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APPENDIX I

1

COUNTRY DATA

BANGLADESH

Land area (km2 thousand) 1997 1/ 130 GNI per capita (USD) 1999 4/ 370
Total population (million) 1999 4/ 127.7 Average annual real rate of growth of GNP per

capita, 1990-98 2/
3.2

Population density (people per km2) 1998 1/ 965 Average annual rate of inflation, 1990-98 2/ 4
Local currency Taka (BDT)    Exchange rate:  USD 1.00 = BDT 58

Social Indicators Economic Indicators
Population (average annual population growth rate)
1980-98 1/

2.1 GDP (USD million) 1999 4/ 45 961

Crude birth rate (per thousand people) 1998 1/ 28 Average annual rate of growth of GDP 1/
Crude death rate (per thousand people) 1998 1/ 10 1980-90 4.3
Infant mortality rate (per thousand live births) 1998 1/ 73 1990-98 4.7
Life expectancy at birth (years) 1998 1/ 59

Sectoral distribution of GDP, 1998 1/
Number of rural poor (million) (approximate) 1/ 38.3 % agriculture 22
Poor as % of total rural population  1/ 40 % industry 28
Total labour force (million) 1998 1/ 64.1    % manufacturing 18
Female labour force as % of total, 1998 1/ 42 % services 50

Education Consumption, 1998 1/
Primary school gross enrolment (% of relevant age
group)  1997 1/

n.a. General government consumption (as % of GDP) 4

Adult literacy rate (% age 15 and above) 1998 3/ 40 Private consumption (as % of GDP) 78
Gross domestic savings (as % of GDP) 17

Nutrition
Daily calorie supply per capita, 1997 3/ 2 085 Balance of Payments (USD million)
Prevalence of child malnutrition (height for age % of
children under 5) 1992-98 1/

55 Merchandise exports, 1998 1/ 5 141

Prevalence of child malnutrition (weight for age % of
children under 5) 1992-98 1/

56 Merchandise imports, 1998 1/ 6 862

Balance of merchandise trade -1 721
Health
Health expenditure, total (as % of GDP) 1990-98 1/ 3.5 Current account balances (USD million)
Physicians (per thousand people) 1990-98 1/ 0.20      before official transfers, 1998 1/ -2 270
Percentage population without access to safe water
1990-98 3/

5      after official transfers, 1998 1/ -253

Percentage population without access to health services
1981-93 3/

26 Foreign direct investment, 1998 1/ 308

Percentage population without access to sanitation
1990-98 3/

57

Government Finance
Agriculture and Food Overall budget surplus/deficit (including grants) (as %

of GDP) 1997 1/
n.a.

Food imports as percentage of total merchandise
imports 1998 1/

15.3 Total expenditure (% of GDP) 1997 1/ n.a.

Fertilizer consumption (hundreds of grams per ha of
arable land) 1995-97 1/

1 453 Total external debt (USD million) 1998 1/ 16 376

Food production index (1989-91=100) 1996-98 1/ 111 Present value of debt (as % of GNP) 1998 1/ 23
Total debt service (% of exports of goods and services)
1998 1/

9

Land Use
Arable land as % of land area, 1997 1/ 61 Nominal lending rate of banks, 1998 1/ 14
Forest area (km2 thousand) 1995 1/ 10 Nominal deposit rate of banks, 1998 1/ 8
Forest area as % of total land area, 1995 1/ 8
Irrigated land as % of cropland, 1995-97 1/ 43

n.a. not available.
a/ Data are for years or periods other than those specified.
1/ World Bank, World Development Report, 2000
2/ World Bank, Atlas, 2000
3/ UNDP, Human Development Report, 2000
4/ World Bank, World Development Indicators database, 2001
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 II

PREVIOUS IFAD LOANS TO BANGLADESH

Project Name Initiating
Institution

Cooperating
Institution

Lending
Terms

Board
Approval

Loan
Effectiveness

Current
Closing Date Loan Acronym Currency

Approved
Loan

Amount

Disbursement (as
% of approved

amount)
Pabna Irrigation and Rural Development
Project

AsDB AsDB HC 11 Dec 78 28 May 79 31 Dec 92 L - I - 9 - BAN USD 30 000 000 100%

Fertilizer Sector Programme IFAD World Bank:
IDA

HC 19 Dec 79 12 Feb 80 30 Jun 85 L - I - 31 - BA SDR 19 450 000 91.6%

Small Farmer Agricultural Credit Project IFAD AsDB HC 16 Sep 80 13 Jan 81 31 Dec 85 L - I - 41 - BA SDR 17 200 000 100%
Southwest Rural Development Project IFAD World Bank:

IDA
HC 08 Sep 81 18 May 82 31 Dec 90 L - I - 73 - BA SDR 20 450 000 61.8%

North-West Rural Development Project AsDB AsDB HC 09 Dec 82 12 Oct 83 31 Dec 91 L - I - 110 - BA SDR 13 700 000 21.9%
Small-Scale Flood Control, Drainage and
Irrigation Project

IFAD World Bank:
IDA

HC 13 Dec 83 27 Jun 84 30 Jun 93 L - I - 137 - BA SDR 10 400 000 60.5%

Grameen Bank Project IFAD UNOPS HC 12 Dec 84 24 Sep 85 31 Dec 90 L - I - 161 - BA SDR 23 600 000 100%
Marginal and Small Farm Systems
Crop Intensification Project

IFAD UNOPS HC 02 Dec 86 28 Aug 87 30 Jun 96 L - I - 194 - BA SDR 8 950 000 52.9%

Oxbow Lakes Small-Scale Fishermen
Project

IFAD UNOPS HC 01 Dec 88 20 Oct 89 31 Dec 97 L - I - 237 - BA SDR 5 600 000 60.0%

Grameen Bank Phase III Project IFAD UNOPS HC 25 Apr 89 08 Mar 90 30 Jun 95 L - I - 239 - BA SDR 6 200 000 100%
Smallholder Livestock Development
Project

IFAD UNOPS HC 04 Apr 91 14 Dec 91 31 Dec 99 L - I - 280 - BA SDR 7 650 000 78.7%

Special Assistance Project for Cyclone
Affected Rural Households

IFAD UNOPS HC 04 Sep 91 24 Jan 92 31 Dec 99 L - I - 287 - BA SDR 11 550 000 98.9%

Netrakona Integrated Agricultural
Production and Water Management
Project

IFAD UNOPS HC 02 Dec 93 08 Jul 94 30 Jun 01 L - I - 343 - BD SDR 6 400 000 98.2%

Employment-Generation Project for the
Rural Poor

IFAD UNOPS HC 12 Apr 95 24 Oct 95 30 Jun 02 L - I - 378 - BD SDR 9 950 000 98.6%

Small-Scale Water Resources
Development Sector Project

AsDB AsDB HC 06 Dec 95 10 Jun 96 31 Dec 02 L - I - 391 - BD SDR 7 000 000 85.9%

Agricultural Diversification and
Intensification Project

IFAD IFAD HC 29 Apr 97 04 Dec 97 31 Dec 04 L - I - 443 - BD SDR  13 650 000 70.3%

Third Rural Infrastructure Development
Project

AsDB AsDB HC 04 Dec 97 01 Jul 98 30 Jun 05 L - I - 457 - BD SDR 8 500 000 57.0%

Aquaculture Development Project IFAD UNOPS HC 23 Apr 98 08 Dec 98 31 Dec 05 L - I - 472 - BD SDR 15 000 000 32.3%
Smallholder Agricultural Improvement
Project

IFAD UNOPS HC 29 Apr 99 17 Mar 00 30 Sep 06 L - I - 505 - BD SDR 13 650 000 31.8%

Sunamganj Community-Based Resource
Management Project

IFAD UNOPS HC 12 Sep 01 14 Jan 03 30 Sep 14 L - I - 567 - BD SDR 17 550 000
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LOGICAL FRAMEWORK
Narrative Summary Verifiable Indicators Means of Verification Assumptions and Risks

Goal
Improved livelihoods and
food security of moderately
poor and hard-core poor
households and
empowerment of women

• Percent graduate from poverty
• Millennium Development Goal
• % of children <5 years stunted

compared to present levels in project
area

• Women’s decision-making

• Project impact surveys and
other surveys, e.g. Bangladesh
Institute of Development
Studies, Bangladesh Bureau
of Statistics

• Rapid nutrition surveys
• Project impact surveys and

participatory impact
monitoring

Overall economic situation remains
stable.
Real price of rice does not increase
sharply.

Objective
Adoption of sustainable
income-generating
activities and livestock
technologies by the
moderately poor and hard-
core poor and the
acquisition of livestock
knowledge by PKSF and
POs

• Income and employment generated by
project activities including livestock
production

• Participation by women and the poor
in economic activities

• Technical livestock knowledge of the
PO technical assistants and PKSF desk
officers

Project impact surveys and
participatory impact monitoring

Small-scale livestock and other
enterprises remain profitable relative
to other opportunities, and are within
the capacity of moderately poor and
hard-core poor households.

Output
Sustainable savings and
credit programmes

• Microfinance services reach 234 000
members of new groups
(disaggregated by gender)

• Hard-core poor proportion of new
borrowers 25% disaggregated by
gender

• Loan recovery at least 95%
• NGO area offices financially

sustainable after three years

PKSF monitoring data – existing
MIS indicators

Sufficient number of target
households are available who are not
involved with other MFIs.
NGOs are able to cover all support
costs from interest income.

Community-based
organizations established

• No. of groups formed – 11 700
• Indicators of group strength

PKSF monitoring data – existing
MIS indicators

Government remains supportive of
NGO-MFI credit system.

Livestock and other skills
developed, technical
support provided by NGOs

• No. of livestock technical assistants
trained – 170 (disaggregated by
gender)

• No. of PKSF and other NGO staff
trained in livestock and microcredit

• 276 000 members (disaggregated by
gender) of new and existing groups
trained, receive technical support and
follow-up training

Project monitoring data – new
MIS indicators

NGOs are willing and able to recruit,
and continue to employ appropriate
technical livestock staff. DLS staff
participates in training activities.

Input supply assured Supplies of Sonali chicks, vaccinations,
fodder seedlings, etc

Project monitoring data – new
MIS indicators

NGOs sustain technical services.
Input supply activities are profitable.

Livestock technology
developed and tested

Research results Research reports Research results in viable new
technologies.

Private sector and NGOs
capable of supporting
livestock producers

No. of livestock technical staff
(disaggregated by gender) providing
technical support

NGO and project reports Natural calamities and disease
epidemics do not disrupt
development.

Activities Implementation
Microcredit programme
and technical support for
moderately poor and hard-
core poor

• About 20 small/medium partner NGOs
open 130 new area offices, and
provide credit, technical training and
livestock technical support to
borrowers

• About 8 small/medium partner NGOs,
with 40 existing area offices, provide
technical training and livestock and
technical support to borrowers

PO and PKSF reports Sufficient smaller NGOs interested in
concept of credit+technical support.
NGOs able to open and staff new area
offices within three-year period.

Research programme 5 research contracts, 6 socio-economic
studies, community research, 25
scholarships

Research reports Research organizations (BLRI,
Bangladesh Agricultural University,
etc.) willing to be contracted.

Project management and
support

PKSF establishes a PCU, and manages
implementation
PKSF organizes training for NGO and
PKSF staff, workshops, monitoring and
evaluation
PKSF provides support to NGOs

PKSF reports PKSF able to recruit a few key staff –
project coordinator, livestock
coordinator and training coordinators.
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 IV

COST AND FINANCING
Expenditure Accounts by Component – Total Including Contingencies

(USD ’000)
Technical Support

Training Project Implementation Support
for Staff
of PKSF

and Other Research Monitoring Support for
Training for PO Staff Government and Project and Partner

Microcredit beneficiaries Training Agencies Development Coordination Evaluation Organizations Total
 I. Investment Costs

A. Vehicles
4WD - - - - - 122.2 - - 122.2
Motorcycles - - - - - - - 291.0 291.0
Bicycles - - - - - - - 89.6 89.6

Subtotal - - - - - 122.2 - 380.7 502.9
B. Equipment and Goods

Office Equipment - - - - - 37.5 - 448.0 485.5
Office Furniture - - - - - 4.5 - - 4.5

Subtotal - - - - - 42.0 - 448.0 490.0

C. TA
a
, Training and Studies

Beneficiaries Training - 4 924.9 - - - - - - 4 924.9

Staff Training- Project
b - - 309.8 355.6 - - 0.4 - 665.9

Staff Training – PKSF
c - - 82.5 - - - - - 82.5

National TA - - - - - 51.6 12.4 - 64.0
Studies - - - - 232.6 - 213.4 - 446.1

Subtotal - 4 924.9 392.4 355.6 232.6 51.6 226.2 - 6 183.4
D. Credit 10 545.5 - - - - - - - 10 545.5

Total Investment Costs 10 545.5 4 924.9 392.4 355.6 232.6 215.8 226.2 828.7 17 721.8
II. Recurrent Costs

A. Subsidy
Technical Assistants - - - - - - - 530.2 530.2
Credit Assistants - - - - - - - 1 015.5 1 015.5

Subtotal - - - - - - - 1 545.6 1 545.6
B. Salaries and Allowances

Contracted Staff Salaries - - - - - 268.3 - - 268.3
Desk Officers Salaries - - - - - 177.5 - - 177.5

Contracted Staff Allowances
d - - - - - 19.2 - - 19.2

Desk Officers Allowances
e - - - - - 35.1 - - 35.1

Subtotal - - - - - 500.2 - - 500.2

C. Vehicles O&M
f
 Costs - - - - - 89.1 - - 89.1

D. Office O&M Costs - - - - - 91.8 - - 91.8

E. PO contribution
g - - - - - - - 218.2 218.2

Total Recurrent Costs - - - - - 681.1 - 1 763.9 2 444.9
Total PROJECT COSTS 10 545.5 4 924.9 392.4 355.6 232.6 896.9 226.2 2 592.5 20 166.7

Taxes - - - - - 113.0 - - 113.0
Foreign Exchange - - - 334.9 - 143.6 54.4 574.3 1 107.2

a 
Technical Assistance.

c
 Financed by PKSF.

 f
 Operation and maintenance.

b 
Financed by IFAD.

d
 
e
 Based on government rates.

g
 PO overheads.
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Disbursement Accounts by Financier
(USD ’000)

Local Duties
IFAD PKSF NGO POs Total Foreign (Excl. and

Amount % Amount % Amount % Amount % Exchange Taxes) Taxes
Vehicles 62.3 51.0 59.9 49.0 - - 122.2 0.6 50.1 12.2 59.9
Office Equipment 36.5 86.9 5.5 13.1 - - 42.0 0.2 32.3 4.2 5.5
Equipment Loan 828.7 100.0 0.0 - - - 828.7 4.1 574.3 254.4 -
Training

1. Project Training
a 5 590.8 100.0 0.0 - - - 5 590.8 27.7 334.9 5 255.9 -

2. PKSF Training
b - - 82.5 100.0 - - 82.5 0.4 - 82.5 -

Subtotal 5 590.8 98.5 82.5 1.5 - - 5 673.3 28.1 334.9 5 338.4 -
Technical Assistance and Studies 510.1 100.0 0.0 - - - 510.1 2.5 54.4 455.7 -
Microcredit 7 381.8 70.0 3 163.6 30.0 - - 10 545.5 52.3 - 10 545.5 -
Subsidy on POs’ Field Assistants 1 545.6 100.0 - - - - 1 545.6 7.7 - 1 545.6 -
Salaries and Allowances

1. Salaries
Contracted Staff 268.3 100.0 - - - - 268.3 1.3 - 268.3 -

Desk Officers
c - - 177.5 100.0 - - 177.5 0.9 - 177.5 -

Subtotal 268.3 60.2 177.5 39.8 - - 445.8 2.2 - 445.8 -
2. Allowances

Contracted Staff 19.2 100.0 - - - - 19.2 0.1 - 19.2 -

Desk Officers
d - - 35.1 100.0 - - 35.1 0.2 - 35.1 -

Subtotal 19.2 35.4 35.1 64.6 - - 54.4 0.3 - 54.4 -
Subtotal 287.5 57.5 212.7 42.5 - - 500.2 2.5 - 500.2 -
Operation and Maintenance costs

Vehicles O&M 54.4 61.0 34.8 39.0 - - 89.1 0.4 38.3 16.0 34.8

Office Operating Expenses
e - - 91.8 100.0 - - 91.8 0.5 22.9 56.0 12.8

Subtotal 54.4 30.0 126.5 70.0 - - 180.9 0.9 61.3 72.0 47.6

POs’ Contribution f - - - - 218.2 100.0 218.2 1.1 - 218.2 -

Total 16 297.7 80.8 3 650.8 18.1 218.2 1.1 20 166.7 100.0 1 107.2 18 946.6 113.0

______________
a
 Financed by IFAD.

b
 Financed by PKSF.

c
 Financed by PKSF.

d
 Financed by PKSF.

e
 Financed by PKSF.

f
 To cover overheads.
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IMPLEMENTATION ARRANGEMENTS AND RESPONSIBILITIES

Responsibilities of PKSF

1. PKSF will have overall responsibility for project implementation under the terms and
conditions of the subsidiary loan and grant agreement (SLGA). The responsibilities of PKSF are to:
(i) select interested and capable medium and small NGOs as POs to provide microfinance services
and technical support to beneficiaries from the moderately poor and hard-core poor groups in the
project area; (ii) disburse loans to POs for on-lending to the beneficiaries and to purchase equipment
for new area offices; (iii) disburse grants to POs to cover a proportion of the costs of providing
technical livestock services by new and existing area offices; (iv) procure equipment and vehicles for
PKSF and hire short-term national consultants as needed; (v) develop the existing MIS to include
technical support and training activities; (vi) monitor the performance of POs in accordance with the
MIS; and (vii) liase with IFAD.

2. PKSF will also: (i) operate the special account under the authorization of the MOF and the
project account; (ii) provide training to the staff of the POs on microfinance and the technical aspects
of livestock production, and ensure the quality of the training in livestock production provided to the
POs and by the POs to the beneficiaries; (iii) select staff to attend short-term overseas courses; and
(iv) select livestock and poverty specialists to join the research committee.

3. In addition, PKSF will have responsibilities for planning, budgeting, reporting and for
preparing and submitting withdrawal applications. It will: (i) prepare an annual work programme and
budget based on the expected disbursements by the participating area offices of the selected medium
and small POs during the following year for review and comment by IFAD and the cooperating
institution by 15 May each year; (ii) prepare and submit half-year and annual progress reports in
English, in a format acceptable to IFAD and the cooperating institution no later than 15 February and
15 August each year; (iii) prepare an annual financial statement for all project expenditures in the
province for submission to IFAD and the cooperating institution by 30 September each year; (iv)
continue the appointment of an independent external auditor acceptable to IFAD and arrange for the
completion of the audit by 31 December each year; and (v) consolidate and submit regularly
withdrawal applications for all project-financed activities for onforwarding to the MOF and IFAD for
reimbursement or replenishment of the special account.

Responsibilities of POs

4. POs will have responsibility for the provision of microfinance services to the target group in the
project area. In this respect, the POs will: (i) select the location for new area offices and identify
target-group households following the project’s targeting procedures under the overall guidance of
PKSF; (ii) recruit livestock technical assistants for each participating area office; (iii) form
microcredit groups from among the members of target-group households, with women accounting for
the vast majority of the members; (iv) provide microfinance services to the group members in
accordance with their own procedures; (v) provide technical livestock training and training in social
development to the members of the credit groups; (vi) repay loans to PKSF in accordance with the
loan agreements; and (vii) provide PKSF with regular reports of project lending and provision of
technical training and support as required by PKSF and following the prescribed formats and
timetable. The targeting arrangements, which involve participatory wealth ranking, will identify the
project beneficiaries in a transparent and highly participatory way, and ensure that the project’s
assistance is targeted to the moderately poor and hard-core poor. Beneficiaries will: (i) identify the
income-generating activity for which they will borrow from the POs; (ii) attend the regular group
meetings to make savings, deposits and loan repayments; to receive technical, social and microfinance
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training; and to review the performance of members’ loan-financed income-generating activities; and
(iii) participate in impact assessments.

Microfinance component

5. Terms and conditions for loans to POs will follow PKSF terms and conditions. Credit for
lending to the beneficiaries will be repaid by POs to PKSF over three years, with a six months’ grace
period and a service charge of 4.5% per annum.

6. Implementation will start with PKSF making informal visits to project districts and holding
discussions with NGOs that it has identified as being interested in developing technical support
services to complement microfinance. Information will be collected on existing coverage by
microcredit and pockets of particular poverty. Further meetings with NGOs will be held, and PKSF
will select a number of NGOs (around 20 existing POs) to implement the project. From these
discussions and visits, a project implementation plan will be drawn up with each NGO. This will
describe the project objectives and planned activities, and set out project implementation
arrangements including the preparation of annual workplans, funding requirements and monitoring
arrangements. Actual field implementation will be the responsibility of these NGOs. The PKSF
project coordination unit (PCU) will help in formulating these plans, which will form the basis against
which the performance of the NGO will be measured.

7. For the beneficiaries, the loans provided by the PO can finance any legal income-generating
activity chosen by the beneficiaries. Livestock enterprises are likely to predominate, but the choice of
enterprise will reflect the requirements of the market as perceived by the beneficiaries, advised by the
POs.

8. POs will follow their own procedures on group formation, group meetings, training in
microcredit, group management, savings mobilization, the terms and conditions of the loans to the
beneficiaries, loan disbursement and repayment arrangements, interest rates, etc. POs will provide
technical training (livestock and other subjects) and technical livestock support as part of their
approach to group management. There will be no special area offices specifically to handle the groups
of hard-core poor, but members of each group will come from the same socio-economic group.

NGO Selection

9. PKSF’s will apply their existing criteria for the selection of small and medium POs. This will
include, inter alia, the following criteria.

10. The organization should have: (i) a legal basis (i.e. if it is a non-government and voluntary
organization, it should be registered with the appropriate registration authority and have a constitution
duly approved by that authority; and (ii) a general body and an executive committee approved by the
relevant registration authority. In case of government, semi-government and local bodies, the
organization must have followed procedures laid down in law. The organization should have
mandates to: (i) operate a credit programme for the self-employment and income-generation activities
of the landless and assetless, with an admissible service charge; and (ii) borrow money from
government, semi-government, private and any other organizations.

11. The organizer or founders should be: (i) socially reputable, respected, honest, with the
intention of serving the poor; and (ii) acceptable to the staff, group members and to the community in
general. He or she should also have the capability and vision to develop a strategic plan for the
organization.
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12. Management. The organization should have the structure and an adequate number of full-time
staff to ensure proper implementation of a microcredit programme. In addition, the chief executive
should: (i) work full time for the organization and should possess the mentality to work on a long-
term basis and for local organizations; (ii) have good and dynamic leadership qualities, demonstrate
good management capability and be able to formulate strategic plans for the organization; and (iii)
have a good reputation and be acceptable to the staff and group members, and to the community in
general.

13. Human resources. The organization should have trained and skilled manpower to administer
the organized group and to maintain a sound accounting system. Staff should be honest and dedicated.

14. The area of operations of the organization should be: (i) well-suited for microcredit operations
with a good communications network, banking facilities and easy access to markets so that the
borrowers can use their loan profitably; and (ii) poverty-stricken. In addition, there should be potential
for expansion of the programme by avoiding duplication with the activities of other organizations in
the same area.

15. Field activities. Members of the beneficiary groups will be those living in rural areas, owning
less than 0.50 acre of cultivable land or having total assets worth less than one acre of land in that
locality. Members of a group must be like-minded people who should be careful about group
discipline, and regular in attending group meetings and in making savings deposits. Members should
have a minimum of six months of practice of regular savings deposits. The organization should have
at least 400 organized members, a BDT 0.2 million operating loan outstanding at field level, and at
least six months of experience at successful microcredit operation. The number of organized members
should be consistent with the working/operating capital of the organization. Groups should be
organized within a 10 km radius of the project office. In the case of a local organization, the head
office should be situated in the working/operational area. The organization has to maintain a
minimum loan recovery rate of 98% on a continuous basis.  For a programme operating for more than
three years, a minimum loan recovery rate of 95% has to be maintained on a continuous basis.
Overlapping with the activities of other organizations in the same area must be avoided.

16. Past performance. The organization should have: (i) a demonstrated experience of ensuring
the proper use of loan money by maintaining a high recovery rate on a continuous basis; (ii) evidence
of successful implementation of all programmes it has undertaken; and (iii) properly organized
members and groups for successful operation of a microcredit programme.

17. Management information system. There should be a MIS for collecting information from
member, group and office levels for proper management and monitoring and microcredit operation.
Adequate information should be available regarding microcredit operations.

18. Accounting system. The organization should: (i) maintain a sound, systematic, correct,
detailed and transparent accounting system; and (ii) not have any misappropriation or illegal
withdrawal of funds. The savings accounts of the group members must be complete, transparent and
correct. All the accounts (i) should be duly audited by the proper authority and the reports should be
readily available; and (ii) must be correct and updated.

19. Additional project requirements. NGOs implementing this project will be recruited from
among existing medium and small POs and will have: (i) an interest in developing and sustaining a
technical support capacity in the livestock sector; (ii) a particular interest in working with the hard-
core poor; (iii) a willingness to set up a separate cell for this project; (iv) good links to local, regional
and national-level governments and NGO service providers in livestock, health, education and other
relevant subjects; (v) an existing capacity (or prepared to develop one) to identify and select the hard-
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core poor through both quantitative and qualitative approaches; and (vi) a capability to conduct
baseline surveys and impact evaluations.

20. The project will target the moderately poor and hard-core poor, with the latter to account for
25% of the beneficiaries of the area offices established with project assistance. POs will use analysis
of secondary data, the experience of other NGOs and wealth-ranking procedures to target the project’s
financial assistance at the moderately poor and hard-core poor. PKSF staff will also be actively
involved in the whole process. POs will use the following four-step approach to targeting the
moderately poor and hard-core poor who are the target group.

• Review of secondary data on the poverty situation: primary identification of poor areas
using secondary data including: (i) food security index of the World Food Programme;
(ii) Bangladesh Bureau of Statistics data on calorie intake; (iii) land ownership data;
(iv) numbers of vulnerable group development cards of each area; and (v) poverty
assessment documents of the United Nations Children’s Fund.

• Share experience with national and local-level NGOs working with credit and/or other
development programmes, which may have much experience on the poverty situation in the
project districts. This data will then be used to make a list of poor districts, upazilas and
villages, which will be cross-checked with the findings from the secondary data.

• Wealth ranking/poverty mapping will involve three levels of targeting: (i) selection of
villages within the project districts. Based on the findings of the first two steps, there will be
a prioritized list of poor upazilas in each of the project districts. Each poor upazila will be
further assessed for identification of poor villages; (ii) selection of hamlets in each village
with a concentration of poor households through participatory assessments using poverty
mapping; and (iii) selection of households within a hamlet. Based on poverty
mapping/wealth ranking, the local community will select the poor, including the hard-core
poor. The criteria defined by the community will be the key to the wealth-ranking exercise.
To avoid manipulation by local groups with vested interests, the stated objective of wealth
ranking will be to obtain baseline data for project implementation. Details of the activities to
follow will not be specified.

• Verification: poor and hard-core poor households will be physically verified and cross-
checked and matched with the ‘word pictures’ of poor households. A primary list of
households in each category will be prepared, with final selection following the next step.

21.  Finally, there will be discussions between project staff and members of individual households
to confirm their willingness to participate in the project and for one household member, preferably a
woman, to become a member of a group in line with the procedures of the PO.

Technical Support Component

22. The PCU will be staffed by a team of PKSF staff, under a project coordinator. The team will
include a livestock coordinator and two livestock training officers. The livestock coordinator will be a
senior national livestock professional based in PKSF, who will guide PKSF in its livestock activities
within the project framework. Together with the training officers, the livestock coordinator will
formulate training and extension plans, help prepare training materials, identify training organizations
and resource persons as trainers, and provide overall supervision of research contracts.

23. The training officers will be responsible for the organization and supervision of training.
Specifically, they will assess training needs, specify training courses, draw up annual training plans,
and monitor their implementation. One of the training officers will be responsible for supporting the
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training of beneficiaries by NGOs, and will ensure that this training is properly carried out and of
good quality. The other training officer will focus on training NGO staff, especially the technical
assistants.

24. It is envisaged that the PCU itself will organize training of NGO staff, which will be contracted
out to technically competent public or private-sector organizations in continuation of the practice
already established by many NGOs. For instance, training of NGO livestock technical assistants could
be contracted to BRAC, which already trains a similar cadre of staff for its own field offices.  PKSF
has considerable experience in organizing training for the staff of its partner NGOs, and trained 793
such people in 2000/1.

25. Each of the PKSF partner organizations will employ a technical assistant. The POs will be
expected to draw up annual workplans with schedules for group formation, training and technical
support work during the coming year. The PCU will help in formulating these plans, which will form
the basis against which the performance of the PO will be measured.

26. PKSF’s PCU will be supported by short-term national consultants (for a total of 39 person-
months) to provide additional specialist expertise. For livestock, this will supplement the expertise of
the livestock coordinator.

Monitoring and Evaluation

27. Monitoring and evaluation will be a crucial part of project implementation and will involve
regular beneficiary impact assessments. PKSF will be responsible for all M&E activities, with the
POs providing regular reports in accordance with PKSF procedures. The proposed system consists of
two elements: (i) extension of PKSF’s current monitoring system to cover training and technical
support activities; and (ii) sample surveys to gather detailed information on livestock enterprises and
project impact, including participatory monitoring and rapid nutrition surveys.

28. Progress monitoring. The PKSF monitoring system is at the centre of PKSF’s routine
operations. It is implemented as follows:

29. Monthly off-site monitoring: every month the PO sends a standard reporting form to PKSF
with information on changes in borrowers, savings, loan disbursement and recovery. In addition, POs
submit information on their financial performance. POs also regularly send a list of their borrowers to
PKSF.

30. Field visits by PKSF desk officers: Field visits are the backbone of the monitoring system.
Usually each PO is visited every three months and each visit lasts four days. During the visits, the
monthly information submitted by POs is verified, down to the branch and individual borrower levels.
PKSF officers make suggestions to improve PO management and the visit is part of the effort to
develop the PO institutionally.

31. Annual audit by internal audit team: PKSF conducts an audit of all POs, usually annually,
before sanctioning a major expansion of their loan. The audit reports are directly submitted to the
managing director of PKSF.

32. Audit by audit firm: As a part of annual financial auditing of PKSF, an external audit firm is
engaged to verify the financial position of sample POs. In the future, 100% of POs will be covered by
external audit, as well as PKSF itself.

33. Information is recorded on a comprehensive computerized MIS and will provide data on
outputs and activities for comparison with indicators in the logical framework. The MIS not only
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includes data collected by PKSF, but it is being extended to the PO level so that they can use it for
their own management data. PKSF aims to visit sufficient PO branches, groups and individual
borrowers to collect enough data to be 95% certain that the information collected accurately
represents the overall PO position. The monitoring officer in the PCU will be responsible for collating
and analysing the data relevant to this project.

34. Impact surveys. The project will include three approaches to impact measurement: (i) an
annual questionnaire survey of a sample of 600 beneficiaries, including control groups focused on the
impact of project-related activities and undertaken by an outside agency; (ii) annual participatory
impact monitoring to obtain more subjective feedback from beneficiaries, carried out by PO staff,
who will receive the necessary training, with PKSF assistance; and (iii) rapid nutrition surveys in
PY1, 3 and 6 carried out by an outside agency to assess the extent of stunting among children less
than five years old, a good proxy for household food security.
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ECONOMIC AND FINANCIAL ANALYSIS

1. IFAD does not require detailed economic analysis for microfinance projects for obvious
reasons. The likely uptake of loans for the different livestock and off-farm income-generating
activities cannot be known with any certainty. However, financial viability analysis has been
performed for a number of likely livestock and non-farm income-generating investments.

2. Livestock enterprises. Eight livestock production models were prepared to assess the returns
available to the moderately poor and hard-core poor from investing in livestock. Table 1 summarizes
the financial returns from these livestock production models. Using conservative performance figures,
the livestock production models are reasonably attractive, generating between BDT 219 and 5 409 per
year incremental cash or in-kind benefits and providing a with-project return to labour between
BDT 27 and 105 per labour-day.

Table 1: Financial Returns - Livestock Production Models

Net Income after Financing (BDT/year) Return to Family Labour (BDT/day)Item

Without
Project

With
Project Incremental %

Without
Project

With
Project Incremental

Desi Chicken Flock
a

759 978 219 29 21 27  
b

Local Duck Flock
a

1 137 1 819 682 60 31 50  
b

Sonali Layers  1 341 1 341   37 37

Breeder of Sonali Chickens  2 742 2 742   38 38

Chick Rearing  3 830 3 830   58 58

Small Flock Goat Rearing  3 021 3 021   55 55

Desi Milking Cow Rearing  5 409 5 409   74 74

Beef Fattening
a

2 132 5 742 3 610 169 58 105 198
a Existing enterprises in without-project situation.
b There is no incremental labour in the desi chicken and local duck models so there are no incremental returns to incremental labour.

3. Non-farm income-generating activities. In addition to livestock, other opportunities for
economic growth and investment in rural areas are village-level activities such as workshops, petty
trade, rickshaw/van operation, boating, weaving, mat making, etc. Table 2 summarizes the financial
returns from a sample of such enterprises with small credit requirements. All these enterprises have
labour requirements within the capacity of the moderately poor and hard-core poor families and the
returns are attractive to these groups.

Table 2: Financial Returns-  Off-farm Enterprise Models (BDT)

Item Net Income
After

Financing
(BDT)

Labour-
days

Return per
Labour-

day
(BDT)

Rice Trading 8 587 64 134

Bamboo Basket Making 7 892 96 82

Snack Production 2 802 36 78

Rice Husking 5 244 64 82

Puffed Rice Production 5 254 96 55

4. Household models. Four farm models have been prepared to analyse the impact of the project
on the income of target-group households. The increase in income for new credit groups has been
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calculated assuming adoption of the livestock and non-farm enterprises listed in the above tables. The
four models in Table 3 are partial household models and do not include non-farm sources of income
such as remittances.

Table 3: Household Models – BDT

Scenario Net Annual Income (BDT) Household Labour
(days)

Category of Beneficiaries

p.a. Increment % All F M

Return
per
day

Incl.
Return

per
Inc.
day

Without Project 17 455 394 142 252 44Model 1 – Moderately
Poor-Existing Credit Group

With Project 21 438 3 983 23 412 155 258 52 221

Without Project 15 323 358 118 240 43

With Project Minimum 17 037 1 714 11 382 134 248 43 71

Model 2 – Moderately
Poor-New Credit Group

With Project Maximum 23 798 8 476 55 454 167 288 56 88

Without Project 9 946 288 103 185 35

With Project Minimum 11 287 1 341 13 324 127 197 35 37

Model 3 - Hard-Core Poor
–New Credit Group

With Project Maximum 17 838 7 892 79 384 151 233 50 82

Without Project 5 647 180 180 31

With Project Minimum 6 075 428 8 180 180 34

Model 4 - Hard-Core Poor
–New Credit Group –
Woman-Headed Household

With Project Maximum 12 634 6 987 124 180 180 70

5. Labour availability. Labour should not be a constraint as households with two people
working, of whom one is only available for 50% of the time, can provide the extra labour required.
The enterprises proposed will only marginally increase the amount of monthly labour required, which
will be provided by available household labour (men and women). Overall, the increase in annual
income ranges from 8 to 124%. These estimates are in line with the experience of existing microcredit
programmes and should provide a sufficient incentive for the beneficiaries to take up credit, although
several loan cycles are normally needed to lift a household out of poverty.

6. Viability of NGO area offices. The cost of operating a new area office is BDT 500 300 per
annum. Projections of cash flow and profit/loss for a new area office shows the area office to be
profitable from year 2 when there is a profit of BDT 60 000, which increases to BDT 1.0 million in
year 9. With the planned grant assistance from PKSF to finance a proportion of the salary costs, the
annual cash flow of the area office is always positive, thus providing an adequate financial incentive
for POs to participate in the project. The analysis demonstrates that the POs will be able to continue to
provide livestock technical support and training together with microfinance services when project
assistance ends. A sensitivity analysis shows that even with lower average loan sizes and fewer
members, the area office is still financially viable and profitable from year 3. For example, with 20%
fewer members and a 20% reduction in the average loan size, the profit is BDT 200 000 (USD 3 450)
in year 3, increasing to BDT 480 000 (USD 8 275) in year 10.




