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Executive Summary

This section summarizes the results of the exploratory study on BRAC Bank SME Unit. The survey
was conducted from February 22 to March 3, 2004, covering 85 BRAC Bank repeat borrowers. In
addition, Focus Group Discussions with 43 selected repeat borrowers and CROs were also carried out.

The objective of the study was firstly, to assess geographical poverty outreach of Bank’s SME Unit;
secondly, to identify the effect of SME lending on employment creation; thirdly to explore which
enterprises create the greatest employment for poor people, and to what extent BRAC Bank’s SME
Unit support these enterprises.

Client profile

Most clients are male with median education of SSC. Almost half of the clients are from joint families,
and 83% of respondents were the main decision maker of the family. For 36% of the clients surveyed,
BRAC Bank loan was the only income source for business. For another 60% it was the main income
source, and for the remaining 4%, it was one of the many income sources.

Geographical poverty outreach- how much loans go to poorer areas.

About 19 % of the total portfolio is concentrated in poorer areas. The highest percentage of portfolio
(52% of the total portfolio) has gone to the developed areas like Dhaka, Chittagong, Narshinghdi,
Gazipur, Comilla, and Narayanganj. Only 11% of the total portfolio amount went to the poor districts
with Income Poverty Index (IPI) 45.1-50 and another 7 % went to the districts with IPI above 50.

The average median monthly household income of enterprise owner is Taka 38,000, which is
significantly higher than the median income level of people in Bangladesh, which is Taka 9,249 (World
Bank, 2000).

The impact of SME lending on employment creation

Only 19% reported some other source of capital (beside their own capital and BRAC bank loan) used
in their business. The other 81% reported to use BRAC bank loan as the only source of capital. For
two third of the clients, the current enterprise is their first enterprise. Almost all (94%) reported
increasing the amount of their own capital in the business. The median increase in amount of own
capital since getting BRAC loan is 1.5 times, and according to the survey.

The average number of employees (including owner) of sampled enterprises was 6.21 and the median
value was 5. Excluding the owner, there was a total of 443 employees working in the enterprises
surveyed. 15% of these employees were employed after getting BRAC Bank loan whilst 58% of the
employees could be employed more intensively after getting BRAC bank loan. At the enterprise level,
29% of the enterprises reported hiring new employees.

The median age of employees is 28 years and 4% of the employees are female. Old employees were
found to be significantly higher skilled than new employees, but some enterprises were able to hire
experienced employees due to increased capital and profitability.



In terms of machineries, 25% enterprises reported having bought machineries since borrowing from
BRAC Bank. The median value of this investment is Taka. 1, 00,000, and 29% of those who bought
machineries since borrowing from BRAC Bank reported that they would have done so irrespective of
BRAC Bank loan.

The average value of machine bought for those who reported to have bought it irrespective of BRAC
Bank loan is Taka 1, 81,533. The corresponding value for those who reported that they would not have
been able to buy the machinery without BRAC Bank loan is Taka.3, 17,720, which is a significant
difference.

Enterprise for employment creation of poor people and BRAC Bank’s support

A nationwide study on enterprises in Bangladesh (Daniels, 2003) shows that agriculture, service and
manufacturing and industry sector creates most employment. Of total 6,258 clients of BRAC Bank’s
SME Unit, 32 are involved in agricultural related enterprise, 866 are involved in industry and
manufacturing activities, 5043 are involved in trade and only 28 are involved in service sector.

Discussions with clients and CROs suggest that manufacturing and service create employment for poor
people, because many relatively unskilled people are needed. According to clients and CROs trade had a
limited capacity in creating employment for poor people because it needed less manpower, and in many
cases the proprietor with help from family could run the business. The general skill level needed for this
enterprise also tend to be higher.

The benefits clients got out of BRAC bank loan were: increasing profit by increasing business sales
(Increasing stocks, buying more inputs, buying new products, buying new machines, enhancing
reliability, buying directly from supplier rather than wholesaler), increasing profit by reducing
transportation cost (larger volume), being able to provide supplier’s credit (for wholesalers), building
reputation and gaining membership in associations



1. Introduction and Context
1.1 Introduction

Bangladesh’s SME sector has increasingly been viewed upon as occupying a crucial position in the
economy of Bangladesh. For instance, donor agencies in collaboration with trade agencies have lately
intensified their effort to support the SME sector'. Moreover, the government has started realising the
growth potential of SMEs, albeit active policy steps to assist the sector to flourish by overcoming
financial, technological, management and market constraints is still lacking.

The Small and Medium Enterprise Sector contributes towards the GDP of the country, and
employment creation of Bangladesh approximately 140,368,000 inhabitants (source: WHO). Yet, the
SME sector continues to be discriminated against by commercial and government owned banks; and
Bangladesh’s many Microfinance Institutions® (MFIs) lack the capital to finance SMEs or SME
entrepreneurs do not meet MFI’s selection criteria. Arguably, lack of access to credit is the most
significant problem area for the capital and institutional growth of the Bangladesh SME sector.

BRAC Bank’s SME Unit is the first of its kind to provide financial services on a national scale to small
and medium sized entrepreneurs. After 18 months of operation, BRAC Bank approached BRAC RED
to exercise an exploratory study on the effect of BRAC Bank’s SME Unit lending on employment
creation.

1.2 SME Sector of Bangladesh

A nationwide study on the private sector of Bangladesh by Lisa Daniels (2003) shows there are
approximately six million micro, small and medium sized enterprises including enterprises with up to
100 workers. The industrial structure of the sector consists of primarily wholesale and retail trade and
repair (40%), production and sales of agricultural goods (22%) and manufacturing (14%). As expected a
much larger proportion of enterprises based in the rural areas are involved in the sale of agricultural
goods. In urban areas the second largest category after trade is manufacturing (Daniels, 2003).

According to the nationwide study, the average size of the SME is five workers (this also includes the
proprietor), and the median size is two. Thirty six percent of the businesses are operated by the
proprietor alone whilst 83% have one to five workers. In terms of contribution to the household
economy, about three quarters of the enterprises contribute half or more to the total household income
both in rural and urban areas (Daniels, 2003).

The World Bank has estimated that the nominal GDP® for the fiscal year ending June 2003 was Taka
2,996 billion. The results from the survey show that micro, small and medium size enterprises
contribute Taka 741 billion to GDP in the past year or 25% of the GDP. Manufacturing contributes

! Wilhelm Wiig, Private Sector Advisor, NORAD. Informal discussion Feb 12, 2004 at the Norwegian Embassy Dhaka,
Bangladesh

2 The concept Microfinance institutions (MFI) will be used as a common concept for all formal institutions providing
financial services to low-income people, including credit unions, village banks, NGOs, commercial banks and development
banks. (Adapted from Gulli 1998)

3 Gross Domestic Product is defined as the total market value of all final goods and services produced in a given year.



the greatest amount followed by trade and retail (Daniels, 2003). Despite ‘successes’ and the importance
of the SME sector, entreprencurs are still faced with significant constraints such as restricted access to
credit, but also unstable electricity and law and order (Hossain, Z 2004; Daniels, 2003 and Meagher,
1998).

Reports on credit constraints in Bangladesh, (Meagher, 1998; Hossain, 1998) reveal that the main
obstacles to receiving credit from national and commercial banks are firstly; complicated procedures,
such as lengthy and cumbersome loan applications; secondly, collateral requirements; and finally
bureaucracy and corruption. The constraint entrepreneurs face in accessing credit enforces them to
cither rely on their own capital, moneylenders or family (Sigvaldson, 2003; Daniels, 2003; Meagher,
1998) or in some cases close down. Findings from the nationwide study (Daniels, 2003) indicated that
lack of capital was one of the main reason for many entrepreneurs closing down business. Moreover,
the cost of informal credit is also quite significant. A study carried out in 1994 by the World Bank
showed that the cost of lending from family, friends and relatives could range from 10-120% per
annum for start up capital, and up to 240% for working capital (World Bank, 1994).

1.3 Employment in Bangladesh

Figures from ILO show that in 2000, 69% of the working age population (15 to 64 years) of
Bangladesh were working. The figure for females was 54%, whilst the figure for males was 84.4 % (ILO
2003). It should be noted, though, that national statistics are notorious for not capturing all categories
of employment such as women who work from home et cetera. According to ILO the unemployment
rate in Bangladesh is 3.3% for female and 3.2% for male.

Employment related figures from JOBS indicate that SMEs constitute the dominant source of
industrial employment in Bangladesh (80%) and about 90% of the industrial units fall into this.
Additionally, findings from the nationwide survey found that more than half of the workers are paid
adults, whereas working owners and unpaid adult workers are the second and third largest categories
representing one-third of all employee types (Daniels, 2003).

1.4 BRAC Bank
BRAC Bank was launched on 4th July 2001 with a vision

“to be the absolute market leader through providing the entire range of banking facilities applicable to the needs of the
modern and dynamic banking business as well as to promote broad-based participation in the Bangladesh economy through
the provision of high quality banking services”.

The main shareholder in BRAC Bank is BRAC and the two organisations have aligned their missions.
BRAC Bank consists of four major business divisions; Corporate Banking Division, Retail Banking
Division, Small and Medium Enterprise (SME) and Foreign Trade and Treasury. The SME unit is
BRAC Bank’s largest business unit, and also the most profitable of all the four units. (Please refer to
annex A for description on SME Unit’s loan product- ‘Annono’)



2. Research Objective

The research objectives are:
- To assess geographical poverty outreach of Bank’s SME Unit.
- To identify the effect of SME lending on employment creation.

- To explore which enterprises create the greatest employment for poor people, and to what
extent BRAC Bank’s SME Unit support these enterprises.

3. Methodology

3.1 Choice of Methodology

A questionnaire was used (please refer to see annex D for sample questionnaire) to interview individual
clients and acquire information on previous loan access, type of business, type of ownership, source of
working capital, number of employees, skills of employees, hours worked, and machinery. The research
also used focus group discussions to explore and acquire a more in-depth understanding of some of the
issues raised in the questionnaire.

Information and analysis derived from secondary material, BRAC Bank’s Management Information
System (MIS) and literature survey was used to support, triangulate and consolidate data extracted from
the field.

3.2 Sampling Method

The sample for this study was selected by using purposive sampling method to ensure rigour data. In
order to capture a sustainable impact of credit on employment creation it is important to select clients
who have taken more than one loan from BRAC Bank’s SME Unit. The number of repeat borrowers
is relatively small compared to the overall portfolio —258 repeat borrowers of 5,335* (4.8%)

3.3 Sample Size (please refer to annex B for detailed sampling)

The sample size for the employment creation questionnaire was 85 out of 261° repeat borrowers. For
the qualitative sessions, 43 repeat borrowers were selected. The enumerators covered 5 districts in
Bangladesh and 15 BRAC Bank SME Unit Offices. Five districts and 6 BRAC Bank SME Unit Offices
were visited for Focus Group Discussions. Research areas were chosen according to which unit offices
had the highest population of repeat borrowers, in addition to geographical scope.

The sample size was also divided into BRAC Bank’s Unit Office categories: A+, A, B and C. Unit
offices are categorised according to economic activity, age of area (if new or old trading area), and loan
realisation performance. Category A+, A and B have been operating since the inception of BRAC Bank
SME Unit, whereas, category C has been operational for a shorter period of time. The table below
shows the percentage of different categorisations of the sample. Category C was not covered in the
sample because there are very few repeat borrowers in this category (6 category C repeat borrowers of
258° repeat borrowers).

* As of 31//12/2004 figures
> As of 31/12/2004 figures
% As of 31/12/2003 figures



Unit Category Number %
A+ 22 26%
A 22 26%
B 41 48%
Total 85 100%

The average loan size between the different categories (A+, A and B) varies, but the difference is
insignificant. The averages loan size for A+ is Taka 3, 97,727, for A it is Taka .3, 54,545 and for B it is
Taka 3, 45,122.

3.4 Data Collection Methods

Four enumerators (2 of the enumerators also exercised the role of supervisors) collected the data. The
training period was over a period of four days including one day in the field for pre-testing the
questionnaire. To complete the questionnaires the enumerators went to the entrepreneurs business, or
in some cases the entrepreneur came to the BRAC Bank SME Unit Office. Questionnaires were
checked and crosschecked in the field and in the BRAC Head Office at the end of the research.

Focus Group Discussions were conducted in BRAC Bank Unit Offices. A facilitator with assistance of

a translator exercised the FGDs. Focus group discussions were carried out on repeat borrowers and
CROs. The data collection took place from 22 February to 3 March 2004.

3.5 Limitation to the study

Due to time constraint and small percentage of repeat borrowers (4,8%), statistically representative
sampling could not be chosen Since the majority of repeat borrowers are involved in trade, it also
limits the research to cover all other enterprises. In addition, the research could not divide employment
creation in relation to different activities within the trade enterprises, as the activities in the sample size
were similar.

The final limitation to the study is the sparse distribution of repeat clients at BRAC Bank unit offices.
In each Unit office, there are limited numbers of clients who have taken their second loan. Thus, in
order to capture a large sample size almost all BRAC Bank’s Unit Offices would have to be visited,
which was impossible given the short period of time. However, some of the limitations have been
overcome by synthesising information from a number of sources.



4. Survey Results

4.1 Client Profile at a glance

e Most client are male

e Median education SSC

e Almost half of the clients came from joint families.

e In most (82%) cases, the client was the main decision maker of the family.

e For 36% of the clients surveyed, the business for which they took loan from BRAC Bank was
the only household income source. For another 60%, it was the main household income source.
For the remaining 4%, it was one of the many household income sources.

4.2 Geographical Poverty Outreach of BRAC Bank SME Unit

Outreach of financial services have different dimensions: how many people are reached (scale of
outreach), how poor are the clients (depth of outreach); in which economic sectors are they engaged
(breath of outreach); and where do they live (geographical outreach). In this section, we assess the
geographical poverty outreach of BRAC Bank’s loan portfolio. For this we look at the distribution of
BRAC Bank’s loan portfolio by poverty level of districts. Districts having an IPI” of 45 and above are
categorised as poor districts.

Table: 1 - Loan distribution in different district (As of 31/12/03 figures)

Avg.
No. of Loan amount | Loan Size % against total
Areas/Districts loans (Taka.) (Taka.) loan amount

Districts with IPI above 508 404 161,750,000 400,371 7.28%
Districts with IPI 45.1-50° 622 251,300,000 404,371 11.31%
Highest disbursement districts (5 438,028

highest)!0 2,629 1,151,575,000 51.84%
Other Districts!! 1,680 656,850,000 390,982 30%
Total 5,335 | 2,221,475,000 | 416,396 100%

From the above table: 1, it is clear that BRAC Bank’s portfolio is not concentrated in the poorer
districts (18.59% of the total portfolio). BRAC Bank’s outreach since inception mostly remains in the
areas where economic activities and markets are more developed. The highest percentage of portfolio
(51.84% of the total portfolio) has gone to the more developed areas like Dhaka, Chittagong,
Narsinghdi, Gazipur, Comilla, and Narayanganj. In these areas, Tk.1, 151,575,000 was disbursed to
2,096 enterprises. Only 11.31% of the total portfolio amount went to poorer districts with IPI 45.1-50
and another 7.28% went to the areas with IPI above 50.

’ Fighting Against Poverty, Bangladesh Human Development Report, BIDS, 2000
see annex: C for the name of the districts
? see annex: C for the name of the districts
' Dhaka (IPI up to 30), Chittagong (IPI up to 30), Narshinghdi (IPI 35.1-35), Gazipur (IPI 40.1-45), Comilla (IPI 40.1-
45) and Narayanganj (IPI 30.1-35)
" The other districts are scattered between IPI 30.1-45
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Though, BRAC Bank has reached some clients in the poorer districts the numbers are not significant.
From the survey, median monthly household income of owner of enterprise was found to be Taka.
38,000, which is significantly higher than the median income level of people in Bangladesh (Taka. 9,249
according to the World Bank, 2001). The average loan size in the poorer districts is not significantly
different than the other districts but the number of loans disbursed is significantly higher in the better
off districts.

% of loan distribution in the impoverished and other districts

Districts with IPI
45.1-50

Other districts less than IPI 45, 30% 11.31%

Districts with IPI above
50
7.28%

Highest disbursement Districts, 51.84%

4.3 The impact of SME lending on employment creation

In terms of business capital only 19% reported some other sources of capital (beside their own capital
and BRAC Bank loan) that they used in their business. The remaining 81% reported to use BRAC Bank
loan as the only source of capital. Most of the businesses financed have a rapid turnover. More than
two third of the businesses (78%) had less than a month turnover.

Majority of clients (2/3) reported that the current enterprise is their first enterprise. Before accessing
BRAC Bank loan, 24 clients were employed in shops, 26 were students and 14 were involved in
unidentified other activities. Of those who had some other business before the current one (21), only 4
reported that the previous business was still running.

The survey found that 94% of clients had increased the amount of their own capital since accessing
BRAC Bank loan. The median increase in amount of own capital since getting BRAC loan has been 1.5
times.

The following table: 2 shows that BRAC Bank clients have been able to increase capital, according to

the survey. This indicates that BRAC Bank loan has contributed to capital growth within the targeted
enterprises and increased capital growth can be an indication of increased sustainability of enterprise.
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Table: 2 — increase in capital after BRAC bank loan

Increase in capital after BRAC bank loan | % of enterprises
Up to 1.5 times 52%
More than 1.5 up to 2 times 28%
More than 2 times 20%

The number of employees and type of employees depend on the type of the enterprises. According to
Daniels (2003), industry and manufacturing sector, agriculture sector and service sector, which are more
labour intensive, create more employment than other sectors. However, portfolio reports from BRAC
Bank SME Unit show that majority of BRAC Bank loans were disbursed to entrepreneurs in trade
sector (81%).

The average number of employees (including owner) of sampled enterprises was 6.21 and the median
value was 5. Excluding the owner, there was a total of 443 employees working in the enterprises
surveyed. The effect of BRAC Bank loan on employment creation is notable. In terms of employment
creation 63 % surveyed enterprises reported that they were able to employ their exiting employees more
intensively. 15% of these employees were employed after getting BRAC Bank loan. 58% of the
employees could be employed more intensively after getting BRAC bank loan. At the enterprise level,
29% of the enterprises reported hiring new employees. The following table: 3 shows the above findings
more concretely. It should be pointed out, though, there is no statistically significant difference in the
average capital between enterprises that generated employment and those that did not (Taka. 9, 59,310
for employment generated enterprises and Taka. 10, 48,862 for others).

Table: 3 — Employment creation by enterprises after BRAC bank loan

Employment creation Reported enterprises %
No change 6 8%
New employees hired 25 29%
Old employees employed 54 63%
more intensively

Participatory sessions with clients and CROs indicated the loan received from BRAC Bank’s SME Unit
had been invested in increasing the stock of the business, which in turn led to higher sales and
increased labour demands on the employees. The discussions with clients revealed that many of the
respondents employed existing staff for longer hours in order to meet the increased demands of the
shop due to increased stock and sales.

The sustainable impact of SME loan on employment creation is a complex issue and depends on many
factors such as type of enterprises, loan utilisation time, age of the enterprise, growth in investment and
capital, business environment etc. Automation, for instance, could reduce the labour intensity and
employability of labour, despite high production and growth in investment and capital

Initially, majority of the new enterprises hire employee, but most of the old enterprises either hire or
replace unskilled people with skilled people or employ existing staff more intensively. Thus, it would
not be prudent to comment on the impact on employment creation just looking at the number of
people employed in the enterprise. Furthermore, sustainable employment also requires sustainable

12



growth and profitability of the enterprise. Nonetheless, increased working capital in clients business
might enable entrepreneurs to hire more staff in the future or at least maintain existing staff, which can
ensure sustainable employment creation.

The research was also able to establish a general employee profile. From the survey it was found the
median age of employees is 28 years and 4% of the employees are female. The average skill level of new
recruits was significant lower that the existing employees suggesting that the new recruits may come
from poorer background. However, some enterprises were able to hire experienced employees due to
increased capital and profitability. The table below (table 4): shows the skill level of new and old
employees of the surveyed enterprises.

Skill level New employees Old employees
% high skill 22 55
% medium skill 48 35
% low skill/unskilled 29 10
Average skill level 1.89 2.45

Skill level of new and old employees
60 -
50 1
40 1
Scale 30
20 |
10 |
0
% high skill % medium skill % low Average skill
skill/unskilled level
O New employment .
W Old employment Skill level

Note: New Employment implies employment after receiving loan from BRAC Bank.

Old Employment implies employment before receiving BRAC Bank loan

Focus Group Discussions with clients suggest that the culmination of more stock and increased sales
had led to recruiting additional staff. Since majority of respondents were in trade increased sales in the
business had led to demand for new staff. Some of the clients reported they were selective in who they
recruited. Given that many of the respondents were shop owners they ideally wanted new employees
with previous work experience, to be representative or possess the skills of dealing with people.

Extra people in the shop...

“The increased goods in my shop bave led to more customers wanting to buy clothes in my shop. I have had to hire one more person to
deal with extra customers, before recruiting I was looking for someone who conld represent himself as he was going to work in a shop
and deal with people”.

Client, Sylhet
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Furthermore, PRA sessions revealed that majority of clients had not faced problems in recruiting
people for their business because Bangladesh’s high population figure made it unproblematic to recruit
people. However, some clients, especially in larger cities faced problems in appointing new staff. They
expressed it was exigent to find skilled people, because they were already taken. Additionally, people
lacked references; which made it difficult to cross check previous work records. Moreover, clients in
both rural and urban areas faced the challenge of training new staff, and ensuring they had the
necessary skills needed to fulfil the demands of the job.

Finding staff...

“It should be easy to find staff in Bangladesh, because we are so many people. But sometimes we find problems finding skilled people
as they are already taken, or they do not have the needed references”.

Client, Dhanmondi, Dhaka

The survey revealed that more investment was made by the enterprises to buy machineries than hiring
employees to increase productivity. From the survey, 25% enterprises reported having bought
machineries since borrowing from BRAC Bank. The median value of this investment is Taka. 1, 00,000.
29% of those who bought machineries since borrowing from BRAC Bank reported that they would
have done so without borrowing from BRAC Bank. The average value of machine bought for those
who reported to have bought it irrespective of BRAC Bank loan is Taka. 1, 81,533. The corresponding
value for those who reported that they would not have been able to buy the machinery without BRAC
Bank loan is Taka.3, 17,720. The difference is statistically significant. 12% reported investing in
repairing existing machineries. All of them also reported investing in buying new machines. The median
value of investment in repairing old machine is Taka. 13,500. 80% of those who invested in repairing
existing machineries reported that they would have done so irrespective of loan from BRAC Bank

Finally, Clients reported that BRAC Bank had helped in many ways, which are not less important than
creating impact on employment creation. The benefits the entrepreneurs got out of BRAC Bank loan
were:
o Increasing profit by increasing business sales:
* Increasing stocks
®  Buying more inputs
* Buying new products
* Buying new machines
* Enhancing reliability
* Buying directly from supplier rather than wholesaler
o Increasing profit by reducing transportation cost (larger volume)
o Being able to provide supplier’s credit (for wholesalers)
o0 Building reputation and gaining membership in associations
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4.4 Enterprise for employment creation of poor people and BRAC Bank's support.

All loans provided by BRAC Bank were for SMEs, which requires some form of human resources.
Some sectors require more employees than the other. However, to create employment for poor people,
dynamic gets complex. The complexity arises due to unavailability of the skills or unfamiliarity of some
of the enterprises within the poor people. However, some enterprises, especially in the agriculture
sector and industry and manufacturing sectors that are human labour intensive and familiar to the poor
people could certainly create employment for the poor people.

Clients and CROs expected that enterprises related to agriculture, manufacturing and production could
create greatest employment, as it involves numerous steps. According to participants each step required
people (labour), and in some cases people could replace machinery. Participants also expressed
Bangladesh was a good country for manufacturing because labour was very cheap.

According to the research undertaken by Lisa Daniels 2003 (with sample enterprises of 2,126,961) in
Bangladesh identified that the agriculture, manufacturing and industry, and service sector could create
most employment for the poor people. Of total 6,258'> BRAC Bank SME Unit clients, 321 are involved
in agricultural related enterprise, 866 are involved in industry and manufacturing activities, 5043 are
involved in trade and only 28 are involved in service sector.

Loan distribution by sector

'
2
g 3000 -
2
2000 -
1000 -
0 Manufacturi
. anufacturing ' :
A i T
griculture andipaia rading Service
Number of loans 321 866 5043 28
0O % distribution 5.13% 13.84% 80.58%
Sector and %

The following table: 5 shows the enterprises that BRAC Bank SME Unit reach, percentage loan
portfolio, number of loans and amount of loan and it also shows which of these enterprises could
create employment for the poor according to the report of Daniels 2003. Each section on employment
creation under Daniels (2003) is divided into number of employees (1 employee, 2-5 employees, 6-10
employees, 11-20 employees, 21-50 employees, 51-100 employees).

12 As of 31/2/04 figures
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BRAC Bank investment Employment Creation (Daniels, 2003)
# of

Sectors Loans Disbursed Outstanding | Overdue 1 2-5 6-10 | 11-20 21-50 51 - 100
Agriculture 321 150,250,000 112,059,950 | 4,964,543 | 147,394 | 240,637 | 53,700 | 59,558 52,595 12,479
Industry and
Manufacturing 866 378,200,000 270,019,636 | 9,049,673 41,961 80,679 | 13,619 | 12,051 10,351 7,315
Trade 5,043 | 2,049,025,000 | 1,506,071,356 | 30,029,705 30,564 15,930 2,996 1,240 2,404 1,498
Service 28 12,000,000 10,809,479 54,009 | 186,627 | 211,938 | 16,226 3,277 707 91
Total 6,258 2,589,475,000 | 1,898,960,421 | 44,097,930 | 406,546 | 549,184 | 86,541 | 76,126 66,057 21,383
Agriculture 5% 6% 6% 11% 36% 44% 62% 78% 80% 58%
Industry and
Manufacturing 14% 15% 14% 21% 10% 15% 16% 16% 16% 34%
Trade 81% 79% 79% 68% 8% 3% 3% 2% 4% 7%
Service 0.45% 0.46% 0.57% 0.12% | 4591% | 38.59% | 18.75% | 4.30% 1.07% 0.43%

From the above table, it is clear that BRAC bank could increase investment in the area of agriculture,
service, and industry and manufacturing sector to increase the employment of the poor people. It
should be noted that the overdue percentage is significant higher in trade than in the other sectors
BRAC Bank provide loan to. At the same time, the high percentage of loans disbursed in trade (81%)
limits the ability to compare overdue ratios across sectors.

Manufacturing and agticulture are good...

“Manufacturing and agriculture are very good for the creation of employment for poor people as it require a lot of labour. It is
impossible to do manufacturing without people”.

Clients Rajshahi

Clients and CROs in the participatory sessions responded that service industries, such as hotels,
restaurants and computer shops could create employment for poor people. In the service industry
many staff are needed, and service industries could not operate without people. For example, a person
managing a restaurant would need to employ cooks, waitresses, cashiers and guards.

Findings from the participatory sessions revealed that trade had a limited capacity in creating
employment for poor people because it needed less manpower, and in many cases the proprietor with
help from family could run the business. Due to this clients and CROs felt that service or
manufacturing was a good means of employment creation, but not trade. Yet, participants, especially
from the clients side, expressed it was costly to set up manufacturing businesses. Notwithstanding, if
capital was made available it would create higher employment for poor people.

Shops can be run with two people...
“A shop owner can manage with two people, but it would be impossible for a manufacturing owner. He will need a lot of people”.

Clients Gazipur
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5. Conclusion
From the research, the following points were revealed:
1. BRAC Bank is reaching poorer districts but insignificant to their total portfolio.

2. The poor are not the target audience of BRAC Bank. It targets middle class enterprise who
could fulfil the criteria of BRAC bank

3. The highest percentage BRAC Bank’s loans go to trading sector, which is dominated by middle
class and mostly appropriate in the developed areas.

4. Enterprises are always expected to generate employment. However, the number of employees
and type of employees depend on the type of the enterprises. According to Daniel (2003),
industry and manufacturing sector, service and agriculture sector, which are more labour
intensive, create more employment than any other sectors. However, according to the portfolio
report of BRAC bank, the most of the loans of BRAC bank was given to the entrepreneurs in
trade sector (81%). Therefore, a great contribution in capital growth within the targeted
enterprises by BRAC Bank loan was found rather significant rate of employment creation.
However, 59% surveyed enterprises reported that they were able to employ their exiting
employees more intensively, and 29% had been able to recruit more staff.

5. The sustainable impact of SME loan on employment creation is a complex issue and depends
on many factors such as type of enterprises, loan utilisation time, age of the enterprise, growth
in investment and capital, business environment etc. Most of the new enterprises hire employee
initially but most of the old enterprises either hire or replace unskilled people with skilled
people or employee existing staff intensively. Therefore, it would not be prudent to comment
on the effect on employment creation just looking at the number of people employed in the
enterprise.

6. BRAC bank loan have created scope for enterprises to increase capital and grow the business as
profitable enterprises. However, there are trends of using labour intensively after BRAC bank
loan due to increase in business activities and inventory. Some hired new employees with high
skills, though it was not significant. Most of the enterprises were able to increase profit and
productivity by buying machineries and employing the existing labour intensively.

7. As found from the research and BRAC Bank’s portfolio report, the loans were mainly disbursed
within trade sector. Though, trade does not create as much employment for poor people as
agriculture, service and industry and manufacturing sector do. However, increasing investment
in agriculture, service and industry and manufacturing in the future might create scope of
employment of the poor people.
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8. The benefits that enterprisers got out of BRAC Bank loan were:

o Increasing profit by increasing business sales:
® Increasing stocks
® Buying more inputs
* Buying new products
* Buying new machines
* Enhancing reliability
* Buying directly from supplier rather than wholesaler

o Increasing profit by reducing transportation cost (larger volume)
o Being able to provide supplier’s credit (for wholesalers)
0 Building reputation and gaining membership in associations

9. BRAC Bank should invest on it MIS to
a. Track the employment created by each enterprise with the information by sources and
type of labour i.e. (regular and irregular outside, regular and irregular family)
b. Track loan portfolio by districts according to Income Poverty Index.

10. In order to acquire a more detailed poverty profile of the employees, BRAC Banks might
consider carrying out separate employee survey with a focus on their poverty status.
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Annex A: ANONNO Loan Product

PRODUCTS:
Short Term
Loan Term Principal Payment Interest Payment
3,4,6,7 and 8 months One single payment at maturity | Partial interest at month
3,4,6,7,9 and 12 Monthly instalment Monthly with principal
Medium Term
15,18,21,24,30 and 36 months ‘ Monthly instalments ‘ Monthly with principal

SECURITY REQUIREMENTS:

Loan Ceiling

Security

Taka 200.000 to 800.000

No collateral required. Loans are provided against
hypothecation of goods and receivables and personal
guarantors are also taken (minimum 2)

Taka 800.000 to 1.500.000

Equitable: Mortgage of land and personal guarantors
are taken (minimum 2)

Above Taka 1.500.000

Registered mortgage of land and personal guarantors
(minimum 2)

INTEREST RATE:

Loan Amount

Interest Rate

2 —8 lacs 24%
8-15 lacs 21%
15-30 lacs 18%

LOAN DISBURSMENT PLACE:

e Loan paid out in Bank
e Instalment paid in Bank

e Clients in Dhaka, Chittagong and Sylhet use BRAC Bank Branch.
o In other districts BRAC Bank work through 4 other banks such as Krishi Bank, Jamuna
Bank, City Bank, Pubali Bank, Janata Bank (has 75% of the transactions).
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Annex: B- Clients Sampling

Sampling
Rangpur|Dinajpur B 6 1
Rajshahi[Rajshahi A 6 1
‘Total 12 2
Gazipur |Savar A+ 8
Gazipur |Gazipur Sadar A 8 1
Gazipur [Manikgonj B 14
Total 30
Dhaka [Tejagon B (5)* 8
Elephant Road A+ 2
Keranigonj* A 3
Dhanmondi A+ 4)6 1
Islambag A+ 4
Badda A (5)7
Moghbazar A+ 5
Total 14 2
Sylhet |Sylhet Sadar B 9 1
Srimongol B 3) 4
Sylhet B Bazar B 5
‘Total 14

* Number in brackets means actually seen.
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Annex: C - Name of the districts with IPI 45.1-50 and above 50

SL. No No. of Loan Loan Amount % loan amount with total
Taka disbursement
IPI 45.1-50
Bagerhat 10 3500000 0.16%
Bhola 13 5700000 0.26%
Borguna 1 300000 0.01%
Brahmanbatia 47 22350000 1.10%
Chandpur 43 14450000 0.65%
Chuadanga 57 23850000 1.07%
Jhalkati 8 2900000 0.13%
Magura 29 10050000 0.45%
Manikgonj 111 43150000 1.94%
Mymensingh 71 31000000 1.40%
Chapai Nawabgonj 20 7400000 0.33%
Netrokona 15 5650000 0.25%
Noakhali 77 32950000 1.48%
Patuakhali 16 6100000 0.27%
Sylhet 84 35100000 1.58%
Thakuargon 20 6850000 0.31%
Sub-total 622 251,300,000 11.31%
IPI above 50
Gaibandha 56 24750000 1.11%
Jamalpur 15 5600000 0.25%
Kurigram 9 3850000 0.17%
Kushtia 73 30500000 0.37%
Lalmonirhat 16 6400000 0.29%
Nilphamari 42 14300000 0.64%
Panchagar 8 3300000 0.15%
Rangpur 89 32850000 1.48%
Sherpur 16 6400000 0.29%
Sirajganj 80 33800000 1.52%
Sub-total 404 161,750,000 7.28%
The rest of the areas 4309 1,808,425,000 81.41%
Total 5,335 2,221,475,000 100%
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Annex: D — Questionnaire

BRAC Bank
EMPLOYMENT CREATION SURVEY QUESTIONNAIRE

(Introduce yourself; excplain the purpose of the survey and the voluntary nature of the interview.)

Survey Identification Number: |

Survey reviewed by: Data entered on computer by:

Client’s pin/account numbet: Unit Office:

Categorisation: D [A+ =1, A= 2, B=3, C=4]

Name of interviewer: Date of Interview:

Client information only: (Complete from program records, when possible, or by asking client.)

Name: Amount of 20 loan: [ ]
Date joined program: Loan term 20 loan: [ ]
Amount of 15t loan : ] Is client behind in repayments? (circle): Y N
Loan Term 1%t loan: | ]

Individual Level: Basic Information

1. Sex of client: 1=male 2= female D

2. Education level of client (class passed) 0=never been to school, 1= class one completed, ....... , 10= SSC, 12= HSC

13=BA, 14=MA D

3. How did you first hear about BRAC Bank?

1=CRO/BRA 2=Friends 3= BRAC 4= People in  5=Other,(specify)
C Bank Staff Bank Brochure  market
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4. What have you been able to do with the BRAC loan that you would not have been able to otherwise?

D 2)

3

5. How did you use your BRAC loan (list in order of importance)

1stloan: 1= 2= 3=
2rd Joan:1= 2= 3=
6. Other than BRAC, did you ever borrow from a Bank? Y(1) N (2) D

6.1. If yes, list three things that you like about BRAC Bank loan compared to others (according to importance)?

6.2. If no, why not?
1=Didn’t need

2= Needed but never tried
3=Tried but failed
5=0thers

7. Beside BRAC do you know of others who are providing similar credit facilities in your area? Y(1) N(2)
3=Unknown D

If yes, name(s):

8. Would you recommend BRAC Bank loan to others?
1= strongly 2= recommend 3=unsure 4=will not 5= strongly will
recommend recommend not recommend
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Household Level: Basic Information

9. How many people live in your household (eat and sleep)?

10. What type of household do you live in?

1= Nuclear 2 =Joint Family 3=0Other
Family (specify)
10.1. What are the main income sources of your 10.2. What are the main expenditures of your household (list in
household (list in order of importance)? order of importance)?
1. 1.
2. 2.
3. 3.

11. How many persons in your household are engaged in work that earns income?

12. How important is this business in the overall 1= This is the only income soutce

income for your household? 2= This is the main income soutce
3= This is one of the income sources
4= "This is 2 minor income source

13. Who is the head of your household— the person who is the principal decision-maker?

1= self, 2= husband, 3= father, 4=mother, 5 brother, 6= sister, 7= father in law, 8= mother in
law, 9 uncle, 10 aunt, 11 grandfather, 12 grandmother, 13 grandfather (mother side), grandmother D
(mother side), Others (please specify)

Enterprise
14. What type of enterprise you have.............oooiiiiiiii

15. When did you start this business (year)? D D D D

16. Is this your first enterprise?

1= Yes 2= No D

16b. If no, what was your previous enterprise:

16a. If yes, what did you previously do? D

1 = Service (please specify ) 16c¢. Is that business still running? 1=Y 2=N
2 = Student

3 = Looking for job

4= Unemployed

Other (please specify) )
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17. What is your present business...? (please circle)

1 = Primarily 2 = Primarily a 3 = A business 4 = Private limited Company
your own household partnership D
enterprise enterprise with others not

in your Others (please specify)........

household

18. What is your product cycle for this enterprise—how long does it take from the time you purchase inputs to the time
you sell most of the product? (Read the possible responses.)

1 = Weekly 2 = Fortnightly 3 = Monthly 4 = Other (specify)

]

19. Sources of Capital for your enterprise

Sources 2001 2002 2003

Amount % of total Amount % of total Amount % of total

Total

Own Capital

BRAC bank

Other sources

1.

2.
3.
4
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EMPLOYMENT RELATED

20. Include all types of staff currently working in your business, including yourself

SL | Name of Brief

employee(start with description

the owner

Join Age | Sex Prior Prior Skill for What Is it possible Relationship to
o)) @) 3) Similar Others doing change without taking employee
Experienc | Experienc | work (6) after BRAC loan )
e e (5 BRAC 1=yes 2=no (8)
loan (7)

1
2
3
4
5
6
7
8
9
10

Column 7: 1=Employed after getting the BRAC loan, 2= I can now employ this person for longer time after getting the BRAC loan, 3= No change}
Column 8: Applicable only if 1 and 2 for column (7)
Column 9: Is s/he a family member? {1=close family member, 2=distant relative, 3=no}



21. We want to understand the employment cycle of your business. We know that business is never the same
all the year round. For this, we need to ask you a set of questions for each of your staff for all the months of
the year. This can be tiring but this information is important for us. Please think carefully and provide us the
information from January 2003 to December 2003.

1 2 3 4 5 6 7 8 9 10

January Typical Hours/day
Days in month
Payment type

Total cash payout in
month

February | Typical Hours/day
Days in month
Payment type

Total cash payout in
month

March Typical Hours/day
Days in month
Payment type

Total cash payout in
month

April Typical Hours/day
Days in month
Payment type

Total cash payout in
month

May Typical Hours/day
Days in month
Payment type

Total cash payout in
month

June Typical Hours/day
Days in month
Payment type

Total cash payout in
month

July Typical Hours/day
Days in month
Payment type

Total cash payout in
month

August Typical Hours/day
Days in month
Payment type

Total cash payout in
month

September | Typical Hours/day
Days in month
Payment type

Total cash payout in
month

continued
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October Typical Hours/day

Days in month

Payment type

Total cash payout in
month

November | Typical Hours/day

Days in month

Payment type

Total cash payout in
month

December | Typical Hours/day

Days in month

Payment type

Total cash payout in
month

Payment type: {1=Daily wage, 2=Task Based Payout, 3=Monthly Salary}

22. Since getting BRAC loan have you had to? Lay off any staff {1=yes, 2=no}? : D
TS0, WY 2.

23. Have you ever been in a situation where you are unable to find skilled labour (i.e. employees who meet the
qualifications and skills which your enterprise need)? Y/N : D

24. Do you face high turnover of your employees?(please circle) 1= frequently, 2= occasionally, 3= not at all

24.1Is this a problem? (please circle) 1= yes, 2= no

Enterprise’s accumulation of machineries

25. Since borrowing from BRAC have you done the following? (Multiple options possible)

25.1 Bought machineries (1=yes, 2=no) D

If so,
Value (in taka)

Would you have bought this irrespective of the BRAC loan? {1=yes, 2=no} : |:|

25.2 Invested in repairing existing machineries (1=yes, 2=no) D

If so,
Value of investment (in taka)
Would you have repaired irrespective of the BRAC loan? {1=yes, 2=no}

25.3 Removed existing machineries 1= Yes, 2= no) : D

If so,
Value (in taka)
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26. Households income (January 2003 to December 2003)

SL Source of income Type of income If the code of type of Average income
(according to 1= regular income is 2 and 3 then how
importance) 2= seasonal may months of the year

3= irregular
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Annex E - Clients Perception of BRAC Bank’s SME Loan Product

Clients’ perception of BRAC Bank SME Unit is divided into 10 categories. It should be pointed out,
though; this piece of information was only gathered on the ‘sideline’ of the research and should
therefore only be perceived as such. In order to retrieve accurate understanding of clients’ financial
needs, financial behaviour and preference a thorough market research must be carried out.

The findings are only based on the survey sample size, thus does not represent the spectra of BRAC
Bank SME clients.

Attributes

Clients Perception

Quotes

Loan Term

BRAC Bank’s SME Unit operates with different loan
terms depending on loan type (see annex B for BRAC
Bank loan product). Since majority of respondents had
24-month loan term, clients’ perceptions on other loan
terms are not represented. However, general findings
from the field suggest the loan term is suitable for
clients, providing them monthly instalments adequate
for business cash flow.

At the same time some clients, especially clients with
high loan amounts, found the loan term short. Clients
calculated loan payment on how much their monthly
instalments were; for example, one client had a loan of
Taka 4 laks and was currently paying monthly loan
instalments of Taka 21.000. They requested for longer
loan term, which would reduce monthly instalments.
Findings from FGDs revealed that monthly instalments
proved particularly burdensome when business season
was low. During low seasons some clients were forced
to withdraw working capital to meet the monthly
instalments, because business profit was insufficient to
cover the instalments.

It should be noted that majority of clients had increased
their loan term between 15t and 20 loan from 18-24
months. However, due to BRAC Bank’s increased
interest rate (from 18-24%) monthly instalments were
not reduced, despite longer loan term.

“Loan term should be 36 months
instead of 24 months, which will
provide us smaller monthly loan
instalments”.

Loan Approval
Process

& BRAC Banks’ loan approval process was highly
valued by clients, because it provided clients access to
loan without having to face the various ‘battles’ which
they face in nationalised or commercialised banks, such
as time and bribe. The former relates to the cumulative
amount of time clients had to spend in the bank in
order to receive a loan. Some clients had spent three
months in banks without receiving loans. The time
factor is related to the fact that in many nationalised or
commercial banks in Bangladesh -indeed anywhere in
the world- a client must build a transaction relationship
with the bank, or conversely have a good relationship
with the bank manager before he/she can access a loan.

The latter relates to a statement made by many clients
that loans in formal banks cold not be accessed without
bribing influential people in the bank, or as articulated

= “Hasy to access loan- no
harassment, no bribe”

=  “BRAC Bank is very helpful
for us middle men- we do not
have collateral or money for
bribe. For example, one bank
will provide 600.000 loans, but
you will have to give 20.000 as
bribe”.

= “Before I heard about BRAC
Bank I tried to receive a loan
from Pubali Bank, but since I
had not done regular
transaction with the bank I
could not access loan”.

» T have tried other banks, but
it took lots of time- motre than
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by clients- “in order to get a loan you have to give dirty
money under the desk before you can get a loan”. Some
clients mentioned if you wanted to get a 6 lacs Taka
loan you might have to give the bank manager 20.000
Taka in order to have the loan approved.

Clients sincerely appreciated that BRAC Bank was
corruption free and exercised transparent transactions,
which also triangulated with findings from CROs.
Customer Relations Officers, for instance, explained
that BRAC Bank’s transparency and honesty was a
major factor behind the success of BRAC Bank.

six months”.

Disbursement | © An entrepreneurs business can be impeded if loan is “We run seasonal business and
Time not timely received, because it might hamper ability to with BRAC we get loans on
plan and take advantage of ‘impulsive” and profitable time. This enables us to
business opportunities. Discussions with clients revealed capture seasonal business
how timely and quick loan disbursement from BRAC opportunity”.
Bank SME Unit had facilitated them to accurately plan “I bought my water pump
stock purchase. Moreover, it had allowed clients to when the season was low for
purchase stock during lean season when prices were 15-20% less of market price.
low, which were later sold when prices were high. The When I sold it during peak
opportunity of buying when prices are low and selling season (after three months of
when prices are high had increased sales profit. purchase) the price had
increased with 30%.
Customer Relation Officers also expressed the
importance of providing timely loans, and a number of
CROs viewed timely loan provision to be BRAC Bank’s
strength - “every business has a season, but clients are
not able to get loan when the season is good”. The end
results being clients are missing business opportunities
and profit. One CRO shared an example of a client who
wanted to attend the China Fair in Dhaka, and needed a
loan within the end of the month to register. The client
received the loan in time to register, and attending the
fair enabled the client to achieve two times profit of the
loan.
Collateral © Access to collateral free loan is very important for Mortgage free loan is the best

participants. FGD sessions, and also literature review,
disclose that lack of collateral such as fixed assets and
land holdings are the main obstacles for small and
medium entrepreneurs to access loan from nationalised
and commercial banks.

Lack of fixed asset and land holding is a recognised
raison d'étre for why small and medium entrepreneurs
are unable to access loans from commercial institution.
FGDs with various clients indicated that they lack land,
or own little land, and therefore cautious about
mortgaging. Moreover, a number of entrepreneurs leave
their homestead to try ‘business luck’ in larger cities. As
a result clients are not able to use their homestead land
for mortgage due to distance between homestead land
and bank operating area. Some clients also own land
together with other family members, and the multiple
land ownership prevents them from mortgaging the
land.

thing with BRAC Bank; since I
am not settled in Gazipur I
have no assets, but with BRAC
Bank I can get loan without
asset”.

“BRAC Bank is easy in the
beginning, but then it changed-
we are fed up. In the beginning
we only needed one guarantor,
now 4-5 guarantors”.

32




Additionally, some clients expressed dissatisfaction with
number of signatures needed to access loan. . According
to clients it was quite time-consuming searching for
guarantors. In addition to time factor, some guarantors
were reluctant to act as guarantors as they were scared
of being held responsible for the loan. It should be
noted BRAC Bank requires 2 guarantors if clients
papers are in order. If a client misses some papers, such
as rent deed, the client needs more guarantors (4 or 5).

Repayments
Structure-
monthly
payment

A number of participants expressed monthly
instalments wete suitable for the business cash flow.
However, a number of clients raised a concern regarding
monthly instalments because some months business was
low and business profit was insufficient to cover the
instalment. It should be noted, though, CROs were
quite in favour for the monthly instalments because it
allowed clients to gradually repay the principal without
having to repay the whole principal at the end, which is
common for nationalised and commercialised banks.

Some participants expressed a need for a more flexible
loan instalment within fixed loan term. They would like
to pay a lot when season is good and less when season is
bad. According to clients this would enable them to
more efficiently utilise the credit, because a more
flexible loan repayment would prevent withdrawing
working capital to meet monthly instalments when
business season was low.

It should be noted that BRAC Bank’s policy allows
clients to pay in advance, which at the same time
reduces their interest payment. However, if and how
this message is delivered to clients depends on the CRO.

“We want to pay the loan what
date we want- say if I have to
pay 20.000 next months, I
would like to pay it this month,
and not have to wait until next
month”

“We are very happy with
BRAC Bank, but we have one
wish- every month we have to
pay instalments- but some
months we do not have
money. Yearly or bi-yearly
would be better for us”.

“If clients have to pay the
principal amount of 6 lacs
Taka at the end of the loan
term clients will have lots of
headache, but with monthly
instalment it will be very fine”.

Interest Rate

Focus Group Discussion revealed interest rate has
become a hot topic of discussion amongst clients as well
as CROs, and both parties expressed interest rate was
too high. The interest rate varies according to loan size
(see annex B on BRAC Bank loan product), but clients
met during this research were all paying 24 % per year
on declining balance. Clients compared current interest
rate with other commercial banks and the previous
interest on the first BRAC Banks SME Unit loan, which
was 18% (BRAC Bank increased the interest rate in
March 2003 from 18-24% in order to cover operational
costs). A number of clients expressed the only reason
they continued with BRAC Bank was because BRAC
Bank loan was collateral free. They would leave if they
could receive collateral free loans with less interest rate
from other financial institutions. CROs also raised
concern that BRAC Bank SME Unit might soon face
tough competition from commercial and nationalized
banks if interest rate is not reduced.

However, some clients expressed the challenge with
high interest rate might be overcome if BRAC Bank

“It is very easy to take loan,
but difficult to pay interest”.
“Interest rate is high, BRAC
Bank take more profit than
other banks”.

“Interest rate is a problem- it
rose from 18% to 24%, if this
will continue I do not think I
will be able to take a third
loan”.

“In order to maintain the
competitive edge, we should
reduce the interest rate to 8-

10% p.a”.
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could introduce cash credit loans. This would enable
clients to withdraw the amount they needed and only
pay interest on taken amount. At the moment clients
pay interest on whole amount irrespective if the entire
loan amount is used in one go or not.

Loan
Processing Fee

Some participants expressed the loan-processing fee was
too high, and clients felt it was unfair it had be paid for
every new loan. Findings from the field suggest that the
high loan-processing fee, which also increases according
to loan amount, had made some clients cautious about
accessing credit from BRAC Bank. A number of CROs
also expressed that the loan processing fee was high,
and emphasised it was non-refundable. Nevertheless, it
should be mentioned that loan-processing fee was not a
major issue amongst clients.

“Loan processing fee is so
high, and we have to pay it
every yeatr”.

“Loan processing fee is high
and it is non refundable. In
other banks they do not do
this”.

Promotion

Majority of participants had heard about BRAC Bank
through the CROs. BRAC Bank utilises doot-to-door
promotion strategy, where CROs go to the market and
directly talk with clients about BRAC Bank. According
to CROs the door-to-door strategy was the strength of
the SME Unit as no other banks went directly to the
market place and recruited clients. Some clients had also
hard about BRAC Bank through friends or other people
in the market whom had recommended them to seek
BRAC Bank for a loan. This is many ways indicate the
importance and value of mouth’ marketing.

But a number of CROs, especially in areas where there
were no BRAC Bank Branch, suggested that BRAC
Bank should be more forward in its promotion and
marketing strategy. CROs requested for larger signposts
to indicate BRAC Bank existence and also to make
potential clients more aware. CROs in one Unit Office
also shared that in the beginning of operation a number
of people in the market thought they were called ‘blood
bank’.

CRO told me about BRAC
Bank”.

‘T heard about BRAC Bank
through a friend of mine”.
“Many people called it blood

bank, as it was very new”.

People
(CROs)

& BRAC Bank’s CROs play an important role within
BRAC Bank SME Unit system. They are the interaction
point between BRAC Bank and clients. Findings
revealed BRAC Bank clients found CROs friendly and
appreciated CROs attitude. Clients also compared
CROs with other staff in nationalised and commercial
banks claiming BRAC Bank staff was better as they
spoke their language, respected them and did not ask for
bribe.

The CROs themselves also viewed CROs to be BRAC
Bank’s greatest asset because they treated clients with
respect and clearly explained the procedutres of BRAC
Bank to the clients. CROs would even visit clients
business in the middle of the night- if needed. Some
CRO also shared they were being invited to clients’
social functions, and would also contribute if clients lost
relatives et cetera.

The CROs are very helpful.
They tell us the systematic way
to get loan”.

“BRAC Bank staff are very
good- reliable and friendly”.
“We treat clients as assets”.
“We are BRAC Bank’s greatest
asset”.

“We create borrowers”.
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Loan
Disbursement
Place

According to BRAC Bank policy clients receive loan
either at BRAC Bank branch or in nationalised banks,
which BRAC Bank is co-operating with. Clients in areas
without BRAC Bank branch expressed discontentment
with this solution. They wanted BRAC Bank to open
general banking facilities, so they could carry out
financial transactions (including savings) with BRAC
Bank. The findings suggest clients carrying out financial
transactions with other banks were dissatisfied with the
service of these banks because they were slow in
transaction and did not treat them well.

The findings from clients triangulates well with
discussion with CRO that expressed the importance of
BRAC Bank to open general banking in order to ensure
smooth transaction of money between the BRAC Bank
Head Office and the Unit Office; in addition to
ensuring clients receive timely financial services and
transactions ate not delayed as a result of other banks
being slow.

“BRAC Bank should get their
own Bank”.

“BRAC Bank told us to open
savings in Pubali Bank, but we
are not happy as the behaviour
is bad”.

“We want general banking
from BRAC as we do not like
to go to other banks, because
other banks take time”.
“Pubali is no good, they are
delaying- after all they are our
competitors, why should they
help us”.
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