number, i.e., 45 out of 354 respondents, which is
12.7%. GB extends credit to new members assuming that old members

have reached the sustainable stage and need no more loans. Only 0.3%,

or in other word, one beneficiary is 52 years old

Table 6.1.3

Frequency distribution as per marital status

Marital status Frequency Percentage Cumulative Cumulative
frequency percentage
Married 328 92.7 328 92.7
Abandoned 24 6.8 352 99 4
Divorced 2 0.6 354 100.00

None of the respondents was found unmarried. May be this is because of
the fact that women in villages get married early. Three hundred twenty
eight respondents live with their husbands corresponding to 92.7%
percent of the sample. Number of abandoned beneficiaries is much

higher than that of divorced beneficiaries being 24 and 2 respectively.
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Table 6.1.4

Frequency distribution according to number of family members

Number of Frequency Percentage Cumulative Cumulative

family members frequency percentage
2 9 2.5 9 2,5
3 14 4,0 23 65
4 61 17.2 84 23,7
5 94 26.6 178 50.3
6 70 19.8 248 70.1
7 44 124 292 82.5
8 30 8.5 322 91 0
9 1u 31 333 94 |
10 16 4.5 349 98.6
12 5 14 354 100 00

Ninety-four respondents have 5 family members each, fhis group of
respondents hold highest percentage, i.e., 26.6%. Only 1.4% respondents

have 12 family members each.
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Table 6.1.5

Frequency distribution according to respondents’ level of

education
Level of Frequency Percentage Cumulative Cumulative
education frequency percentage
Iliterate 0.9 0.9
Literate 318 89.8 321 90.7
Up to 33 9.3 354 100.00
SSC
Total 354 100.00

The above table shows that most of the beneficiaries, i.e., 318 are literate
(capable of signing name), 33 have studied up to SSC while 3 are
illiterate. It is mandatory for GB members to sign their names It may be

assumed that the 3 illiterate beneficiaries are on their way to leam how

to sign name.
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Table 6.1.6

Frequency distribution on the basis of respondents’ monthly

income
Monthly income Frequency Percentage Cumulative C'umulative
frequency percentage
1000 6 17 6 17
2000 5 14 un 31
2500 4 11 15 4.2
3000 37 105 52 14.7
3500 19 54 71 20,1
4000 64 181 135 38.1
4300 44 124 179 50,6
5000 95 26.8 274 77,4
5500 8 2.3 282 79,7
6000 30 8.5 312 88 1
7000 17 4.8 329 929
7500 7 2.0 336 94.9
8000 12 34 348 98,3
10000 3 0,8 351 99,2
12000 3 0.8 354 100,00

Total 354 100.00

The above table shows that beneficiaries earning Tk.5000 per month are
highest in number. Ninety five respondents earn ITc.SOOO a month

holding 26.8% of sample respondents. The cumulative frequency and
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percentage of this group are 274 and 77.4% respectively. Therefore,
more than three-fourth of the respondent fall into this group. Only 0.8%
beneficiaries earn Tk. 10000 a month. Percentage is same lor those who
earn Tk. 12000 every month. However, the table depicts a wide range of
discrimination in respondents’ monthly income, ranging from Tk. 1000
to Tk.12000. Only 1.7% respondents earn Tk.I000 and1.4% earn
Tk,2000 a month respectively. This group falls in the poor category.
May be they are yet to get the full benefit of GB loan through its proper

utilization.
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Table 6.1.7

Frequency distribution of respondents in terms of years spent as

GB members

Years spent as GB Frequency  Percentage

member

10

12

13

14

15

Total

26

69

62

44

33

88

0,8

0.8

11

7.3

19,5

0.6

175

12,4

9.3

31

24.9

25

Cumulative

frequency

10

36

105

107

169

213

246

257

345

354

Cumulative

percentage

0.8

17

2.8

10.2

297

30.2

47.7

60.2

69 5

72.6

97.5

100.00
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The sample respondents represent a group of beneficiaries having spent
one to fifteen years as group members. Quite a large number of
respondents in Kapasia and Madhabpur-Singair centers have become GB
members ten years back. Cumulative frequency of respondents who arc
with GB for 10 years is 169, which is 47.7% of the sample. Highest
number of respondents, 88, have been GB members for 14 years. This

group constitutes 24.9%, or in other words, about one-fourth of the

sample respondents.
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Table 6.1.8

Frequency distribution of respondents on the basis of whether

they find it difficult to take loan from Grameen Bank

Nature of Frequency Percentage Cumulative Cumulative
beneficiaries frequency percentage
Does not face 335 94.6 335 94.6

difficulties to
take loan from

GB

Faces 19 54 354 100.00
difficulties to
take loan from

GB

Total 354 100.00

Out of 354 respondents, only 19 mentioned that they find difficulty in

obtaining loan from Grameen Bank. The latter group corresponds to 5.4
percent of the sample. It is assumed that beneficiaries facing difficulty in

borrowing from GB are less satisfied.
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Whether the beneficiaries get the whole amount of loan at a

time

When the respondents were asked whether they receive the whole
amount of loan at a time, all of them answered in the affirmative. So, no

frequency table was prepared for this variable.
Table 6.1.9

Frequency distribution of beneficiaries’ regularity in loan

repayment
Nature of Frequency Percentage Cumulative Cumulative
beneficiaries trequency percentage
Repays 337 95.2 337 95.2
regularly
Does not 17 4.8 354 100.00
repay
regularly
Total 354 100.00

Only seventeen out of 354 respondents stated that they sometimes delay
in loan repayment. It may be noted here that if GB has overdue loans
with beneficiaries for more than a moth only then the beneficiaries are
considered as ‘irregular in loan repayment’. But of course, not as
defaulters because the recovery rate of the two sample centers remains
98% to 100%. However, the respondents give a close picture having 337

beneficiaries, or 95.2% with regular loan repayment behavior.
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Table 6.1.10

Frequency distribution of respondents according to the reasons

Nature of
beneficiaries

Repays  regularly
for peer pressure

Repyays  regularly
for monitoring and
control system of
Grameen Bank

Repays  regularly
for obtaining new
loan

Repays  regularly
for  both ‘peer
pressure’ and
‘obtaining new
loan’
Total

for which they repay regularly

Frequency

17

149

no

78

354

Percentage

4.8

421

22.00

100.00

Cumulative
frequency

17

166

276

354

Cumulative
percentage

4.8

46.9

78.0

100.00

The above table implies that highest number ofsanipie bcnellciarics, i.e.,

149 say that they timely repay because of Grameen Bank’s etTective

monitoring and control system. Percentage of this group of respondents

Is 42.1. Next come those 110 respondents (31.1%) who repay timely in

order to obtain a new loan. Seventy eight respondents repay timely for

both reasons, i.e., ‘to obtain new loan’ and ‘peer pressure’. But only

4.8% or 17 respondents repay regularly for peer pressure alone.
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6.2 Cross Tables on Loan Repayment VS All Other
Variables

Table 6.2.1

Table showing loan repayment by sex of respondents

Sex Repays Percentage Percentage  Does not Percentage Percentage
regularly of those repay of those

who regularly who do not
regularly repay
repay regularly
(concerned (concerned
sex) sex)

Male 37 10.45 90.24 1.13 9.76

Female 300 84.75 95.85 13 3.67 4.15

Total 337 17

The above table shows that out of 354 sample beneficiaries, 13 female
and 4 male respondents say that they do not repay regularly. It is shown
in the table that 37 male and 300 female beneficiaries regularly repay
their loans. Percentage of female respondents with regular loan

repayment habit (95.85) is higher than that of male respondents (90.24).
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Table 6.2.2

Loan repayment behavior according to age differences

Age Repays Percentage Percentage of Does not repay Percentage Percentage of

regularly respective regularly respective
respondent respondent

22 5 141 100.00 0 0 0

23 2 0.56 100 00 0 0 0

25 16 4.52 88.89 2 0 56 n M

27 6 1.69 100 00 0 0 0

28 13 3.67 92.86 1 0.28 714

29 4 113 100 00 0 0 0

30 44 12.43 97 78 1 0.28 2.22

32 41 11 56 100.00 0 0 0

33 15 4.24 88.24 2 0.56 n 76

34 19 5.37 95.00 1 028 5,00

35 35 9 89 94,59 2 0 56 541

36 5 141 83.33 1 028 16 67

38 28 791 96 55 1 028 345

39 4 1.13 100,00 0 0 0

40 40 11.30 97.56 1 0.28 244

42 29 8.19 96.67 1 0.28 333

43 2 0.56 100.00 0 0 0

45 19 537 95.00 1 0.28 500

48 7 1.98 100.00 0 0 0

49 2 0.56 4000 3 0.85 60 00

52 1 0.28 100.00 0 0 0

Total 337 95.20 17 4 80
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The above table implies that age does not have much impact on loan
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repayment behavior of GB beneficiaries. But older beneficiaries seem to

be less sincere in repayment compared to younger beneficiaries.

Irregular loan repayment behavior outnumbers regular loan repayment
behavior only in case of 49 years old respondents. Only 40% of this

group repay regularly while 60% show irregular loan repayment habit.

Loan Repayment behavior in terms of Marital Status of the

Repays
regularly

311
with

Abandoned 24

Divorced 2

Total

337

Percentag
e

87.85

6.78

0.56

Table 6.2.3

Beneficiaries

Percentage
of respective
respondent

94.82

100.00

100.00

Docs not
repay
regularly

17

17

Percentag
e

4.80

0.00

0.00

Percentage
of respective
respondent

5.18

0.00

0,00
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The above table depicts strong correlation between beneficiaries’ loan
repayment behavior and marital status. It is shown in the table that
abandoned and divorced beneficiaries are more regular in loan
repayment compared to married ones, i.e., those who live with spouses.
This feature may be interpreted like - since abandoned and divorced
beneficiaries can not depend on the income of their spouses, they have to
earn their living all by themselves. So, whatever amount they get from
GB as loan, they repay it timely so that their next loan is ensured. Where

100% of the abandoned and divorced beneficiaries repay loan timely,
5.18% of the married beneficiaries delay in loan repayment. TTiis may be
due to two reasons, e.g., they can depend on spouses and, they

sometimes give the borrowed amount to their spouses who make the

repayment process delayed.
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Table 6.2.4

Table Showing Repayment Behavior According to Number of

Family Members

Number of Repays Percentage  Percentage Does not Percentage Percentage

Family regularly of repay of

Members respective regularly respective
respondent respondent

2 9 2.54 100.00 0 0.00 000

3 14 3.95 100.00 0 0.00 0.00

4 56 15,82 91.80 5 141 8.20

5 92 25.99 97.87 2 0.56 2.13

6 68 1921 97,14 2 0.56 2.86

7 41 11.58 93,18 3 0,85 6.82

8 29 8.19 96.67 | 0.28 3,33

9 1 3.11 100.00 0 0.00 0.00

10 1 3.39 75.00 4 113 25 00

12 5 141 100.00 0 0.00 0.00

Total 337 95.20 17 4.80

From the above table, we can see that beneficiaries with small families
repay regularly, for instance, all those having 2 and 3-mcmbcr families

repay regularly. May be this characteristic is an outcome of less
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expenditure for family members. But again, in contrast to the statement,
11 beneficiaries having 9-member family each and 5 beneficiaries
having 12- member family each repay regularly. In their cases,
maintenance of big families does not seem to affect their positive loan

repayment behavior, flighest level of irregularity in loan repayment
behavior is seen in the case of respondent having 10 family members
each. This seems logical because members having large families have

high household expenditure.
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Table 6.2.5

Loan Repayment Behavior of Respondents According to Level

of Education

Level of Repays Percentage  Percenlagc Does nol Percentage  Percenlagc

education regulaily of rcfiay of
respective regularly respective
level of level of
education education

lliterate 0.85 100.00 0.00 0.00

Upto Class 302 85.31 94.97 16 4,52 5.03

Five

Up to SSC 32 9.04 96.97 0.28 303

Total 337 17

It is shown in the above table that level of education has some positive
correlation with loan repayment. Only 3 of the sample beneficiaries are
illiterate and they repay their loan regularly. Out of 318 beneficiaries
educated up to class five, 302 repays regularly while 16 are irregular in
loan repayment. Only 33 beneficiaries are educated up to SSC level and

one of them does not repay regularly.
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Table 6.2.6

Loan Repayment Behavior in Terms of Monthly Income

Repays
regularly

36

17
61
43

89

29

16

337

Percentage

1.4)

1.41

0.85

10.17

4.80

17.23

12.15

25.14

2.26

8.19

4.52

1.98

3.39

0.85

0.85

95.20

Percentage of
respective
income group

83.33
100.00
75.00
97.30
89.47
95.31
97.73
93.68
100.00
96.67
94.12
100.00
100.00
100.00

100.00

Does not
repay
regularly

1

17

Percentage

0.28

0.00

0.28

0.28

0.56

0.85

0.28

1.69

0 00

0.28

0.28

0.00

0.00

0.00

0.00

4.80

Percenlage of
respective
income group
16.67

0.00

25 00

270
10 53
4.69
2,27
6..32
0.00
3.33
5.88
0.00
0.00
000

000

The above table shows positive correlation between monthly income and

loan repayment habit of respondents. It is evident that 95.20%

respondents repay regularly while 4.80% are irregular in loan repayment.

So, percentage of beneficiaries having irregular loan repayment iiabit is
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very nominal. Monthly income of beneficiiiries covers a wide range from
Tk. 1000 to Tk.12000. None of the respondents who cam TKk.2000,
Tk.5500, Tk.7500 or more fail to repay their loan timely. However,
irregular repayment means keeping loans overdue for more than a
month. Highest rate of irregularity in loan repayment can be seen in
respondents who earn Tk.5000 every month, 'llicir percentage of
irregular repayment is 6.32. May be income is not the only factor
responsible for this feature as Tk.5000 is considered as moderate income
in the rural Bangladesh. Other factors like number of family members,
years spent as GB members etc. may have some influence over the

matter.
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Table 6.2.7

Loan Repayment Behavior in Tenns of Years Spent as GB

Member
Years spent as  Repays Percentage  Percentage Does not Percentage Percentage
GB member regularly of repay of
respective regularly respective
GB member (iB member
1 3 0.85 100.00 0 0.00 0.00
5 3 0.85 100.00 0 0.00 0,00
6 4 113 100.00 0 0.00 000
7 24 6.78 92.31 2 0,56 7.69
8 68 19.2! 98.55 1 0.28 1.45
9 2 0.56 100.00 0 0,00 0.00
10 60 16.95 96.77 2 0.56 3.23
u 42 11.86 95.45 2 0,56 4 55
12 28 791 84.85 5 141 15.15
13 10 2.82 90.91 1 0.28 9,09
14 85 24.01 96.59 3 0.85 3,41
15 8 2.26 88 89 1 0.28 1111
Total 337 95.20 17

The table depicts that new members are comparatively regular in loan

repayment. It is interesting to note that the highest number or irregularity
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in loan repayment behavior happens to be a case for members having
spent 12 years with GB. Of this group, 15.15% show irregularity in loan
repayment. Next comes the members who are with GB for 15 years,
11.11% of this group show irregular loan repayment behavior. Af\er
Spending a long time with GB, some of the beneficiaries become slow in
income generating activities. Besides, their number of family members
also increases in course of time, which eventually adds to their
expenditure. None of those who spent 1to 6 years as GB member has
any case of delay in loan repayment. Most of the new members are

young and energetic. They are usually sincere in repaying GB loans

Table 6.2.8

Loan Repayment Behavior of GB Members who find GB
Process Easy VS Those Who Find it Difficult

Nature of GB  Repays Percentage Percentage of Does not Percentage Percentage of

Members regularly respective repay respective
member regularly member

Members 320 90.40 95.52 15 4.24 4.48

having no

difficulty

with the GB

Process

Members 17 4.80 89.47 2 0.56 10 53

having

difficulty

with the GB

Process

Total

337 95.20 17 4.80
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The above table displays that among the 335 beneficiaries who find GB
system easy, 320 repays regularly and 15 delays in loan repayment,
which is 4.48% of 335. On the other hand, 19 bencficiaries find GB
system difficult and 2 of them do not repay regularly, which is 10.53%
of these 19 respondents. Therefore, it is evident that the beneficiaries
who fmd GB procedure easy are more serious in loan repayment than

those who fmd difficulty in taking loan from GB.

Whether the beneficiaries get the whole amount of loan at a

time

When the respondents were asked whether they received the whole
amount of loan at a time, all of them answered in the affirmative. So, no

cross table was prepared for this variable.
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Table 6.2.9

Loan Repayment Habit of Beneficiaries Who Repay for Peer

Pressure, Monitoring and Control System of GB, Obtaining

New Loan or, Both Peer Pressure and Obtaining New Loan

Reason for
timely Joan
repayment

Peer
Pressure

Monitoring
and Control
System  of
GB

To Obtain
New Loan

Both  Peer
Pressure and
To Obtain
New Loan

Total

Repays
regularly

14

147

105

71

337

Percentage

3.95

41.53

29.66

20,06

95.20

Percentage
of

respective
group of
respondents

82.35

98.66

95,45

91.03

Does

repay
regularly

17

Percentage

0.85

0.56

141

1.98

4.80

Percentage
of

respective
group of
respondents

17,65

L34

4.55

897

The above table implies that, those who repay regularly for GB's

effective monitoring and control system have the highest percentage of

regular repayment, i.e., 98.66%. Only 1.34% of this group have irregular

repayment habit. Next comes the group which believe they repay

regularly in order to obtain new loan, 4.55% beneficiaries of this group

are irregular in loan repayment. The beneficiaries who repay for both

peer pressure and obtaining new loan have a positive loan repayment
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habit as shown by 91.03% regular repayment. The beneficiaries who
repay loan for only peer pressure show 82.35% regular repayment,

which is the lowest. They have comparatively highest rate of irregular
repayment, i.e., 17.65%.
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6.3 Cross Tables on Difficultyfaced by beneficiaries/Whether

beneficiaries are satisfied with GB services against all other

variables

Table 6.3.1

Difficulty faced by beneficiaries according to sex differences

Sex of the Faces Percentage Percentage  Does not Percentage Percentage
respondent  difficulty of face of
respective  difYiculty respective
sex group sex group
Female 38 10.73 11.34 297 83.9 88.66
Male 0.85 15.79 16 4.52 84.21
Total 41 11.58 313 88.42

Percentage of beneficiaries facing difficulty in obtaining loans from (iB
is 11.58. Although number of male respondents is much less than that of
female respondents (19 out of 354), percentage oi' male bencficiarics
facing difficulty is higher than that of female beneficiaries, i.e., 15.79%
of the male and 11.34% of the female beneficiaries find the GB lending

process difficult, or in other words, are less satisfied with the GB lending

process.

128



Dhaka University Institutional Repository

Table 6.3.2

Difficulty faced by beneficiaries according to age differences

Age of Faces Percentag Percentage Does not Percentag Percentage
respondent difficulty e of respective face c of respective
age group difRculty age group
22 0 0.00 0.00 5 141 100.00
23 0 0.00 0.00 2 0.56 100,00
25 0 0.00 0.00 18 5.08 100.00
11 0 0.00 0.00 6 1.69 100 00
28 1 0.28 7.14 13 3.67 92,86
29 1 0.28 25.00 3 0.85 75.00
30 2 0.56 4.44 43 12.15 95,56
32 1 0,28 2.44 40 11.30 97,56
33 0 0,00 0.00 19 5.37 95.00
34 1 0.28 5.00 34 9.60 91.89
35 3 0.85 81 34 9.60 91 89
36 1 0.28 16.67 5 141 83.33
38 1 0.28 3.45 28 791 96 55
39 0 0.00 0.00 4 1.13 100.00
40 4 113 9.76 37 10.45 90.24
42 0 0.00 0,00 30 8.47 100 00
43 0 0.00 0.00 2 0.56 100 00
45 1 0.28 5.00 19 5,37 95 00
48 0 0.00 0.00 7 198 100,00
49 3 0.85 60.00 2 0.56 40,00
52 0 0.00 0.00 1 0.28 100,00
Total J9 335
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Age does not show much correlation with bencficiaries’ facing diniculty

with GB procedure. None of the beneficiaries who are 22 to 27 years old
faces any difficulty with GB procedure. Number of beneficiaries facing
difficulty with GB is highest for 40 years’ old respondents. Four
respondents of this age group {9.76 percent) said that they face difficulty
with the GB lending process.

Table 6.3.3

Difficulty faced by beneficiaries according to marital status

Marital Faccs Percentage Percentage Does not Percentage  Percentage
Status diificulty of face of
respective difficulty respective
group group
Married 18 5.08 5.49 310 87.57 9451
Abandoned 0.28 4.17 23 6.50 95.83
Divorced 0 0.00 0.00 0.56 100.00
Total 19 335

Divorced and abandoned beneficiaries find GB process less difficult
compared to married (those who live with spouses) ones, or in other
words, the former groups are more satisfied with GB. It can he stated
like - abandoned and divorced beneficiaries are more dependent on GB
and hereby get more satisfaction form its services. We get the picture of

facing difficulty with GB when 5.08 percent married respondents and
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0.28 percent abandoned respondents said that they had diffkuUy

obtaining loans from Grameen Bank.

Table 6.3. 4

Difficulty faced by beneficiaries with GB services according to

number of family members

Number of Faces Percentage  Percentage Docs not Percentage  Percentage
family difficulty of respective face of respective
members group difficulty group
2 2 0.56 22.22 7 198 77.78
3 1 0.28 7.14 13 3.67 92.86
4 2 0.56 3.28 59 16.67 96.72
5 4 1.13 4.26 90 25.42 95.74
6 3 0.85 4.29 67 18.93 95.71
7 2 0.56 4.55 42 11.86 95,45
8 1 0.28 3.33 29 8.19 96.67
9 0 0.00 0.00 n 31 100.00
10 3 0.85 18.75 13 3.67 81.25
12 1 0.28 20.00 4 1.13 80.00

Total 19 335
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Out of 5 beneficiaries having 12 family-members each, one stated she

faces difficulty with GB. Twenty percent of this group say they are not

satisfied much with GB services and this is the highest percentage of

those confronting difficulty with GB. None of the beneficiaries with 9-

member families faces any difficulty with GB.

Table 6.3.5

Difficulty faced by beneficiaries according to their level of

Level of  Faces Percentage
education  ictic iy
Iliterate 0 0.00
Up to 17 4.80
Class Five
Up to SSC 2 0.56
Total 19

education
Percentage Does not Percentage Percentage
of face of
respective  difficulty respective
group group
0.00 3 0.85 100.00
5.53 301 85.03 94.65
6.06 31 8.76 93.94
335
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Beneficiaries who studied up to class five have the highest number of
unsafisfied beneficiaries who face difficulty with GB services, but it
constitutes only 5.53%of the group. As for beneficiaries who are
educated up to SSC level, 6.06%of the group facc difficulty with GB

services. All the three illiterate respondents say that they are satisfied

with GB in terms of easy lending system.
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Percentage

0.00

0,00

0.00

085

0.00

141

0.28

1,98

0.00

0.00

0,00

028

0.28

0.00

0.28

Table 6.3.6

Percentage of
the respective

group

0.00

0.00

0.00

8 n

00 00

7.81

2.27

7.37

000

0.00

000

14.29

8.33

0.00

33 33

Does not face
difTicuity

34

19

59

43

88

30

17

335

Percentage

1.69

141

113

960

537

16.67

1215

24 86

2.26

847

4.80

1.69

3.11

0.85

0 56

Difficulty faced by beneficiaries in terms of monthly income

Percentage of
the respective
Uroup

100 00

100 00

100 00

Q. 89

looon

92 19

97 73

92 63

[00 00

)00(X)

100 00

8571

91 67

100 00

6667

There is hardly any correlation between beneficiaries’ monthly income

and degree of difficulty they face with GB process. Highest number (7)
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of beneficiaries with I'K. 5000 monthly income stated that they were not
satisfied with GB in terms of its crcdit delivery system. Hut highest
percentage of unsatisfied beneficiaries he with those having Tk. 12000
monthly income which is 33.33%. On the other hand, lowest income
group having monthly income ranging from Tk. 1000 to 2500
expresses their satisfaction. This constitute (1.69+1.41+1.13)*4.23%

beneficiaries who face difficulty with GB.
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Table 6.3.7

Difficulty faced by beneficiaries according to years spent as GB

as GB difficulty
beneficiary

1 0 0.00
5 0 0.00
6 0 0.00
7 0 0.00
8 3 0.85
9 0 0.00
10 2 0.56
1 1 0,28
1 6 1.69
13 1 0,28
14 6 1,69
15 0 0.00
Total 19

members

Percentage Percentage

of
respective
group

0,00
0,00
0,00
0,00
4.35
0.00
3,23
2.27
18.18
9,09
6,82

0.00

Does not
face
difficulty

26

66

60

43

10

82

335

Percentage

0.85
0,85
113
7.34
18 64
0,56
16,95
12.15
763
2.82

23.16

2.54

Percentage
of
respective

group
100,00
100.00
100,00
100 00
95 65
100,00
96 77
97,73

81 82

90 91
93,18

100,00

The new members complain less about facing difllculty with GB system.

Those who spent 12 years with GB show the highest degree of
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dissatisfaction in terms of facing difficulties, percentage of this group is

18.18. The beneficiaries who are with GB for one to seven years do not

complain about any problems. This implies that older members have

more expectations from GB some of which are not fulfilled, so their

level of dissatisfaction with GB services is also higher.

Table 6.3.8

Difficulty faced by beneficiaries in terms of repayment

behavior
Rgjayment Faces Peicentage  Percentage Does not
behavior difficulty of face
respective difficulty
group
Repays 15 4.24 4.48 320
regularly
Does not 2 0.56 10.53 17
rqiay
regulsrly
Total 19 335

Percentage

90.40

4,80

Percentage
of
respective

group
95.52

89.47

The above table implies that the percentage of facing difficulty with GB

Is higher for those who does not repay regularly, i.e., 10.53 perccnt

against 4.48 percent for those who repays regularly. It leads to the
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assumption that the beneficiaries who find GB procedure difficult fail to

repay loan regularly.

Table 6.3.9

DifTiculty faced by beneficiaries according to their reasons for

loan repayment

Reasons for Faces Percentage Percentage Does not Percentage Percentage

rep”onent difficulty of respective face of respective
group diflHcidty group

Peer 0.56 11.76 15 4.24 88.24

pressure

Monitoring 1.69 4.03 143 40.40 95 97

and control

system of

GB

To obtain 0.85 2.73 107 30.23 97.27

new loan

Both peer 2.26 10.26 70 19 77 89.74

pressure

and to

obtain new

loan

Total 19 335

Among the respondents who repay regularly for peer pressure, 11.76
percent face difficulty, which is the highest percentage in this respect.
Those who repay for obtaining new loans show the lowest percentage of
facing difficulties with GB, which is 2.73%. Therefore, it is evident from
the above table that the beneficiaries who think they repay timely for

obtaining new loans, get highest level of satisfaction from GB services.
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Next comes the group of beneficiaries who repay regularly because of
GB’s monitoring and control system having a percentage of 95 97

regarding not facing difficulty. The percentage of not facing difficulty

with GB is 89.74 for beneficiaries who timely repay for both Peer

Pressure and To obtain new loans.
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6.4 Logistic regression model

Methodology

Logistic regression technique was used for ascertaining the cause of
Grameen Bank’s high recovery rate. Regression methods have become
an integral component of any data analysis concerned with describing

the relationship between a response variable and on or more explanatory
variables. It is often the case that the dependent variable is discrete,

taking on two or more possible values.

The basic assumptions in a regression analysis when the dependent

variable is dichotomous are as follows:

. The conditional mean of the regression equation must be formulated to
be>bounded between zero and one. The logistic regression model

satisfies this constraint.

. The binomial, not the normal, distribution describes the distribution of
the errors and will be the statistical distribution upon which the analysis

Is based.

. The principles that guide an analysis using linear regression will also

guide in logistic regression.
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Simple/multivariate regression model could not be used in the study
being the dependent variable categorical/dichotomous instead of

quantitative. Therefore, the statistical model takes the following form:

....... BX,

......... PX
where Y is dichotomous dependent variable, (i=U2,3..... ,n) are
independent variables, and p,’s(i=1,2,3,....... ,n) are the coefficients for

Xi's. p ’s are parameters to be estimated from collected data. Maximum

likelihood estimation procedure has been used in this study for

estimating parameters.
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Table 6.4.1

Coefficient of Logistic Regression for assessing the affect of

Monitoring and Control System of Grameen on loan repayment

Variable Coelficienl Odds Ratio
Peer Pressure -2.7568* 0.0635

To obtain new loan -1.2528 0.28

Peer pressure and to obtain -1.9805* 0T37

new loan

*Sincc P < 0.05, the values are statistically significant at 5% level.

Monitoring and Control System of Grameen Bank has been considered
as reference group for running the logistic regression model, llie odds

ratio was calculated using the formula: exp(coefficient).

The above table implies that monitoring and control system of (Irameen
Bank has a stronger impact on the loan repayment behavior of the
respondents/beneficiaries compared to other variables, ie., peer
pressure, to obtain new loans and, both peer pressure and to obtain new
loan as has been highlighted by their negative coefficient values. It has
been mentioned earlier that GB beneficiaries have to form a group of 5
(five) members. Loan is not given to all members at a time. 1wo

members of the group get loan first. Only after they give their
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inslaliments in due lime will the other beneficiaries get the loan. So, the
remaining beneficiaries keep on putting pressure on the former
beneficiaries’ having repay the loan in due time so that they can get loan,
too. Therefore, this variable shows significant impact on beneficiaries’
positive loan repayment behavior. Still it remains to be 0.06.15 times

weaker than monitoring and control system of GB.

The variable entitled ‘to obtain new loan’ has nominal impact on loan
repayment, which is 0.28 times weaker than the monitoring and control
system of GB, the reference group. This leads to suggest that a minority

of beneficiaries repay regularly only in order to obtain a new loan.

But the last variable, which happens to be a combination of ‘peer
pressure’ and ‘to obtain new loans', shows significant impact on loan
repayment. However, the monitoring and control system of Gramecn
Bank remains to be of having strongest impact on repayment rate. The
effect of ‘peer pressure and to obtain new loans’ on beneficiaries’ loan

repayment behavior is 0.137 times weaker than that of monitoring and

control systems of Grameen Bank.
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Table 6.4.2

Coefficient of Logistic regression for determining the level of
satisfaction of beneficiaries in terms of age difference, marital
status, number of family members, level of education,

repayment habit etc, are shown below:

Variables Coefilcicnt Odds Ratio
Age -0.0699 0.932
Marital Status 0.5278 1.695
Number of family members 0.0111 1.011

Level of education 0.5408 1.7174
Repayment 1labit 0.7784 2.17798

Age, being a continuous variable, does not need any rel'crcnce group for
the computation of logistic regression, fhe above table implies that the
younger the beneficiaries, the higher the level of satisfaction. Ilie older
beneficiaries usually have more dependants and less physical strength
and enthusiasm. So, many of them do not get satisfied with the limited
amount of loan extended by Grameen Bank. On the other hand, the
younger beneficiaries are usually energetic compared to the older ones

So, they are more satisfied with the credit and service extended by
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Grameen Bank. Satisfaction of older beneficiaries from GFi credit and

other services is 0.932 times weaker than that of younger beneficiaries.

For analyzing the impact of marital status on level of satisfaction from
CiB loan find services, ‘married (those who live with spouses)'
beneficiaries are considered as reference group. The above table depicts
that abandoned and divorced beneficiaries get 1.695 times more
satisfaction than those of married beneficiaries. The abandoned and
divorced women have usually no one to depend on. So, they have to earn
their own and famihes’ living all by themselves. They have hardly any
relatives or friends to borrow money from. So, whatever amount of loan
Is advanced to them by GB, they try to ensure its optimum utilization
and thus they also get high satisfaction from the services provided by

Grameen Bank.

‘Number of family members’ is another continuous variable which docs
not require any reference group for the analysis. Its positive coefficient
indicates that beneficiaries having large families get higher satisfaction
from GB services compared to those having smaller families.
Beneficiaries with large families generally need extra financial support
to meet the high expenditure for their numerous family members. So,
they are tend to be satisfied with GB services. On the other hand,
beneficiaries having smaller families may not be much satisfied with GB
credit as it involves a lot of formalities. They may find it easier to do

without credit, which makes their business rather complicated.

14
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Beneficiaries educated above the SSC level are taken as reference group
in order to finding out the impact of level of education on satisfaction.
The positive coefficient leads to suggest that lower the level of
education, higher will be the level of satisfaction with GB services. Ihis
trend can be logically explained like - educated people can get
themselves better jobs and can also run business more efficicnlly
compared to less educated and illiterate people. Similarly, less educated
people are more dependent on loan extended by GB as they often fail to
get themselves good jobs or earn more through running business
successfully. So, they eventually get higher satisfaction from (3B.
Beneficiaries with education below the SSC level are 1.7174 times more

satisfied than those of with education above SSC level.

For analyzing the repayment behavior of beneficiaries, the irregularly
repaying beneficiaries are held as reference group. The odds ratio
Indicates that satisfaction level of the beneficiaries who do not repay
regularly is 2.17798 limes weaker than the satisfaction of beneficiaries
who repay regularly. This feature implies that the beneficiaries who find
it easy to repay GB loans get higher satisfaction from GB services. On
the other hand, the beneficiaries who fail to repay the loan regularly
eventually find the overall system complicated and thus gel less

satisfaction from GB loan.
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7. Study findings

The findings of the study are described below:

7.1 1l has been revealed by the study that monitoring and control system of
Grameen Bank has a very strong effect on the bank’s steady rate of recovery
(97% to 99%). The majority of beneficiaries stated that they repaid loans
regularly because of Grameen’s systematic monitoring and control mechanism,
such as group meetings and weekly field visits. Out of 95.2% of the
respondents who repay regularly, 41.53% say that they repay reguUirly because
of GB’s strict monitoring and control system (Table 5.3.9). When the affect of
monitoring and control system of GB was compared with those of other
variables, i.e., ‘peer pressure’, ‘to obtain new loans’, ‘both peer pressure and to

obtain new- loans’, the impact of these variables on repayment behavior of

beneficiaries was found weaker than monitoring and control system of GB.

7.2 Next to monitoring and control system of GB, beneficiaries expressed tliat
they repaid timely for obtaining new loans. Table 5.3.9 shows that out of
95.20% respondents with regular loan repayment habit, 29.66% repay regularly

in order to obtain new loans.

7.3 Although peer pressure is a unique feature of Grameen Bank’s crcdit

mechanism, its effect on loan repayment is not very high. Among the
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bencriciaries with positive loan repayment habit, only 3.95% stated that they

repaid regularly for peer pressure (table 5.3.9).

7.4 As for satisfaction of beneficiaries with GB services, some interesting facts
were revealed. The study findings lead to the direction that the henericiarics
who are younger, abandoned and divorced, members of large families, less
educated, are more regular in loan repayment - get higher satisfaction from the

services of Grameen Bank.

7.5 Loan Repayment behavior of beneflciiiries is not much inllucnced by sex.
The concerned cross table (table 5.3.1) shows that 95 85% of the female and
90.24% of the male beneficiaries repay regularly. The effects of age and
Number of family members, level of education etc. on loan repayment habit are

also very nominal

7.6 As it is expectcd, bcneficiaries having higher monthly income arc more

regular in loan repayment. Interestingly, the new beneficiaries, in many cases,

are more regular in loan repayment compared to the old ones.

7.7 The beneficiaries who do not find the GB process complicated are more

regular in loan repayment (table 5.3.8).
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7.8 The beneficiaries who state that they repay regularly for the cfFective
monitoring and control system are more regular in loan repayment compared to

those who think they repay for peer pressure, to obtain new loans or both.

7.9 Total loan disbursement of Grameen Bank increased considerably in the
12 years under study from Tk.355 crore in 1988 to Tk. 10799.20 crore in May
1999. The percentage of yearly increase, however, started decreasing from
1995 (Table A). Yearly increase of loan repayment also shows a declining

trend from the year 1995 (Table B).

7,10 During the period from 1988 to 1999, percentage of overdue loans
decreased. In 1991 it increased from 1.24 percent to 2.18 percent. The sharpest
Increase in the percentage of overdue loans occurred in 1996, from 0.72
percent in 1994 to 3.78 percent in 1996. Although percentage of yearly
increase shows a declining tendency during the period 1995-'96, percentage of
overdue loans continued to increase during the same period (I'able A and fable
C). This indicated that the control system of (irameen Bank became less

effective during the period.

7.11 Number of GB members increased steadily in 12 years under study. 1 his
indicates expansion of operation. Number of members decreased only in 1996
by 4151 beneficiaries, probably for dropouts. However, number of branches

increased from 1055 to 1079 (Table F) during tlie period.
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7.12 Number of GB centers increased all through the 12 years under study,
which implies organizational expansion. Number of brandies, too, increased
gradually, indicating expansion of GB. But the trend was a ltitle slow during
1994-96. In 1988 Grameen Bank had 501 branches. In May 1999, number of
branches stood at 1140.

7.13 Although GB has a good monitoring and control system, which impacts
on beneficiaries’ positive loan repayment habit, it seems to condone the factor
of bencHciaries level of income. Only 10.5% of the respondents earn Ik 1000
to 3000 per month. So, none of the respondents was found belonging to hard
core or even poverty level. It is radier surprising that 8.5% respondents earn
TK.6000 a month, which is equivalent to a Class One Government Officer’s
monthly gross salary! Twelve respondents were found to earn 11.8000 a
month. Three earn Tk.10,000 and three earn Ik. 12,000 respectively

Particularly the respondents of Kapasia branch were found financially well-olT.
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8. Prospects for future researches

riic study findings imply that further studies can be carried out on the

following areas;

8.1 Standardizing the criteria to become beneficiaries: Although there are
some set standards regarding eligibility of becoming CiB bencficiary,
discrepancies were observed. Despite the fact that only hard core poor
people should be GB members, many well off beneficiaries gel loans from
GB. Some beneficiaries even cam Tk. 10000/12000 a month. So, GB can
stop lending money to well off beneficiaries and extend crcdit to the ultra

poor people.

8.2 Determining the level of graduation; Some of the beneficiaries were seen
to improve their economic condition immensely by using GB credit They
were real destitute when they entered GB as new members. But they arc no
longer poor although, they still get loan from GB. In order to keep the
records clean, GB has to be cautious about the old members. They have to
decide whether to continue with these ‘graduated (from being poor)’
members with poor repayment record or expand horizontally with newer
members (Rahman, 1986). So, not only determining the level of graduation
from poverty level is enough, GB will also have to stop giving loan to those
who attain financial solvency. In this way the well off members may get a

chance to prove their competence in sustaining the graduation.
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8.3 Motivating beneficiaries to repay installments timely: When the
bencficiaries were asked why they repay regularly, none of them said that
they do it being self-motivated although, this variable was included as a
close-ended question. Respondents stated that they repaid loans because of

GB monitoring and control, peer pressure or, to obtain new loans. So, CiB

can motivate beneficiaries to repay loan from the ethical point of view.

8.4 Monitoring loan utilization; Some of the beneficiaries were found to send
their husband/son abroad spending the amount of GB loans, particularly in

Kapasia area. Such practices should be guarded against and emphasis be pul

on utilizing loan on local income generating projects.
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Concluding Remarks

The statistical analysis of the study reveals the fact that the excellent
recovery rate of Grameen Bank is an outcome of its weil managed
monitoring and control system although, other factors play significant
role in this regard. The existence and reputation of a bank depends upon
its recovery rate. Grameen Bank is a specialized bank. So, its sincere
efforts to design a compatible and efTective monitoring and control
system deserves appreciation. The success story of Grameen Bank
would have ended a long time back unless it could ensure steady and
high rate of recovery guarded against by its monitoring and control

system.

Grameen is a specialized bank, which pioneered the idea of collateral

free small credit all over the world. So, it had to comc across an uneven
way. It was a challenge for the founder of Grameen Bank who
encountered criticism form many avenues. So, there was no other way
than coming up with an effective monitoring and control system to

ensure high recovery rate.

Other financial organizations, and also other forms of organizations can
adopt the Grameen model for monitoring and control system after
making necessary modification to it. Grameen had to start its Journey

defying many traditional taboos. In global context of management.

1S3
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Grameen has shown its creativity in establishing its unique form of

management, which has been termed by some scholars as Management
to Empower. So, despite all the criticisms, it is an agreed upon fact that
Grameen Bank has come forward with innovative ideas about poverty

alleviation through collateral free lending, and succeeded to a large
extent. Not only GB has contributed to poverty alleviation in the
country, it also has introduced a different type of banking with a unique

management style.
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ANNEX URE

THE GRAIMEEN MODEL

1he Gramecn model assumes lliat the ultra poor in the rural areas already have
the skills, but they do not have the required amouiit of capital to operate as viable
productive enterprise. If banking operations arc brought to the poor people and
small -scale capital equivalent to US $ 60-70 is lent to them, they can use it to
start some income generating business. Grameen management can assure a low
default rale by organizing the borrowers into groups of five responsible for the
loans of each of the members and by taking weekly instead of juinual

repayments.



The model of Grameen targeted rural credit is represented in the following figure

(Holcomb, 1995):

DIT
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THE “SIXTEEN DECISION” PROGRAM

The sixteen decisions were formulated in a national workshop of 100 female

center chiefs in March 1984. These decisions can be considered as the social

development constitution of Grameen Bank. All GB members have to memorize

the following sixteen decisions (Hossain, 1988):

. The four principles of Grameen Bank - discipline, unity, courage, and hard

work - we shall follow and advance in all walks of our lives.

. We shall bring prosperity to our families.

. We shall not live in dilapidated houses. We shall repair our houses and work

towards constructing new houses as soon as possible.

. We shall grow vegetables all the year round. We shall eat plenty of them and

sell the surplus.

. During the planting seasons, we shall plant as many seedlings as possible.

. We shall plan to keep our families small. We shall minimize our expenditures.

We shall look after our health.

. We shall educate our children and ensure that tliey can earn enough to pay for

their education.
. We shall always keep our children and environment clean.

We shall build and use pit latrines.

10. We shall drink tube well water. If it is not available, we shall boil water or use

alum.
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11.We shall not take any dowry in our sons’ weddings, neither shall we give any
dowry in our daughters’ weddings. We shall keep the center free form the

curse of dowry. We shall not practice child marriage.

12. We shall not inflict any injustice on anyone, neither shall wc allow anyone to

do so.

13. For higher income we shall collectively undertake bigger investments.

14. We shall always be ready to help each other. If anyone is in difllculty, we

shall all help.

15. If we come to know of any breach of discipline in any centcr, we shall all go

there and help restore discipline.

16. We shall introduce physical exercise in all our centers. We shall take part in

all social activities collectively.
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TABLES
Table A
Total disbursement in 12 years (in lakh taka)
Year Total disbursement
1988 1257
1989 1739
1990 2050
1991 2517
1992 6141
1993 10422
1994 12136
1995 9913
1996 11777
1997 18260
1998 18558
1999 18558

Source; Cumulative Consolidated Statements

Table B
Amount repaid in 12 years (in lakh taka)

Year Amount repaid
1988 995

1989 1368
1990 1846

199! 2163
1992 4135
1993 8419
1994 9857
1995 9706
1996 9954
1997 14813
1998 16979
1999 16281

Source; Cumulative Consolidated Statements
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Table C
Amount overdue in 12 years (in thousand taka)

Year Amount overdue
1988 145

1989 120

1990 124

1991 21800
1992 18300
1993 9900

1994 6300

1995 7200

1996 37800
1997 94500
1998 64800
1999 64800

Source: Cumulative Consolidated Statements

Table D
Number of members from 1988 to 1999
Year Number of members
1988 490363
1989 662263
1990 869538
1991 1066426
1992 1424395
1993 1814916
1994 2013130
1995 2065661
1996 2059510
1997 2272503
1998 2368347
1999 2370130

Sourcc; Cumulative Consolidated Statements
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Table E
Increase of number of centers in 12 years
Year Number of ccnters
1988 19663
1989 26976
1990 34206
1991 42751
1992 51367
1993 57649
1994 59921
1995 61156
1996 62681
1997 6470!
1998 66712
1999 67174

Source: Cumulative Consolidated Statements

Table F
Number of branches in operation
Year Number of branches
1988 501
1989 641
1990 781
1991 915
1992 1015
1993 1040
1994 1045
1995 1055
1996 1079
1997 1105
1998 1137
1999 1140

Source; Cumulative Consolidated Statements
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MONITORING AND CONTROL SYSTEM OF GRAMEEN BANK AND ITS EFFECT
ON THE RECOVERY RATE

QUESTIONNAIRE FOR THE BENEFICIARIES OF GRAMEEN BANK

(The questionnaire will be used for gathering information in order to conduct the abtwc
mentioned study for the fulfillment of M Phil degree under the Institute of Business
Administration, Dhaka University. The information thus collccted will be used for academic
purpose only)

Name: Sex; Age:

Marital Status; Married Unmarried Abandoned Divorced

Number of family members:

Level of Education;

Occupation:

Monthly Income:

Name of Center:

Years spent as Grameen Bank’s beneficiary:

(Please circle the right answer)

1 When was your group formed?

2.  When did you join the group?

3. Do you regularly take loan from Grameen Bajik?

Yes No

4. Do you find it difficult to take GB loans?
Yes No

5. Do you face any difficulty in getting loan from Grameen Bank?
Yes No

6. Ifthe answer is yes, what type of difficulties do you face?

4. Are you regularly repaying loans?
Yes No
5. Ifthe answer is yes, which of the following reasons make you repay regularly?
a) Peer pressure
b) Grameen Bank’s monitoring and control system
c) Selfmotivation
d) To obtain new loans
e) Peer pressure and to obtain new loans
6. Ifthe answer to question # 4 is no, why do you default?

7. Do you get instructions from tlie GB staff regarding how the loan can be utilized
effectively?
Yes No

8. How often do the GB staff check whether you are repaying?
Daily Weekly Fortnightly Monthly

9. What do the GB officers do if you defauU?

10. Are you happy with the way Grameen Bank monitors and controls the loan recovery
situation?
Yes No
i) Ifthe answer is yes, why?
ii) Ifthe answer is no, why?
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