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ABSTRACT 
 

This paper estimates the contribution of BRAC programmes to the 
gross domestic product (GDP) of Bangladesh. BRAC's contribution 
to GDP of Bangladesh has been divided into four components. 
These are 1) Value added in BRAC as an organization in a given 
year, 2) Incremental value added in linked sectors due to input 
supply to BRAC in a given year, 3) Incremental value added in 
linked sectors attributed to loans disbursed by BRAC in a given 
year, and 4) Incremental value added in linked sectors attributed 
to non-financial development inputs (skill training, non-formal 
primary education, and health services) in a given year. BRAC 
contributed Tk. 8,215.3 million, Tk. 10,479.1 million, Tk. 13,558 
million and Tk. 17,770.3 million to GDP of Bangladesh in 1995, 
1996, 1997 and 1998 respectively. In 1995 BRAC's share to GDP 
was 0.7%, which increased to 1.15% in 1998. This shows that 
output of BRAC increased faster than GDP of Bangladesh. During 
the period output of BRAC increased, on average, at 29.1% 
annually. But estimating the contribution of education 
intervention was not possible due to lack of information on the 
sectoral wage differential of the BRAC graduates and those without 
any education. Therefore, the total output of BRAC is not fully 
captured in the present study. 

 
 

INTRODUCTION 
 
BRAC works for poverty alleviation and empowerment of the poor with 
special emphasis on women. BRAC views poverty in a holistic sense and 
regards it as a complex syndrome that requires extensive and innovative 
efforts to overcome. It tries to attain its objective through three major 
programmes, viz., Rural Development Programme (RDP), Health, 
Nutrition and Population Programme (HNPP) and Non-Formal Primary 
Education (NFPE). RDP covers all the 64 districts of Bangladesh with 
nearly 3.4 million borrower-households. BRAC is operating more than 34 
thousand non-formal primary schools where children of poor households 
attend free of cost. Currently BRAC's health and population programme 
covers about 35 million people throughout the country. BRAC has several 
other programmes aimed to create income and employment opportunities 
for the poor and to support the vulnerable group. BRAC also has a 
number of income generating projects, profit of which is channelled to 
finance development works. 
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 It has become a concern that whether such development interventions 
have impact on the macro economy of the country i.e., whether the 
standard macro variables like national income, savings, investment, 
employment are affected by NGO intervention. Contribution of some of the 
development interventions viz., credit and savings programme is 
observable while contribution of some other programmes viz., training, 
education, and health interventions is unobservable and difficult to 
estimate. 
 
 Research on the above issues is almost non-existent and also difficult 
to conduct mainly due to lack of an established methodology. Dr. 
Mohiuddin Alamgir pioneered such a study on the contribution of 
Grameen Bank to GDP1 of Bangladesh. The study found that Grameen 
Bank contributed 1.1% of Bangladesh's GDP in 1996 (1). The present 
study which follows the same methodology employed by Dr. Alamgir, 
attempts to estimate the contribution of BRAC to GDP of Bangladesh. 
 
 

METHODOLOGY 
 
BRAC's contribution to GDP of Bangladesh, Vb can be divided into four 
components. These are: 
 
First component (Direct): Value added in BRAC as an organization in a 
given year (Vbi); 
 
Second component (Indirect): Incremental value added in linked sectors due 
to input supply to BRAC in a given year (Vb2); 
 
Third component (Indirect): Incremental value added in linked sectors 
attributed to loans disbursed by BRAC in a given year (Vb3); and 
 
Fourth component (Indirect): Incremental value added in linked sectors 
attributed to non-financial development inputs (skill training, non-formal 
primary education, and health services) in a given year (Vb4). Therefore, 
 

∑
=

=
4

1i
biVbV  

  

                                                 
1 GDP is the value of final goods and services produced within the country (in a year). 
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First component 
 
Value added in BRAC in a given year is the sum of 1) wages and salaries 
paid by BRAC (Ybi), 2) net interest earned by BRAC (Yb2), 3) net profit 
earned by BRAC (Yb3) on non-loan activities, and 4) provision for 
depreciation (Yb4) during the period. Thus, 
 

∑
=

=
4

1i
bib1 YV  

 
Second component 
 
Incremental value added in linked sectors due to input supply to BRAC 
in a given year is estimated by: 
 

( )[ ]∑=
i

viaiIbb2V  

 
Where, 
 
Ib = Input supply to BRAC in a given year.  
ai = Input coefficient of sector (i).  
vi = Value added coefficient of sector (i). 
 
Third component 
 
Incremental value added in linked sectors attributed to loans disbursed 
by BRAC in a given year consists of four elements. Of these, three 
elements are from different uses of loan proceeds viz., i) capital 
investment of different types (K), ii) intermediate inputs purchase (I), and 
iii) wage payments (W). The fourth element is net profit of loan-financed 
activities less income from alternative activities in the absence of BRAC 
loan (II). 
 
Vb3 = V (K )+V ( I ) +W+Π   
 
Where, 
 
V(-) = Incremental value added in supplying sectors due to loan proceeds 
in a given year. 
 
 Therefore, total loan disbursed to sector (j), (Cj) is the sum of 1) 
amount of investment in items supplied by different capital goods sectors 
out of loan disbursed to sector (j) in a given year (Kj), 2) amount of 
intermediate input purchase out of loan disbursed to sector (j) in a given
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year (Ij), and 3) amount of wage payments out of loan disbursed to sector 
(j) in a given year (Wj). 
 
Cj=Kj+Ij +Wj ∀ j =  1, ------ , 9 
 
 The sectors are 1) Agriculture, 2) Fisheries, 3) Poultry and livestock, 
4) Sericulture, 5) Cottage industry, 6) Rural transport, 7) Rural trading, 
8) Food process, and 9) Housing. 
 
 It is assumed that loan-use in sectors are distributed by a given 
coefficient c. This is given as follows: 
 
Kj = ckj Cj, Ij = cIj Cj, and Wj = cwj Cj 
Or 

j
p

pjCc∑=jC     ∀ p  =  k ,  I  and w  

 
Where, 
 
 cpj = Share of loan disbursed to sector ( j )  used for pth item. 
 
 
a) A number of steps have been followed to calculate total incremental 
value added due to increase in capital investment financed by loan 
proceeds to a receiving sector in a given year. 
 
 First, the amount of purchase from each capital supplying sector has 
been estimated. Amount of capital purchased from sector (i) for sector ( j )  
financed by loans (Kij) is estimated by 
 
Kij = kijckj Cj  
 
Where, 
 
kij = Share of capital supplying sector (i) in the amount of capital 
investment in sector (j) out of loan proceeds. 
 
 Second, each type of capital purchased by loan receiving sectors is 
added to estimate the total investment demand (Di) from each sector. 
 

Di = jC
j

ij kjck∑      
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 Third, direct and indirect increases in output of all linked sectors due 
to increase in final demand of capital supplying sectors has been 
estimated through input-output inverse matrix. 
 
Q = [I-A]-1F  
 
Where, 
 
Q = output vector, [I-A]-1 = Leontiff inverse matrix, and F = final demand 
vector. 
 
For sector (i), the estimated total output increase is given by 
 

Xi = ∑
m

imiDA  

 
Where, 
 
Ami = the element of the inverse matrix showing output increase in linked 
sector (m) due to unit demand increase in Di. 
 
Xi = total output increase due to increase in K in all sectors. 
 
 To get value added in linked sector (i), Xi has been multiplied by 
vector of sectoral value added coefficients (vi). Total value added V(K) is 
the sum of value added in all sectors. 
 

V(K) = ∑
i

iviX  

 
b) Incremental value added in sectors supplying intermediate inputs 
financed by loan proceeds to sector (j). V(Ij) is as follows: 
 

V(Ij) = ∑
i

[(aijciICj)vi] 

 
Where, 
 
aij = Input coefficient of sector (j) from sector (i).  
vi = Value added coefficient of sector (i) 
 
Therefore, incremental value added in sectors supplying intermediate 
inputs is estimated by: 
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V(I) = )([ ]∑∑
i

iiIij
j

v ca jC  

  
(Secondary effects working through input-output relationship is ignored) 
 
c) Wage payments financed by loan disbursed to sector (j) create value 
added directly and this is given by the following: 
 

Wj = cwj Cj and W =  ∑
j

cwjCj 

 
d) Net profit from activities financed by loan proceeds of sector (j) less 
opportunity cost in a given year is estimated by: 
 
Πj = rj Cj-Yj and Π = ∑ −

j
jjj YCr )(  

 
Where, 
 
rj = Average return on investment in sector (i).  
Yj = Return from alternative activities. 
 
Fourth component 
 
a) Contribution of skill development training 
 
The potential earnings of the beneficiaries who received training from 
BRAC in year t- 1 estimate the contribution of BRAC training to GDP in 
year t. Therefore, the contribution of BRAC's skill training, vt (s) is given 
by the excess of yt (s) over yo(s) less cost per trainee, Ct (capital and 
recurrent incurred by BRAC plus cost borne by the trainee). Thus, 
vt (s) = [yt (s) – y0 (s)] - Ct 
 
where, 
 
yt (s) = annual income in sectors of the beneficiary who received training 
from BRAC 
y0(s) = annual income in sectors without any training 
 
 A beneficiary can receive training for more than one sector and can 
be involved in the sectors in which she received training. A weighted 
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average of vt (s) has been taken as the unit value added of a beneficiary 
receiving training. 
 
vt = ∑

s
asvt (s) 

 
 For a total number of N beneficiaries who received training and got 
themselves engaged in income earning activities, the contribution of 
BRAC training is estimated by 
 
V(T) = ∑

N
vt 

 
 
b) Contribution of education intervention 
 
The potential wage earnings of the graduates of year t-1 can estimate the 
contribution of education intervention of BRAC to GDP in year t. For 
example, if the BRAC school system produced only one graduate of level 
L (say primary) in year t- 1 who joined the labour force in year t to earn 
an annual wage of wL(s) in sector s, then the contribution to GDP of 
BRAC's education intervention, vl(s) is given by excess of wL(s) over wo(s), 
wage in sectors without education less per student cost of education 
(capital and recurrent incurred by BRAC plus cost borne by the student), 
i.e., 
 
V1(s) = [wL(s) – W0 (s)] - cL 
 
 
 In calculating, wL(s) and wo(s), weighted average of male and female 
wage has been taken. 
 
 Each level of graduate may be employed in more than one sector. A 
weighted average of vl(s) gives the unit value added of an L level graduate 
as shown below: 
 
v1 = Σsαs v1(s) 
 
 For a total number of graduates of level L, NL, with labour force 
participation rate of 1p and employment ratio of le, total contribution of 
education intervention of BRAC, V (E), is estimated by 
 
V (E) = ΣL NL v11P le 
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c) Contribution of health intervention 
 
The contribution of BRAC's health intervention to GDP, V (H), is given by 
(a) value of the annual number of days saved (d1) of working adults 
which would otherwise have been lost due to illness (V1 = v1 d1), (b) value 
of the annual number of days saved (d2) of working adults which would 
otherwise have been lost due to care of the sick (V2 = v2 d2), and (c) 
incremental value added by health care beneficiaries due to improved 
health care (V3), less total health care costs incurred by BRAC (Ch). V3 
has been omitted since empirical work on the relationship between 
health and productivity is not firmly established in the Bangladesh 
context. Thus, 
 
V (H) = (V1 + V2) – Ch 
 
Where, 
 
V1 = v1d1 and V2 = v2 d2 
 
Sources of data 
 
Data on components of BRAC’s direct contribution and input supply to 
BRAC have been collected from BRAC audit reports (2-4). Information on 
the amount of loan disbursed to different sectors and number of persons 
received skill training were collected from RDP-MIS. Sectoral value added 
coefficients were taken from An Input-Output Table for Bangladesh 
Economy prepared by BIDS (5). The coefficients a, c, k, and vt (unit value 
added of a person receiving skill training) have been estimated based on 
Microenterprise Profiles contained in the ADB (7) and discussion with 
BRAC’s RDP personnel. Income from alternative sources in the absence 
of BRAC loan was taken from a Grameen Bank study (1). Data on 
number of patients treated in the BRAC heath centres and cost per 
patient have been collected from BRAC’s HNPP office. Value of the annual 
number of days saved of working adults which would otherwise have 
been lost due to illness was taken from a recent BRAC study (6). 
 
 

FINDINGS 
 
GDP is equal to total income earned domestically and is also equal to 
total spending. In this study some components of BRAC’s contribution to 
GDP (net profit or net interest, for example) have been estimated based 
on income method while some others (value added in linked sectors due 
to input supply to BRAC or that due to loan disbursed by BRAC, for 
example) based on expenditure method. Findings on BRAC’s contribution 
to GDP is presented in Table 1. 
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 BRAC contributed Tk. 8,215.3 million, Tk. 10,479.1 million, Tk. 
13,558 million and Tk. 17,770.3 million to GDP of Bangladesh in 1995, 
1996, 1997 and 1998 respectively. In 1995 BRAC’s share to GDP was 
0.7%, while it increased to 1.15% in 1998. This shows that output of 
BRAC increased faster than GDP of Bangladesh. During the period 
output of BRAC increased, on average, at 29.1% annually. It may be 
mentioned that the share of Grameen Bank to GDP of Bangladesh was 
estimated at 1.1% in 1996 (1) which increased at a slower rate than the 
GDP of the country. 
 
 BRAC’s direct contribution to the GDP was Tk. 1,492.5 million, Tk. 
1,948.7 million, Tk. 2,313.1 million and Tk. 3,144 million in 1995, 1996, 
1997 and 1998 respectively (Annex Table 1). 
 
 Capital supplying sectors contributed Tk. 909.9 million, Tk. 1,159.4 
million, Tk. 1,551.6 million and Tk. 1,926.6 million in 1995, 1996, 1997 
and 1998 respectively (Annex Table 3 to 8). The contribution from input 
supplying sector was Tk. 1,093.3 million, Tk. 1,570.9 million, Tk. 2,132.2 
million and Tk. 2,538.7 million respectively (Annex Table 3,4, and 9 
through 11). 
 
 Value added in linked sectors due to input supply to BRAC were Tk. 
464.8 million, Tk. 405.3 million, Tk. 516.3 million and Tk. 671.7 million 
in 1995, 1996, 1997 and 1998 respectively (Annex Table 2). 
 
 The annual weighted average return on loan financed activities is 
estimated to be 72%. One-third of the above has been deducted to 
account for income from alternative sources in the absence of BRAC loan. 
Thus, the net rate of return was calculated at 48%. At this rate the 
return from loan-financed activities is estimated at Tk. 1,770.7 million, 
Tk. 2,450.5 million, Tk. 3,306.7 million, and Tk. 4,003.9 million in 1995, 
1996, 1997 and 1998 respectively (Annex Table 12). 
 
 Weighted average of the difference in monthly income of those with 
and without BRAC’s skill training is estimated to be Tk. 1,010. Average 
cost of training per person is Tk. 500. At this rate annual contribution of 
skill training is estimated at Tk. 2,040.7 million, Tk. 2,252 million, Tk. 
2,721 million, and Tk. 4,248.2 million in 1995, 1996, 1997 and 1998 
respectively (Number of persons received skill training and got 
themselves involved in income generating activities were 175,619, 
193,807, 234,165 and 365,598 in 1995, 1996, 1997 and 1998 
respectively). 
 
 Value of the annual number of days (8 hours a day) saved of 
working adults which would otherwise have been lost due to illness is 
estimated to be Tk. 1990. Value of the annual number of days saved of 
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working adults which would otherwise have been lost due to care of the 
sick is estimated to be Tk. 497.5 (2 hours a day). At this rate value added 
due to BRAC’s health intervention is estimated at Tk. 126.4 million, Tk. 
292.1 million, and Tk. 326.8 million in 1996, 1997 and 1998 respectively 
(Annex Table 13). 
 
 Estimating the contribution of BRAC’s education programme was 
not possible since data on the sectoral wage differential of the BRAC 
graduate and those without any education was not available. 
 
 

LIMITATIONS 
 
The estimation of BRAC’s contribution to GDP in the present study is not 
beyond criticism since the methodology is still in its preliminary stage. It is 
expected that further studies will improve both the methodology and the 
authenticity of the estimate. 
 
 For more accurate estimation data quality needs to be improved. For 
example, all the sectors which supply input to BRAC and where BRAC 
disburses loan, need to be specified as much as possible. That will help 
calculate weighted average of the sectoral value added coefficient more 
accurately. An MIS system with all the programme information in detail is 
required. Some data such as the potential earnings of a beneficiary who 
received training from BRAC, was collected from BRAC programme. Such 
information would be more acceptable to the researchers and other people 
outside BRAC if that could be known from past research. 
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