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An MFI is defined herein as a single organization (for example, a nongovernment
organization providing microfinance) or a unit whose primary business is microfinance
within a diversified institution (for example, a microfinance unit within a commercial

bank).
Carpenter 1997, p.17.

Similar to Christen’s (2000, p.5) use of the term mission drift in this report refers to the
shift in MFI focus from the poor or poorest to relatively higher-income clients.

Mosley and Hulme 1998.
Women’s World Banking 2002, p.6.

The financial systems approach to microfinance considers microfinance as part of a
country’s general financial services market, focuses on the development of sustainable
financial institutions, and recognizes that microfinance clients are willing to pay the
full cost of these services, if they are designed and delivered consistent with their specific
needs (Von Pischke 1988; Otero and Rhyne 1994).

These districts include Bogra, Brahmmanbaria, Gazipur, Manikigonj, Narayangonj,
Tangail, (and Savar township within Dhaka District).

Similar to Christen’s (2000, p.5) use of the term, mission drift in this study refers to the
shift in MFI focus from the poor or poorest to relatively higher-income clients.

See for example, Poyo and Young 1999; Christen 2000.

“Formal institutions are defined as those that are subject not only to general laws and
regulations, but also to banking regulation and supervision. Semi-formal institutions are
those that are formal in the sense of being registered entities subject to all relevant
general laws, including commercial laws, but informal insofar as they are, with few
exceptions, not under banking regulation and supervision. Informal providers (generally
not referred to as institutions), are those to which neither special banking law nor
general commercial law applies and whose operations are such that disputes arising
from contact with them, often cannot be settled by recourse to the legal system”
(Ledgerwood 1999, p.12-13).

Internationale Projekt Consult GmbH 2002.
Fleisig 1996, p.45; Lyman 2000, p.39-41.
World Bank 2001, p.1.

The HDI measures a country’s achievements in terms of life expectancy, educational
attainment, and adjusted real income (UNDP 2001, p.3).

ADB 2001b, p.3.

FY2001 national accounts data are now under revision (ADB 2001a, p.1)
ADB 2001a, p.4.

ADB 2000b, p.18.

ADB 2000b, p.4.

ADB 2001a, p.5.
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21
22
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26
27
28
29
30
31
32
33
34

35
36

37

38

ADB 2001b, p.1

ADB 2001b, p.2. The MFA is a system of quotas that limits the importation to Bangladesh
of many types of garments and textiles. These quotas are due to be removed on 1
January 2005 and this is expected to place the viability of some 1,500 factories in doubt
because of their inability to compete with the quality or low cost of garment and textile
exports from countries such as the Republic of China and India. Manufacturing of
ready-made garments provides employment for more than 1.5 million people, many
of whom are women, and generate nearly 80% of the export earnings of the country.
Phase-out of the MFA implies a potentially significant economic loss of employment
and income for mainly poor industry workers unless preventative measures are taken
in the near future to boost the cost efficiency and quality of the Bangladeshi garment
and textile industries.

USAID 2002.
World Bank 2002.

Bangladesh has a two-tier banking system comprising: i) Bangladesh Bank, fulfilling
the functions of a central bank; and ii) 4 nationalized commercial banks (Agrani Bank,
Janata Bank, Rupali Bank, and Sonali Bank), 5 public sector specialized banks, 25
private banks (domestically incorporated); 4 Islamic banks (domestically incorporated),
and branches of 12 foreign banks. The nonbank financial institutions comprise 4 public
development finance institutions, 8 private sector leasing companies, 2 government-
controlled and 32 private insurance companies, several cooperative institutions, and 2
investment companies (ADB 1998, p.5).

Rahman 2000a, p.16.

McGuire, Conroy, and Thapa 1998.

Yaron, Benjamin, and Piprek 1997, p.142.
ADB 2000b, p.6.

ADB 2000b, p.6.

ADB 1998, p.7.

Women’s World Banking 2002, p.4.

Credit and Development Forum 2001b, p.ii.

Only the government microcredit programs with outstanding loan information available
in the CDF Statistics are included in Table 2.2.

Women’s World Banking 2002, p.2.

In the context of Bangladesh, being “poor” means being unable to afford the basic
dietary requirement of 2,122 calories per day. More than half of the rural poor consume
less than 1,805 per day (referred to as “hard-core” poor); they belong primary to wage
labor households and have little or no cultivated land (less than 0.2 hectares).

The government estimate is from the “Preliminary Report” of a population census of
the Bangladesh Bureau of Statistics, August 2001.

The numerical basis of this calculation is that there are 8.82 poor households served
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(90% of the 9.8 million active borrowers) or about 70% of the 12.2 million poor
households.

Wright et al. 2001, p.34.

World Bank 1999, p.1.

ADB 2000b, p.13.

Women’s World Banking 2002, p.1.

The “missing middle” refers to those clients who are too (asset) rich to qualify for most
microcredit offered yet too poor to qualify for traditional commercial bank credit.

Rahman 2000a, p.16.
Meyer 2001, p.20.

OSS is calculated by dividing operating income by the sum of operational expenses
(loan losses, and personnel and administrative expenses).

FSS is calculated by dividing operating income by operating expenses adjusted for
inflation and subsidies.

Grameen Bank 2000, p.43, 53, 65.
Morduch 1998, as cited in ADB 2000b, p.8.

RLF is the common term used in Bangladesh to refer to the total amount of funds that
MFTIs have from which to make loans.

Goodwin-Groen 1998; Sinha 1999, as cited in ADB 2000b, p.11.
Carpenter 1997, p.17.

Carpenter 1997, p.22.

TMSS Case Study (ADB 2002, p.14.)

Grameen maintains, however, exceptionally liberal (nonstandard) provisioning and
write-off policies. Provisioning of 100% is made for overdue loans of more than two
years and loans are only written off once they are four years past due (Source: Annual
Reports of the Grameen Bank).

Credit and Development Forum 2001b, p.168.
Carpenter 1997, p.17.

ADB 1998.

Fleisig 1996.

Women’s World Banking 2002, p.6.

ADB 2000b, p.18.

The NGOs and cooperatives are registered under six different Acts. Most are registered
under the Societies Registration Act, 1860, which is administered by the Department
of Social Welfare. Others are registered under any of the following: (i) as voluntary
social welfare agencies (under the Registration and Control Ordinance, 1961); (ii) as
nonprofit companies limited by guarantee and licensed under Section 28 of the
Companies Act, 1984); (iii) as trusts under the Trust Act, 1882, or the Charitable and

55



COMMERCIALIZATION OF MICROFINANCE: BANGLADESH

63
64
65
66
67
68
69
70

71

72
73
74
75
76
77
78
79
80
81

82
83
84
85
86
87
88

Religious Trust Act, 1920; or as (iv) cooperatives under the Cooperative Societies
Ordinance, 1984 (ordinance No. 1 of 1985). In the case of MFIs receiving foreign
grants, the NGO Affairs Bureau, established under the Foreign Donations (Voluntary
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