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Introduction

The so-called Murphy’s law- “if anything can go wrong, it will”—epitomizes the dile-
mmas and pitfalls of rural development projects in most of the developing countries. In fact,
the failure rate of projects is the highest in agricultural sector. The World Bank's performance
auditing inthe last decade revealed that 26 percent agricultural projects failed whereas the over-
all failure rate of projects is only 14 percent'. Within agricultural sector, rural development
continues to be a highly vulnerable subsector. A study undertaken by the World Bank in 1980
showed that the average rate of return of rural development projects (17 percent) was lower
than that of all other kinds of agricultural projects (20 percent). Rural development projects
are exccuted in a precarious environment. The physical outputs in such projects are largely
influenced by caprices of nature. These natural risks are very often compounded by social
structures which not only perpetuate unjust orders based on “the Quiet Violence’ but also nur-
ture antiproductive forces®. These inherent weaknesses are further exacerbated by inappro-
priate technoiogy, non-availability of necessary infrastructure and support systems, lack
of beneficiary participation, inconsistency of the project design with socio-cultural tradition and
administrative inefficiency®. The mere completion of a rural development project is not, there-
fore, a sufficient condition for its sustainability. In such a hostile environment, even a well-

executed project may not be able to maintain critical minimum levels of production through-

out projects’ lifetime for ensuring its economic viability.

This paper attempts to examine the sustainzbility of RD 1 (Rural Development 1) pro-
ject in Bangladesh. This project has been selected for three reasons. First, the rural Bangla-
desh has ““an unprecedented concentration of extreme poverty’’.> Bangladesh offers the most
challenging test case for rural development. The RD 1 project is the oldest among the comple-
ted projects in Bangladesh’s rural development subsector. The expetience of this project,
thetefore, deserves special attention. Secondly, as an aided project, this offers an opportunity

to examine the efficacy of foreign aid in alleviating rural poverty. Finally, it is the first inte-

grated area development project in Bangladesh. It has been aptly described as ““an attempt to
replicate Comilla on a modest scale with lavish resources”®. This study would, therefore,

shed light on strengths and weaknesses of integrated rural development programmes.

The paper is divided into seven seciions. The first section presents a profile of RD 1
project. The second section reviews the indicators for sustainability of rural development pro-

jects and delineates in brief the methodology of this study. The third section describes the

) -
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progress in implementation and bottlenecks which affected the economic viability of this project.
The fourth section is devoted to an ex-post cost-benefit analysis of the project. The fifth sec-
tion examines the efficacy of institutions for rural development which wete actively promoted
by the project. The sixth section analyses the overall impact of the project from the equity

poiat of view. The final scction summariz€s the lessons learnt from the project.

1. The RD 1 : a Project Profile.

The RD 1 project was launched in 1970s as a part of the World Bank’s “Assault on
World Poverty””. The project was originally appraised by a mission in November/December,
1974 and was firmed up in February/March, 1975. It was approved as an IDA Credit in 1976
(Credit-631 BD) and became effective from August 1976. It was originally stipulated that the
project would be completed in five years. The project was not completed in time. It was
extended to June 1983 and later to June 1984.

Because of limited experience of Wotld Bank in rural development in the eatly 70s, it
was undertaken as a pilot project. The objectives of the project were described in the Staff
Appraisal Report (SAR) in the following manner : “The project secks to evolve a model of
rural development for Bangladesh, emphasizing : (a) initiating a program of low cost, shott
gestation, production oriented investments aimed at increasing agricultural production ; (b)
building and strengthening rural institutions to improve agricualtural supporting services and to
ensure an equitable supply of scarce agricultural inputs to the small farmers; and (c) creating

employment for rural landless people™®.

It was further stated in the SAR that the project “is
designed to strengthen and improve existing rural institutions ; to rectify domination of farm
inputs and credit by the more prosperous farmets, to promote more rapid expansion of high
yielding rice varieties of rainfed Aus and transplanted Aman, to increase the irrigated Boro

atea and to create employment opportunities by reactivating the Rural Works Program™®.

The project covered only 1.7 percent (956.25 squate miles) of the total area
in Bangladesh. 'The total population in the project area was about 1.7 million which constitu-
ted about 2.3 percent of the country’s total populaton. It was envisaged that the pro-
ject would directly benefit 150,000 farm familics representing about 900,000 people. The pro-
ject area was located in three separate blocks in Bogra and Mymensingh distticts. Fout upa-
zilas in Bogra'® (Kotwali, Sherpur, Gabtali and Shariakandi) are contiguous and are about 35
air miles west of the Mymensingh upazilas (Muktagacha, Trishal and Gaffargaon) which are divi-
ded into two sepatate blocks (see map). 'These upazilas were selected on the basis of two cri-
teria, Pirst, the selected upazilas were economically depressed arcas ; the per capita income

(US$ 70) in these upazilas was 30 percent less than the national average (US $ 100). Sccondly,



RUAE  0RuuOsd Ve SO0 VASY

wne,awe.‘(thm.“'%g.\ug\.l\i o 2
w- Pt Bt g L5064 CavE VEATY
SYIYHL HONSNGWA SUNVHI V8500
LOIO¥d - INIWIOIBAIG 1v¥ny
P 7 HS3IAVIONVY S
.E.« <b\\\//L

..
Sy

[ momsKIhaAn

PR I 3 ¢ “o%

S

g

an wv.‘.‘mviﬂc.ﬂ b . — ) - |
U S P Eecp g ST LT g o »
EB oy . g
U v s 208 Tvro T sy
B o e Y] N 1%
DRSNS 2T, THEVINTET VIWAL ——— == == { VNG
: S R SHBVORNOD ANELTIG —e e e i m
LSRN bt - SARGYLIN0D BOBIAL o S e e v N(a.t $3 Qv 10N YE;
IR EEAYS e SECTINDE LWL s i ¢ ) s % 4
g =y | \ s N T
R P oo g
KFLACO 0001 VAL TR+ (ol L8 Sl by dourdy) - .l..l\a N - m/. o2
(¢4 "
um. TIDITS] 6ll0s NP/ GDOYS Vil .uiqﬂnw&
-3




i

the upazilas were selected from Jiffcrent topographic and administrative regions so that the pro-
ject concept can be tried under dissimilar conditions.

The basic design of the project was shaped by the Comilla experiment which was undet-
taken in the sixties by the erstwhile PARD (Pakistan Academy for Rural Development) under
the leadership of Akhter Hamid Khan. The experiment consisted of four components : (J)
establishment of Thana Traning and Development Centre (I'TDC) in everyt hana (which is now
known as upazila), (2) and Rural works Programme (RWP) for construction of road, drainage
and embankment ; a (3) thana based decentralized small scale irrigation programme (TIP) and
(4) a two-tier cooperative system under the Thana Central Cooperative Association (TCCA now
renamed as UCCA). One of the basic axioms of the Comilla model is that a well-coordinated
and integrated approach to rural development is a must. As Akhter Hamid Khan obser-
ved ... the relation between Rural Works and Irrigation Programmes and the cooperatives
is very close and vital. The first two develop the production capacity of land and increase the
farmers’ income. The cooperatives safeguard them trom monevlenders and enable them to
modernize their farming methods.. If the Works Programmes falters or the irrigation prog-

1

ramme weakens, the cooperatives also wither away”’ !, Broadly speaking, the project consisted

of the following 9 eomponents :

(1) Rural Wotks Frogramme. The main objective of the component was: to genetate
about four million man-cays of employment. The physical targets included rehabilitation of
6 miles of paved roads, construction of nine miles of new roads, improvement of 300 miles of
earth dirt roads, reexcavation of 500 ac of abandoned fish ponds, construction of 40 paved rural

markets and improvement of 60 miles of drainage channels.

(2) Minor irrigation. The target was to inctease irrigated rice area from 39,000 ac to
about 97,000 ac. The project provided funds for replacing about 805 existing oversized two
cusec low Lift Pumps (LLPs) with about 1400 one cusec pumps over three years, procuring
about 2500 Shallow Tubewells (STWs) and 5000 Hand Tubewells (HTWs). It was also
envisaged that the irrigztion efficiency of LLPs would be increased from 19 ac pet cusec at

present to 25 ac per cusec and the STWs would irrigate 15 ac per well.

(3) Thana facilities. The main targets wete construction of four TTDCs, four houses for
circl: officers, 11 residential buildings for thana officers, four new fertilizer warehouscs and

seven new general stores at the TCCA headquarters.

(4) Rural Credit. The project made provision for both short-term (ST) ecredit and
medium-term (MT) credit. 'The est mated net incremental ST credit requirement was calcula-
ted at Tk, 42 M and the target for MT credit was Tk. 70 M.
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(5) TCCA-KSS. The main purpose was to strengthen TCCA-KSS operation and to pro-
mote equitable input and credit distribution thyough improved procedures, training and
supervision. It was also visualized that after five years of intensive development of the coopem—

tives, the TCCAs will become self-financing institutions.

(6) Agricultural extension. The primary objective was to increase the effectiveness of
TCCA-KSS model farmer training. ‘The training would emphasize field practice instead of
class room teaching. Morcover, the project envisaged setting up/strengthening of at least one
horticultural estate in each upazila.

(7) Livestock improvement. The project provided funds for additional equipment,

vaccines and drug, incremental staff and demonstrytion fields for forage and fodder crops.

(8) Pond fisherics. The primary objective was to bring under pisciculture the derelict
ponds and to provide an additional soutce of income for landless people in the project area. The
target was the excavation of 500 ac of publicly owned fish ponds.

(9) Technical Assistance, Monitoting and Evaluation. Funds were provided for
employing consultants for assiting the implementation of rural works and thana facility
programme, training to TCCA-KSS staff. The establishment of an effective monitoring and

evaluation cell was also included as a component of the project.

Total project costs were estimated at US $ 24.7 M equivalent including US $ 1.6 M
in taxes and duties. Basc cost was calculated at US § 16.4 M (US § 1= Tk.13 at the time of
appraisal) and US $ 8.3 M representing about one-third of the total project was earmarked for
physical and price contingencies. The foreign exchange component was estimated at US
$ 7.7M or 319 of the total. The IDA agreed to provide credit of US $ 16 M which would
finance the full foreign exchange cost and about half of local currency costs or about 69% of

the total project costs net of taxes and duties.

Though there were nine components in the SAR, actually there were three major compo-
nents. The combined shares of six components viz-Thana facilities, TCCA/KSS programme,
Agriculture' Extension, Livestock development, Pond fisheries, Technical Ass:istan(;_é,;..
Monitoring and Evaluation, constituted only 9.2 percent of total cost. The highest ptovisioﬁ'
was made for minor irrigation which received 25.9 percent of total allocation (see T'able l)
Rural Works Programme and Rural credit received rcspectlvely 15.9 and 15.5 percent of
total allocatlon In the SAR 33 percent total cost was- reserved for physical and price:
contingeneies.- The - estimates for various -components were-subsequently revised -and - these—
changes were incorporated in the revised PP. A comparison of the estimates of SAR
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and the revised PP shows that three discernible changes took place in the estimates of
the project. First, the shares of three components were significantly raised. The share
of minor irrigation increased from 25.9% to 399% ; the share of RWP from 15.9%,
to 28.49, and the share of thana facilities from 2.9% to 6.39,. The shares of six other
components decreased. Secondly, in the original appraisal, 33.5 percent of total cost was cat-
marked for contingencies. 'This was reduced to 2.6 percent in the revised PP. Finally, in the
revised PP threc new items were introduced. Funds were provided in the revised PP for rural

industries programme for generating self-employment for rural poor and for horticulture deve-
lopment (see Table-T)

TABLE I
ESTIMATED PROJECT COSTS OF RD 1 PROJECT
( US $ million )

Item ’ SAR ! cost of the Revised | Cout of the
| estimate | item as9%, total PP | item as 9, of total
1 | asper SAR | estimate | as per revised
' } estimate i ) PP estimate
Rural Works 3.93 15.9 6.94 28.4
Minor Irrigation 6.38 25:9 9.56 39.0
Thana facilities 0.73 2.9 1.54 6.3
TCCA/KSS Programme 0.36 1.4 0.34 1.4
Agricultural extension 0.13 0.5 0.07 0.3
Livestock development 0.51 ik 0.26 1.0
Pond fisheries - 0.32 1.3 0.17 0.7
Technical Assistance, Monitoring
and Evaluation 0.24 1.0 0.18 0.7
Rural Credit 3.82 155 3.37 13.7
Rural industries — — 0.46 1.9
Horticulture development — — 0.88 3.6
RD-11 preparation 0.10 0.4
Base cost 16.42 66.5 23.87 97.4
Physical contingencies 2 J0L... o e sh
Price contingencies T 7 - R 0.63 2.6
Total cost 24.66 100.0 24.50 100.0

Source : Project Completion Report, Bangladesh Rural Dev. 1 Project, p. 28,



IIl. Indicators of Sustainability and Methodology.

Literally, sustainability denotes “the ability to maintain adequate levels of production
in the future”2. In the context of a project, sustainability may be defined as “the ability of a
ptoject to maintain an acceptable level of net flow of benefits throughout its economic life>".
The economic rate of return (ERR) calculated a few years after the completion of the project is
considered as the key indicator of project sustainability. According to Operation
Evaluation Department (OED) of the World Bank, a project is considered to be sustainable if

the ERR at impact evaluation is of an acceptable level “cqual to or greater than the assumed

opportunity cost of 109", 'The impact evaluations are usually carried out approximately five

years following the performance audit which is undertaken shortly after the completion
of the project. Apart from the ERR, two additional factors are taken into account by the OED
in judging project sustainability. First, a qualitative assessment of post-completion project
activities vis-a~vis original project objectives are employed to complement the ERR results.
This includes the assessment of operation and maintenance of technologies, efficiency of institu-
tional arrangements and the overall policy environment. This assessment serves as the principal
method of ecvaluating sustainability where ERRs are inconclusive or unavailable. Secondly,

an acceptable ERR at impact evaluation is a necessary but not a sufficient condition for project

sustainability. TIf the ERR is declining over time, the project may turn out to be not sustainable

in the foreseeable future even if it is viable at the time of impact evaluation. So the ERR of a

sustainable project should not “show a sharp decline from the audit estimates after completion,

even if the estimate at impact evaluation appears acceptable in itself!5,

Thete are, however, several limitations of sustainability indicators used by the OED.
First, the ERR may not be the appropriate tool for evaluating sustainability of projects in all
sectors. For example, cconomic efficiency per se is not the main objective of rural develop-

ment projects. Despite a high ERR, a rural development project which contributes to ccono-

mic polarization would be counterproductive from social and political points of view.

Such projects experience, what Albert 0. Hirschman describes as “loss of soul”. The projects
that are prone to “loss of soul” are “those whose services can be diverted away from the inten-
ded bencficiarics, and it may happen primarily when a project....is meant to change a

strongly entrenched social and economig structure by offering an advantage to a hitherto under-
privileged group or region ; frequently that structure is so strongly entrenched that at the
end the project, in spite of all its good intentions, will further increase the advantages and for-

tunes of the privileged”'®. The projects should not, therefore, be evaluated by the criterion

of cconomic cfficiency alone.
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Secondly, ERR measures the wotth of a project entitely on the basis of quantifiable casts
and benefits. Very often, these can not be measured with acécptable reality. The ERR in such

cases would be a poor indicator of sustainability.

Thitdly, the OED’s indicators of sustainability are ovetly conservative. A project is
not considered sustainable if the ERR in impact evaluation significantly declines compared to
audit  estimates of ERR. A project with ERR below cut-off level is not, however,
classified as sustainable even though there is a steady improvement in the performance from a
highly disappointing base. ‘Thus ERR may not be an appropriate indicator of sustainability in
projects with long gestation petiods. It should be remembered that in the eatly stages of any
development effort numerous disappointments are inescapable. Sustainability of a project
should not, therefore, be measuted in terms of financial success alone. The expetience of ovet-

coming teething problems also contributes to organizatonal sustainability.

Sustainability of a project can also be measured in terms of its ability to attain the pro-
ject obejctives. There ate, however, three weaknesses of this approach . First a project
usually does not attain all its objectives. Itisdifficult to determine the cut-off level of
achievement for sustainability. Secondly, very often all objectives are not specified in quanti-
fiable terms in project documents. Thus’ sustainability cannot always be measured in terms
of success in attaining the objectives. Finally, a project very often expericnces metamorpho-
sis. A project which may fail to attain its original objectives may contribute to other benefits
which were not forescen at the time of the preparation of the project. As Warren C.
Baum and Stokes M. Tolbert rightly emphasize : “Projects frequently undergo a metamot-
phosis of their economic, institutional and social features in the years following completion as
they adjust to the local environment and to local capabilities, often in ways that wete not fore-

scen . ..\7 Thus sustainabilty of a project can not be evaluated by its capacity to attain
project objectives alone.

The foregoing analysis suggests that the criteria for sustainability should vary from
sectot to sector and no single ctiterion may be satisfactory for all types of projects. Honadle
and Vansant suggest the following three criteria for measuring the degree of sustainability of
integrated rural development projects :

(i) the percentage of project initiated goods and services that is still delivered and main-
tained five years past the termination of donor resources,

(i) the continuation of local action stimulated by the project,

v(ii_i) he sencration of successor services and initiatives as a result of project-built local

capacity”’’.
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The indicatots of sustainability, as suggested by Honadle and Vansant, are also confi-
fied to physical and institutional capacities of the project. The main object of rural develop-
ment is not eqonomic growth per se, but an improvement in the life of the rural poor.
According to the definition of the World Bank, “Rural Development is a strategy designed
to improve the economic and social life of a specific group of people—the rural people”“.
In the same vein, Lele defines rural de clopment ‘as improving living standards of the mass
of the low income population residing in rural a:eas and making the process of their develop-
ment self-sustaining”?’. 'Thus a rural development project can not be considered to be

sustainable unless it succeeds in delivering the benefits of economic development to trural

poor.

The objectives of rural development projects are complex and multidimensional. No
single indicator can satisfactorily assess the sustainability of projects in this subsector. Taking
into account the characteristics of rural development projects, the following three types of
indicators will be used in this study for judging the sustainability of RD 1 project :

— indicators of economic efficiency
— indicators of institutional development

~— indicators of economic equity

Sustained increasc in output is a necessary condition for aneviauon of poverty. Sus-
tainable rural development project must, therefore, be economically efficient. The develop-
ment of appropriate institutions is a precondition not only for increased production but also
for the equitable distribution of the benefits of growth. The institutions of sustainable rural
development projects should be people-centred, self-supporting and efficient. The ultimate
test of the sustainability of a rural development project is its ability to deliver the benefits of
growth to rural poor. The details of these indicators are discussed in the subsequent sections.

Usually the sustainability of a project is assessed either five years after the performance
audit or “five years past the termination of donor resources”?!, Officially, the RDI project was
closed on June 30, 1984 and disbursement continued till February 1985. In fact, 92.5 percent
of donor resources for this project were disbursed before 10th June, 1982 and more than 80 per-
cent of IDA’s credit was spent by June 1981 (see Table-2). The project was exte..ded from
June 1982 to June 1984 for procurement of deep tubewells (DTWs) which were not included
in the original Appraisal Report. .,Ulfimatelyr, IDA credit could not be utilized for the pro-
cutement of these DTWs and a few arrear bills were paid during the period July 1983 to
Juge 1985. Though the p;ro;cct was c\»fhclally closed i_u_]une 1984, the flow ‘of donor resources

2“
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TABLE 2
DISBURSEMEN'T OF IDA CREDIT IN RD | PROJECT
( US $ Million )
Year Actual as 9, of total
(Fiscal) cumulative expenditure
1977 0.01 —_
1978 0.20 1.9
1979 1.40 13.2
1980 4.40 41.5
1981 8.51 80.3
1982 9.80 92.5
1983 10.14 95.6
1984 10.30 99.0
1985 10.60 100.0

Source : Project Completion Report.

virtually ccased by 30th June, 1982. ‘Thus the time is now ripe for an analysis of the sustaina-
biliy of this project.

This study is bascd on both sccondary and primary data. The benchmark data for this
study were collected from World Bank’s Staff Appraisal Report (SAR). This project was pre-
viously evaluated twice. First, a consultant prepared an Evaluation Report in June 1985.%
Sccondly, the project completion Report was prepated by South Asia Regional officc of World
Bank in May 1986. 'The project was audited by OED in November, 1986. The data from
these reports have been used in this study. Data on the performance of all the concerned
UCCAs were collected through an claborate questionnaire. "T'his questionnaite may be seen at
Annexure-1.  The elected Chairmen and officials of upazila parishads were interviewed. Data
on command atea of STWs, the socio-economic charactetistics of users of STWs and yield and
cropping pattern were collected from 60 irrigation groups in four upazilas of Bogra. The
questionnaire for this survey may be scen at Annexure-II. Data on the irrigation groups in
Mymensingh upazilas were not collected because 87 percent of the irrigation equipment pro-
cured under this project wete fielded in Bogra and the DTWs which were fielded in Mymensingh

upazilas under the aegis of the project were not ultimately financed by the IDA. The irrigation
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groups were selected on the basis of stratified random sampling to ensure the inclusion of all
types of groups from the four upazilas. Data from the irrigation groups were collected in
March-April 1987 during the boro irrigation season. Of the 60 irrigation groups covered, 40
-are manned by cooperatives. The irrigation equipment in 20 groups is privately owned. The
members of the team also visited physical facilities constructed under the project and a qualita-

tive assessment of the operation and maintenance of these facilities were made.

IV. Implementation of the Project :
Financial and physical Progress and Bottlenecks.

The project implementation has bee™ aptly described “as a long voyage of discovery in
the most varied domains, from technology to politics”.>> Because of high degree of ignorance
and uncertainty about various components of projects, the actnal implementation of a project
may often vary significantly from the project design. These variations influence the economic
viability of the project as postulated at the appraisal. This scction reviews the implementation
of the project in financial terms. It also compares the physical targets and achievements and
discusses the bottlenecks which impeded the implementation of this project.

Total outlay for this project was US$ 24.66 M. Total actual cxpenditure was only US §
18.44 M. Only 74.7 percent of total outlay was spent for implementation of the project. (see
table-3) Out of US § 18.44 M, IDA financed $ 10.6 M and the Government of Bangladesh
(GOB) financed 7.84 M. Only 66 percent of IDA’s credit was utilized. However, 90 percent
of GOB’s share in the project was spent. Local expenses financed by the GOB increased, asa
result of the extension and consequently the utilization of GOB’s share is much higher than
that of the IDA. There are three reasons for the low utilization of IDA’s credit. First, the
SAR earmarked 31 percent of the total cost for physical and price contingencies. The SAR was
prepared at a time of galloping inflation and consequently an unusally large portion of the
credit was earmarked for contingencies. However, the actual inflation rate turned out to be
much lower. New items such as DTWs were subsequently included to increase the utilization
of IDA’s credit. Because of procedural disagreements, DTWs were not ultimately financed by
IDA. Secondly, the SAR did not foresce the procedural and institutional weaknesses for utiliza-
tion of rural credit. ‘The actual utilization of rural credit was $ 1.42 M short of SAR provi-
sion and this contributed to about 9 percent shortfall in the utilization of IDA’s credit. Finally,
the actual utilization of funds was lower than IDA’s SAR estimates in 6 out of 9 components
(sec table 3). This may be attributed to lack of effective coordination among a number of gov-
ernment agencies which were entrusted with the execution of this project. As the Project Com-
pletion Report summed up “The principal problem causing dealy in implementation was the



12

overall institutional weakness and lack of commitment of patticipating agencies and the ina-
bility of BADC to procure supplies of minor irrigation equipment under IDA conditions as
well as the late introduction of deep tubewells into the project ... Throughout the first five yeats

of the project, there was also serious confusion among the individual ministries and depart-

ments over implementation responsibilitics relating to various components™,

COMPONENT-WISE ACTUAL EXPENDITURES IN RD I

Table 3

24

Component. Actual Actual Actual
expenditure expenditure expenditure
(US$ Million) ~ as%of SAR estimate. as%of revised
PP,
1. Rural Works 6.00 176.00 86.40
2. Minor Irrigation 8.50 133.00 88.90
3. Thana facilities 0.40 54.00 25.90
4. TCC/KSS Programme 0.25 69.40 73.53
5. Agricultural Extension 0.06 46.15 85.70
5. Livestock Development 0.26 39.20 76.90
7. Pond fisherics 0.12 37.50 70.50
8. Technical Assistance, Monitoring 0.31 129.10 172.20
and Evaluation.
9. Rural Credit 2.40 62.80 71.20
10. Horticulture Development .20 — 22.70
Total 18.44 74.7 75.2:

Source : Project Completion Report

The achievements of physical components of the i)roject may be seen in table-4. As

compared to the targets of revised PP, the physical achievements are unsatisfactory in two coni-
ponents. Only 51.8 percent of the LLP target was achieved. Moreover, only 69.6 percent
of the targeted area for fish ponds was excavated. Fxcept these two components, most of the

physical targets of the project were ultimately achieved. The Bqttlenecks and shortéomiﬁgs in

the implementation of ‘vatious components are ‘discussed below.
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TABLE 4

IRRIGATION EQUIPMENT

MINOR

Soutce : Project Completion Report, ;._27

Item. Unit Achievement Achievement as%, Achievement as%,

of SAR target. of revised P.P.
target.

A. Minor Irrigation :

1. Low Lift Pump. No. 726 51.80 51.80

2. Shallow tubewells. No. 2500 99.10 99.10

3. Hand pump No. 6000 120.00 120.00

B. Rural Works.

1. Pacca Roads miles 25.00 166.66 91.90

2. Katcha Roads miles 300 ~100.00 100.00

3. Rural Markets No. 40 100.00 100.00

4. Fish ponds ac 348 69.60 69.60

5. Drainage channel miles 52 96.30 96.30

C. Thana facilities

L. T.T.D.C. No. 4 100.00 100.00

2. Twin quarters No. 11 218.00 100.00

3. TCCA Building No. 1 - 100.00

4. Fertilizer godown No. 4 100.00 100.00

5. General godown No. 5 125.00 125.00

Six problems were encountered in the implementation of the minorirrigation compo-
nent of the project. First, the requirement of LLPs was highly overestimated. As per SAR,
1400 one cusec LLPs were procured. At the time of project completion, only 726 LLPs were
fielded, and about 48 percent LLPs were lying in the godowns. In 1985-86 boto scason only

612_ LLPs (449, 0f the equipment procured) were in operation and the command area of most of
these equipment was sub-optimal, According to SAR, the main obsticle to LLP utilization was
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institutional®. Actually, enough surface water is not available for LLPs. Moreover, in many
areas the STWs supplied by the project displaced LLPs, The cost of these unused LLPs which
are lying in the godowns for last the five years would be about 10 percent of total credit dis-
bursed by the IDA.  Secondly, the SAR made wrong assessment about the ground water con-
ditions in Mymensingh upazilas. The SAR assumed that 600 STWs will be utilized in three
Mymensingh upazilas, Actually about 60 STWs are used in these upazilas. These areas
are not suitable for STWs ; DTWs are more approptiate modes of irrigation for these
upazilas,

Unfortunately, DTW was not included in the original project design. Thirdly, the IDA
agreed to reimburse for 250 DTWs in three Mymensingh Upazilas, In view of the urgent need
for irrigation, the BADC was requested to field DTWs from its existing stock and the BADC
was  promised that its stock would be replenished from RD I’s procurement. Unfortunately,
these DTW's could not at all be procuted because of the difference of opinion between IDA
and BADC regarding the procurement procedures, The BADC wanted to testrict the
procutement from a few selected sources in ordet to standardize equipment and supply of
spate parts, The IDA maintained that the BADC’s proposal was inconsistent with the Bank’s
guidelines. Fourthly, the procurement of STWs, LLPs and HTWs were delayed. The
Appraisal Report visualized that the supply of irrigation equipment would commence from
FY 1976-77 and would be completed in the first half of the FY 1980-81. The supply of STW
started in 1978-79. However, most of the STWs were fielded in 1980-81 and 1981-82. The
supply of LLPs started in 1980-81. The delay occurred becausc of the difference of opinion
betweent he BADC and the IDA over the awarding of tender for both LLPs and STWs. Fifthly,
in Bogra district 117 locally assembled STWs were supplied. Most of these STWs went out
of order as soon as they were commissioned. Similar complaints have also been reccived in
cases of locally assembled engines for DTWs, which were installed by the BADC from it
existing stock. Finally, the BADC was tesponsible for procurement of irrigation equipment
whereas the IRDP (Integrated Rural Development Programme ) which has now been
institutionalized as BRDB, was tesponsible for the administration of project funds. Because
of the difference in procedures the accounts of these two organizations have not been
squared up as yet. Moreover, the field offices were not kept informed about the transactions
between BADC and IRDP. Consequently, there is dispute between BRDB and BADC at the

local level about the repayment of loans for irrigation equipments. -

Eight major shortcomings may be discerned in the execution of the Rural Works
Programme, First, 54 miles of drainage channel were excavated at a cost of about Tk,
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4 M (in 1979-80 prices). These drainage channeis do fiot setve any useful purposc at all, As
the Project Completion Report rightly emphasized, “anfortunately, technical planning was
seldom incotporated into the works with the result that some of the improvements have no
drainage functions at all. The channels posssess no structure to regulate or conserve water.
Consideration was nevet given to the benefits which could be gained from a wider
watershed approach nor to the problem of outlet... .. ...It has been claimed by some

engineers that the only benefit of the component was the creation of employment
opportunities”. %

Secondly, the programme for the rehabilitation of earth dirt road suffered from three
problems. Because of poor supervision, weak compacting, indifferent leveling and poor
repair wotks were done in some roads.Though 100 percent target for construction of katcha
roads was achieved, all the culverts for these roads were not completed. The shortfall in cul-
vert construction was to the tune of 17 percent. In the short run, roads may be made negotiable
without culverts. But in the long run such roads ate likely to be more adversely affected by the
monsoon. Motcover, funds were not at all provided in the project for the maintenance of these
roads during the project period. Thirdly, it was stipulated to provide 5,000 sq.ft of paved
ground and a corrugated galvanized sheet iron roof to 40 markets. The project Com-
pletion Reportt noted faulty design and workmanship in the construction of rural markets. This
is attributed to poor supervision and design of local consultants, Fourthly, the supervision of
the district council was very lax in the casc of paved roads. Serious irregulatities were detec-
ted in case of the construction of the Trishal—Balipara Road. The road was, however, com-
pleted. Fifthly, the design and supervision of all components of Rural Works Programme lef
much to be desired. A report of the GOB in 1979 noted, “about 50 percent of the existing
thana supervisory technical staff are of non-technicalbackground and they lack proper know-
ledge in drawing up schemes with proper technical soundness. It should be noted that the
level of technical staff itself is generally of lower standard.”?! Sixthly, the Appraisal Report
recommended the construction of only one paved road. Subsequently two new paved roads
(Ttishal-Balipara and Bogra-Chandanbaicha) were undertaken. The estimates of these new
roads were not propetly prepared and cost overrun delayed the execution of these roads. Seven-
thly, RWP components were executed by local governments who wete not coatrolled by the
project office. In some cases, the district Project Execution Committees and Thana Project
Execution Committees made anumber ofitregular expenditures with funds provided for RWP.
It is very difficult to enforce the discipline of the Project Proforma on local government.
Finally, it is apprehended that there wete leakages of resoutces from RWP component. As the
Project Completion Report noted, “The mustet tolls under the RWPsection of the wotk pto-
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gramme wete often inflated by contractogs and funds may have been disbursed in excess of the

wortk completcd 2228

The pond fishery component was included in the project for two reasons. First, it was
designed to demonstrate the potential of improved pond fish culture for increasing the fish
supply to loca: villages and rural markets. Secondly, it would provide an additional source
of income to landless pcople. The SAR target was to reexcavate 500 ac of ponds.
Actually 348 ac of ponds were undertaken for rehabilitation. However, of 159 ponds excava-
ted at the cost of the project, 30 were found technically deficient and inadequate for pisciculture,
It was stipulated that ponds under public ownership would be rehabilitated andleased out to
landless groups. However, the project committces were very often tricked to rehabilitate
private tanks. Only 54 out of 159 rehabilitated tanks were leased out to landless groups.

The construction of thana buildings and other facilities was more satisfactory than that
of the RWP. However, the sub-centres for agricultural extension which were located outside

upazila headquatters were not always propetly designed and executed. Most of the sub-cen-
tres are not used at all.

- The agriculture and livestock components of the project were neglected. Only 39.2
percent of funds earmarked for the components was utilized in this sector. In agriculture ex-
tension only 46.15%, allocation was spent. The shortfall in the financial expenditure of these
components also adversely affected their actual performance. 'The lack of close coopetation

between the concerned agencies was the main reason for this poor performance.

The execution of the agricultural credit programme was handicapped by three factors.
Lirst, the supply of short-term credit could not be synchronized with the supply of irrigation
equipment. As there was no significant improvement in agricultural productivity the credit
recovery was poor. Secondly, M'T' credit for irrigation equipment was not channelled through
the Sonali Bank. Because of donor’s pressure to field irrigation equipment quickly,
LLPs and STWs were made availableto KSS-sponsored irrigation groups without making
arrangements for the recovery of the loan. In most of the cases, necessary legal documents for
MT credit wére not also prepared. As the overdues of this M'T' credit are not know to banks
this credit is hot taken into account in assessing the treditworthiness of the UCCA. This is
Thitdly, there was provision in the SAR for reim-

why the recovety of this credit is neglected.
Because of GOB’s procedural problems, this

butsing Sonali Bank for agricultural credit.

amount could ot be reimbursed fully.

\ccordm'r to the Project Completion Report, the implementation of the institution-buil-

din component of Lh&, pto;cct was chvtaLLUI\ The project succeeded in covering 45%,. of

\(%;ﬁi VA vl e
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~’the total farm families. Howevet, three problems’ of this componentdeserve special mention
at this',st'a'ge.' “First, thete were twotypes of cooperatives in the project area : Three tier tradi-
tional ccopératives otganized by the cooperativedepartment and two-tier TCCA-KSS system
based on the Comilla model. The two-tier was chosen as the vehicle for institutional develop-
ment in the project. It was, therefore, proposed that traditional cooperative societies would
be merged in the new system. This could not, however, be done because of the resistence of
the officials of the cooperative depatrment, unwillingness of the members of traditional societies
and legal complications. Secondly, the rate of interest was lower in the rival program-
mes of the TCCA-KSS system (17.5% for TCCA-KSS and 129%, for traditional cooperative).
Moteovet, the TCCA-KSS system demé.nded more rigorous financial and administrative dis-
cipline (such as weekly saving and meetings) than the traditional coopetative. The existence
of rival programmes of the government reduced the effectiveness of the TCCA-KSS system.
Finally, the leadership of the project lacked continuity. In eight years of the project’s life, there

were nine part-time or full-time executive directors of the project..

The monitoring and evaluation capability of the project left much to desired. As the
Project Perfornance Audit Memorandum noted : “Monitoring and evaluation of the project
was also not very satisfactory. At appraisal it was expected that a thorough evaluation of the
project would be undertaken mid-way through the project and at project completion. In prac-
tice only a final evaluation was done and this was not considered very satisfactory. Manage-
ment of the accounting function of the implementing agencies was also weak”.?® It has been
estimated that the GOB could not claim reimbursement for about US$ 1 millinon of eligible

expenditure due to inefficient accounting of the implementing agencies”. %

V Evaluation of Economic Efficiency.

Opinions differ on the economic viability of RD 1 project. Both the Project Comple-
tion Report and the Project Audit Report maintain that despite the lapses in implementation, the
project is economically viable. On the basis of impressionistic evidence, Rene Dumont con-
cluded that the RD 1 “had almost no influence on agticultural production in seven thanas™3!,
Quoting an evaluation tepott, the Third Five Year Plan observed that the RD 1 “shows no dis-
cernible impact on agriculture as distinct from the areas outside the project”®2. There are seve-

ral conceptual and methodological problems in evaluating the economic efficiency of a project

like RD 1.

‘For a milti-sectoral project like RD T, it is easier to quantify the costs than the benefits.

The SAR mentioned the following benefits of the project :

3.-r
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() At full development, the project telated increased production of 75, 000 tons of sice
(about 115,000 tons of paddy) would represent an annual gross foreign exchange savings of
about US$ 19.0 M and a net annual saving of foreign exchange to the tunc of US$ 15 M.,

(I) The project would also increase the productin of jute and minor crops such as pul-
ses, vegetables, potatoes and oil sceds etc.  Rehabilitation of the 500 ac of fish ponds and stren-
gthening of the fisheries programmes in the seven thanas would substantially increase the pro-
duction of fish. The provision of vaccination services for the draft cattle would reduce the

mortality ratc and increase draft power availability,

(IIf) The construction and rehabilitation of roads and villages matkets would indirectly
contribute to an increase in farm production and directly in easing transportation and marketing

problems.

(IV) 'The shift from the local varieties to HYV and the more intensive land use would
create at full development additional annual farm labour requirements of about 11.2 M
man-days. Non farm employment will be generated through backward and forward linkages
of agticultural production. Moreover, the RWP would also create employment equivalent to

12,000 man-days.

(V) 'The landless and small farmers in the project would be directly and indirectly bene-

fited from increased food grain production.

However, all these benefits except increased paddy production can not be quantified in
a satisfactory manner. This is why only increased paddy production due to the project was
counted in the SAR as the project benefit. All investment costs except price contingencies (k.
94. 0 M), short term agricultural credit (k. 42.6 M), low lift pumps (base cost 20.6 M) and
taxes and duties (Tk. 16.6) were included in the economic analysis. The investment costs wete
estimated at Tk. 14.6 M. Assuming a thirty year project life, the economic rate of return in the
SAR was estimated to be over 409. It is interesting to note that the SAR grossly undet-
stated the ERR. ‘I'he Economic Rate of Return was recalculated on the basis of data futni-
shed in Table 3 of Annexure 17 of the SAR. 'The ERR in this case is 75.6 percent-which is
well over 40 percent. It is not, therefore, surprising that sensitivity analysis in the SAR showed
that even if the benefits are 25%, lower, the costs 25%, higher, and full development is reached

in 10 instead of 5 years after project completion, the ERR would be about 30 percent.

A prioti, there are several reasons to suspect that the realized ERR would be lower than
the anticipated ERR. First, the SAR estimated that 62 percent of incremental paddy produc-
tion would come from the expansion of the. HY'V . Boro which is solely depcndenton the provi-

"
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sion of irrigation facilities during the dry season. The SAR visualized that irrigated area
would increase to the tune of 32.7 thousand ac. through the facilities provided by RD 1 porject.
Actually, the project contributed to an increase of 2.7 thousand irrigated acres over what would
have prevailed in the absence of the project (see table-5). Around 80 percent of the shortfall
in irrigated area can be attributed to a fall in the command area from 25.7 per cusec in SAR’s
estimate to 15.8 per cusec and the failure to field 719 LLPs out of 1400 LLPs supplied
by the project. As compared to LLPs, the STWs have already reached 90 percent of the pro-
jected command area. Thus the short fall in irrigated area would considerably reduce the ERR

of the project.

TABLE 35

ESTIMATED AND ACTUAL IRRIGATED AREA OF RD 1 EQUIPMENT

Period Name of equipment ~ Number Command Area  Total Area
per equipment irrigated
(in ac) (in 000 ac)
1. Before the project. LLP 805 19.5 per cusec 29.0
2. SAR’s estimate of future LLP 805 20 per cusec 31.0
without the project.
3. SAR’s estimate of future with LLP 1400 25.7 per cusec 36.0
the project
4. Actual average of last three  LLP 681 15.8 Per cusec 10.7.
years (1984-85)
5. Before the project STW 200 7.5 per STW k5
6. SAR’s estimate of future STW 300 10 per STW 3.0
without the project.
7. SAR’s estimate of future STW 2500 12.3 per STW 30.7
with the project
8. Actual average of last three ~ STW 2370 11.1 per STW 264
years. i

Source : Table 2 of Annex 4 of SAR and data collected for this study

Secondly, the SAR exaggerated the projected benefits by underestimating “before the
project acreage®’ and acteage of paddy crops in the future without the project. This is evident
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from a comparison of the acreage under HYV before the project in 1975-76 and Agriculture

Department’s estimate (see table 6) of HYV acreage under paddy in the first year of the project
(1977-78). ’

Thirdly, the SAR visualized that the shift from traditional varieties to HYV varieties of
paddy will be facilitated by the intensive extension services provided by the project. This was
specially important in case of rainfed HYV like Aus and Aman. The PCR shows that similar
transition also took place in the upazilas outside the project area. An Evaluation Report of
the project also concluded that both KSS and control households seem to have experienced simi-
lar cropping pattern changes. ““What it probably means is that the control group of farmets,
even if they had not received the help through the project would have adopted agronomic

practices similar to KSS houscholds”.®® Thus the SAR exaggerated the benefits accuring
from the project.

TABLE 6

A COMPARISON OF SAR ESTIMATES OF PADDY ACREAGE WITH ESTIMATES
IN 1977-78 BY AGRICULTURE DEPARTMENT. (in 000 ac)

Type of SAR SAR Agriculture

crop estimate estimate of Departments’
for 1975-76 future without estimate in

project. , 1977-78

Local Aus 172.0 138.0 130.6 ¢

HYV Aus 23.0 82.0 70.4

Local T. Aman 306.0 218.0 222.1

HYV T Aman 46.0 134.0 82.3

Local boro 18.5 23.0 14.3

HYV boro 20.5 38.0 72.4

Total 586 . 553 : 592.1

Soutce : Project Completion Report.

Finally, the SAR underestimated the cost of the project by assuming an unusually low
shadow prlce for unskilled labourers The SAR valued all f'u:m labour at about 45% of the peak
market wage rate and  construction labour at the markét Wage rate, In the SAR ‘of RDII" the
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opportumty cost of labour is assumed to be 689, of the prevailing financial price. The -Natior
nal Water Plan in Bangladesh uses a conversion factor of 0.75 for wage** According to the
Trade and Industr1a1 Policy Reform Programme, the economic wage for unskilled urban labonr
should be calculated at 0.732 of market w age rate whereas the conversion factors for rural
unskilled labour and skilled labour are .711 and .819 respectively.’ Thus the shadow

wage rate in the SAR underestimates the true economic cost.

There are, however, three factors which would partially compensate the upward bias
in the SAR’s ERR arising from the overestimate of benefits and underestimate of costs.First,.
the SAR underestimated the yield of different crops at full development (see tale-7). The actual
estimates of yield for the years 1984-86 seems to be fairly reliable. ‘These data were furnished
by the upazila Agriculture Officers. They are, however, corroborated by the sample surveys
on yield undertaken by the Project Evaluation Report and the present report®©, ST

TABLE 7
PADDY YIELD PER ACRE: SAR PROJECTION AND ACTUAL

Type of crop SAR’s before Per Acre Yield SAR’s  Average Yield
the project (in maunds) future for 1984-86.
estimate. SAR’s future with the Ej & o
without the project

project estimate  estimate.

Local Aus 12.80 13.90 13.90 20.40
HYV Aus 20.10 24.10 27.10 _ 37.30
Broadcast Aman 12.10 12.10 1210 .. 38.50
Transplanted local Aman 16.08 20.10 21.90 Lo 27.60
Transplanted HYV Aman 24.90 30.00 31.90. . - 44.50
Local Boro : 18.10 18.60 . 20.20> oot 12 29:20
HYV Botro 31.20 38.09 45.00 © 4726
Source : 1) Column1 to 3 - SAR. Annex 2 Table-? i ey ey w“ :‘:'}

(2) Upazila Agriculture officers and Data collected for thxs study e e

“8econd, a comparison of the economit prices of RD 1’s and RD II’s SARs showed thatoutput
prices have risen faster than irrigation costs (see table 8), “The actuzl berefits of RI>1" are likely
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to be underestimated in the SAR on this count. Finally, the actual cropping intensity is much
higher than the anticipated- cropping mtensuy in RD I’s SAR. It was anticipated that the crop-
ping intensity would rise from 160% to 174%,. The estimates for the years 1982-86 indicate that

TABLE 8

A COMPARISON OF ECONOMIC PRICES OF PADDY AND PER ACRE IRRIGA-
' TION COST, 1974 AND 1983

Economic price Economic price 9, of increase
inRD1 SAR in RD IT SAR in RD II SAR
Aman Paddy Tk. 105 per maund  Tk. 210 per maund ~ 200%
Boro Paddy Tk. 95 per maund  Tk. 197 per maund ~ 207%
per acre cost of irrigation by Tk, 290 Tk. 400 1389,
LLP (one cusec) . o wed
Per acte cost of Tk. 460 Tk. 533 116%
irrigation by STW

Source : (1) Annex 4, Table 2, and Annex 7 of Table of RD 1°s SAR
(2) Annex 5, Table 3 and Annex 6, Table-1 of RD 11°s SAR

the cropping intensities vary from 1.88 to 2.35 in the project area (sec table 9). ‘The sample
survey undertaken for the project Evaluatin Report also supports the cvidence of high crop-
ping intensity'’. It appears from the survey of the Project Lvaluation Report that wheat and
chillies are being cultivated on a significant scale in certain areas of the project®. The benefit
of wheat and chillies wete not at all taken into account in the SAR’s cost-benefit analysis.

The Project Completion Report did not undertake an economic re-evaluation of the
project because the direct benefits of the project can not be clearly identified for the following
reasons : '

(a) ~ Additional components have been mcorporated Tnto” thc pro;ect area. As such it is dlfﬁ
cult to separate the eﬁ'ccts of the pro;ect -

B304 LR ¥V SZAISE i e B -

(b) Similar development measures such as minor irrigation, agriculture cxtensxon, roads etc,
were executed in the adjacent areas of the project. It is not, therefore, possible to measure
" the’situation which would:kidve prevailed without the project. :



TABLE 9 .

UPAZILA-WISE CROPPING INTENSITY, 1982-86

Upazila 1982 1983 1984 1985 1986
Shariakandi 2.1 2.2 1.95 2.05 2.00
Sonatala - — 2.3 2.35 2.35
Gabtali 2.0 1.93 1.56 .94 1.9
Bogra Kotwali 2.1 252 2.2 2.2 DR
Sherput 1.85 1.86 1.87 1.87 1.88
Muktagacha 2.11 2.13 2.13 2.17 2.17
Gaffargaon 2.06 2.06 2.08 2.09 2.10
T'rishal — 2.04 2.01 2.01 2.02

Source : Upazila Agriculture Office.

The PCR analysed the land use data and came to the conclusion that the increased crop-
ped area of 191,000 ac were brought under paddy cultivation in the projectarea. Assuming a
yiled of 0.83 tons per acre, there was an incremental paddy production of 158,000 tons. ‘The
PCR concluded that such benefits would yield an economic rate of teturn of 1294%

There are two major weaknesses of the ERR analysis in the PCR. First, the actual
investment cost of the project was substantially less than the appraised cost. The estimated
incremental paddy production in the PCR (158 thousand tons) was 1.45 times higher than that
of the SAR estimates (108.6 thousand tons). The PCR used paddy prices of RD II SAR which
is higher than the RDI appraised estimates in both Taka and US § terms. 'There is no
credible explanation as to why the realized ERR of the project isless than onc sixth of the appra-
ised ERR. Secondly, out of increased cropped area of 191,000 ac boro production increased by
only 66,000 ac whereas the increased cropped arca of HYV Aus and HYV Aman was estimated
at 125,000 ac. The PCR itself expresses doubts about the reliability of data on HYV
Aman and HYV Aus because availble data indicate that local Aus and local Aman areas have
remained more or less at the same level though there has heen a significant expansion of acreage
under HYV Aus and Aman. It is not know from whete the additional acreage came. In fact,
the statistics on paddy acreage collected by this study for the period 1984-86 seems to be mote
consistent. Tt appears. that the: incresesed. area undet Boro was ptoyided by 2 fall in the
arca under Aus and Aman cultivation.
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‘Thete ate, two majot methodological-issués in assessing the benefits of RDI.

— Hstimating the Future without Project
— . Separating the benefits of RDI project from the benefits of other programmes in the

project area.

¢ "The net benefit of a project is computed by deducting the benefits which would have
accured without the project from the actual benefits arising from the project. Net benefits in
such cascs are usually calculated by comparing post project production with actual production
in similar areas not covered by the project (which are known as control areas). However, con-
trol areas for comparison with RDI can not be identified because similar areas in the same dis-
tricts were covered by other projects. This problem has been compounded by the dubiousness
of RDI benchmark data. In this paper, the future without project estimates of the SAR have
been used for two reasons. First, even if it is proved that the benchmark data used in the SAR
were underestimates, the SAR’s estimate of future without the project may not be far from the
reality. The SAR assumed that paddy production would increase by 20 percent at full deve-
lopment even in the absence of the project. This assumption was based on the hope that the
acreage of LLPs would increase from 29 thousand ac to 31 thousand ac even in the absence of
the project. During the period 1984-86, only 10.7 thousand ac were itrigated by the LLPs
b;:causc of a significant reduction of surface water flow in the project area. This implies that
the irrigated atea without the project would have hardly increased and there would have been no
significant increase in yicld in the absence of the project. ‘Thus even if the benchmark data
were 20 percent lower than the actual, SAR’s future without project estimtc would remain

valid. Secondly, in the absence of a suitable control area, it is not possible to construct an alter-

native estimate of future without project.

The RDI project area received a large number of irrigation equipment from other com-
plementary programmes. In 1987, there were 7709 STWs in the project area out of which only
2400 were financed by the project (see table 10). 995 DT'Ws ate operating in the atéa but none
of them were financed by the project.  Thus the benefits of RDI should be separated from bene-
fits of other projects. This may be done in two ways. First, since irrigation is the main engine
of growth in agriculture, RDI’s contribution ta crop production may be fixed on the basis of the
share of RDI supplied irrigation equipments’ command area in the total irrigated area. During
the period 1984-86, RDI’s share in irrigated area varied between 19.2 to 24.9 percent (see table
11).. The ayerage RDI equipment irrigated about one fifth of irrigated area in the period
1984:86; Thus RDVP’s-share of incremental paddy production may be fixed at 20 percent, In the
alfsrpatiing the investment cost of RDI may be revised by addifig the cost-of additioal irtigation

-~ . - ’tl
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TABLE 10

IRRIGATION EQUIPMENT IN USE IN RD 1 PROJECT AREA, 1987

Sty LLP STW DTW
Replacement of Pre-RD 1 supply 300 78
From RD 1 612 2356 I
New supply outside RD 1 — 5053 917
Total 7709 995

Soutrce : Upazila Agriculture Offices.

equipment and the ERR may be computed on the basis of total cost of all irrigation equipment

rather than that of RDI alone.

For calculating the annual gross benefits it is assumed that the average rice yield for
the period 1984-85 represents the full-development potential for the project. It may be men
tioned here that the yield has already exceeded the expected yield of the SAR. The command
atrea of irrigation equipment is less than the target. However, because of the commissioning of
too many irrigation equipment, the command area of these equipment cannot be increased
significantly. The gross benefits of the project on the basis of SAR’s benchmark data stands at
161.4 thousand tons of paddy (see table 12)

An analysis of economic costs and benefits suggests that the project is economically
viable. (see table 13). The first estimate of ERR was calculated on the following two assump-
tions : (a) in proportion to its share in the total irrigated area, the gross benefits due to RDI
would be one fifth of gross increase in output as calculated in table 12. (b) The financial
and economic prices as well as the costs projected in the SAR of RDI were used. The
ERR in this case stands at 36.02 which is much higher than the opportunity cost of ,capital
(see table 13).

In estimate 2 it was assumed that the actual benefits were 50%, lower than the benefits calculated
in estimate 1. Even with this highly restrictive assumption, the project is economically viable
and the ERR is calculated at 16.84%,. The third and fourth estimates differ from first two
estimates in two ways. First, instead of separating the effects of RDI, it is assumed that the gross

benefit calculated at table 12 was the result of combined investments in ritrigation of RDI and

4—
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TABLE 11

Year Total irrigated Area Irrigated RD 1’s share in
Area by RD 1 Equipment total irrigated area
1982 112.9 35.5 314
1983 122.3 38.2 31.2
1984 154.9 38.6 24.9
1985 191.5 36.8 19.2
1986 186.9 36.0 19.2
Source : Upazila Agriculture Office
TABLE 12

TOTAL YIELD : SAR PROJECTION AND ACTUAL (in 000 tons Paddy)

Type of SAR’s before SAR’s future SAR’s future Average
crop the project without the with the Agriculture
estimate. project estimate project estimate Dept. estimate
for 1984-86
Local Aus 82.6 (AL 48.1 64.5
HYV Aus 17.3 73.8 107.2 108.8
Local Aman 15.4 15.4 15.4 325
L.T. Aman 183.6 163.7 1557, 166.4
HYV Aman 42.8 150.1 192.9 196.6
L. Boro 12.5 16.0° 19.2 10.9
HYV Boro 23.9 53,3 120.1 240.3
Total 378.1 544.3 658.6 820.0

Source : SAR and Data collected for this study
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TABLE 13

ECONOMIC ANALYSIS OF RD1 PROJECT UNDER VARIOUS ASSUMPTIONS

SL Investment Share of Economic Any other ERR B. C. Ratio
No. cost RD-1in and financial assumption
gross prices
benefits.
Estimate
No. 1 Investment 209, Same as in - 36.02 2.183
cost of RD1 the SAR of RD-1

Estimate Investment 209, Same as in the 509, of gross 16.84 1.09
No. 2 cost of RD1 SAR of RD-1 benefits

assumed to be

real
Estimate Investment  100%, Same as in the — 99.49 3.6
No. 3 cost of RD1 National Water
—-costs of addl. plan (1983 prices)
DTWs & STWs
in use
Estimate
No. 4 Investment
cost of RD1 1009, Same as in the 509, gross  32.33 1.4
J-cost of addl. Nztional Water benefits assu-
DTW, STWs & Plan (1983 prices) med to be real.
LLPs in use

Soutce : (i) Soutce of gross benefits - Table 12

non-RDI programmes. Secondly, the cost, economic and financial prices of National Water Plan
were used. ‘The third estimate in table 13 shows that the ERR of the combined investment in
irrigation (including non-RDI investment) in the RDI project area is 99.49%. The fourth
estimate shows that even if the gross benefits of the project as calculated in table 12 are reduced

by 509, the ERR would be 32,32 percent, The inescapable conclusion from this exercise is
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that the RDI was an economically viable project. As the benefits of non rice crops and other

components have not been included, the estimates in table 13 are likely to be underestimates.

These tesults are not, however, surprising. The ERR of minor irrigation project in
Bangladesh is very high. As table 14 indicates the average command area of RDI irrigation
equipment is much higher than the minimum economic command area. According to the cal-
culations of National Water Plan in Bangladesh, the minimum economic command area of a

STW is 3.2 ac whereas the average command area of STW inRD T is 11.1 ac.

TABLE 14

COMMAND AREAS OF MINOR IRRIGATION
EQUIPMENT AND ECONOMIC RETURN

Equipment Minimum economic  Average Potential IRR B/c ratio
command area (in ac)  command command
area in area (in ac)
RD-1 (in ac)
LLP 7.4 15.8 202 s 5.4
STW 3.2 11.1 12.3 617 3.8

* No negative cash flow : Therefore, IRR can not be calculated.
Soutce : (1) Column 2 and 4- Table-3.22, National Water Plan Vol. 1
(2) Columns 5 and 6, Table 3-25, National Water Plan, Vol. 1
(3) Columns - 3, Table 5

The estimates of National Water Plan show that the ERR of a STW is as high as 617 percent-
Since minor irrigation component constituted about 60 percent of total investment in RDI, it is

very-difficult to accept Rene Dumon’ts assertion that RDI had no influence on agricultural

productivity.

Several lessons may be learnt from the ex-post assessment of the ERR in table 13. First-

the economic efficiency of the project would have substantially increased if the DTWs and addi-

tional irrigation equipment were provided by the project. The ERR would have increased from

36% to 99.49%,. The project design could have been considerably improve by a comprehen-

sive assessment of the irrigation potential in the project area, Secondly, the irrigation equip-
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ments were fielded haphazardly as they were not planned under a single project. The economic
efficiency of equipments would have been increased if all the ecquipments were coordinated
through one project. Finally, there was considerable wastage of financial resources as more
than 509, of 1400 LLPs imported under the project could not at all be used. This was not,
however, reflected in the economic analysis as the LLPs were provided as replacement of
existing LLPs and rcplacement costs are not included in economic aralyses. Despiie these

shortcomings, the irrigation component of the project has proved to be a success.

The raising of agricultural productivity is 2 means and not the end of a rural development
project, Thus the success of this project can not be judged on grounds of economic efficiency
alone, Tt is also necessary to ascertain whether the rural poor have benefited from the project.

VI. Evaluation of Institutional Development .

The rural societies in developing countries are very often characterized by the “isolation
paradox”.* In such societies, “individuals in isolation act to the detriment of each other unless
they know that their fellows will act in 2 manner that serves the general well-being and even then
individuals may not act in the public interest themselves”. It is thus very difficult to build
institutions which can overcome the mutual distrust and conflicts in rural societies. However,
developing effective institutions is the very essence of rural development for several reasons.
First, irrigation is the most potent engine of growth in agricultural sector., In a minifundist
agriculture like Bangladesh where the plots of small holdings are scattered, modern irrigation
involves the close cooperation of a number of farmers. Such cooperation is critically depend-
dent on the institutions for irrigation. Secondly, it is not sufficient to commission an irrigation
equipment. It has to be properly operated and maintained. This can not be done without
effective gross-root institutions. Thirdly, rural development projects iti the long run should be
self-sustaining. They can not count on indefinite flow of resources from outside. Develo-

ping suitable institutions for cost recovery is, therefore, an essential precondition for project

sustainability.

The keystons of the institutional framework of Rural Development Project 1 was
the two-tier cooperative system which organizes village based farmer’s cooperatives (KSS) and
federates them into upazila Central Cooperative Association (UCCAs previously styled as TCCA).

The following critical functions were assigned to two-tier cooperative :

—  expansion of two-tier cooperative membership and enforcement of cooperative discipline
among the members, The provision of adequate short term (ST) credit rinputm
Baugladesh publy. Administration

7 3 9 !t j Training Centre
Savar.Dhaka,
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—  the provision for medium term (MT) credit for procurement of irrigation equipment
— making the two-tier cooperative financially viable.

There has been a significant expansion of KSSs in the project area since the launching
of RDI. 1In 1975 there were 695 KSSs ; in 1986, 2218. The target for KSS in the SAR was
1343 KSS in 1985, whereas the actual achievement in 1985 was 2140-about 60 percent higher
than the target. In 1975, there were 18651 members (see table 15). The target for 1985
in SAR was 150,000. In 1985, there were 110,399, members and the actual performance was
about 26.4 percent less than the target. The performance of the cooperatives can not be asses-
sed in terms of its growth alone. It is also necessary to assess the qualitative performance of
these organizations,

TABLE 15

GROWTH OF KSS (Projected and Actual)

Year Actual/projected No. of KSS No. of Average 9%0f farm
members No. per  houschods.
KSS

1975 Actual 695 18651 26.8 12
1983 Actual 1898 94943 50.2 29
1985 Projected 1343 150000 112.0 83
1985 Actual 2140 110399 51.5 34.7
1986 Actual 2218 116457 528 36.6

Soutce : UCCAs

There are four major weaknesses of the KSSs. First, the size of the KSS in terms of
membership is small. The SAR projected that at full development, there will be 112 members
per KSS. 1In 1986, there were on an averge 52.5 members per KSS. It is unlikely that such
small KSSs will ever be economically viable.

Secondly, the SAR expected that the TCCA-KSS membership would increase until a
1009, coverage of the “prospective households™ (about 83 percent of farm households) was
reached by 1985. So far only 36-6 petrcent farm households or a bout 44 percent prospective
houscholds have been covered. As a result, the KSSs can not effectively operate irrigation

equipment for two reasons, The non-members have to be mobilized for running irrigation
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equipment. Moreover, even if the non-members are induced to join irrigation groups
problems arise in aportioning capital cost of irrigation equipment betweent members and
non-members. Of the 40 STW-KSS groups surveyed far this report, only 5 STWs wete
run exclusively by the KSS members and non-members were in a majority in 40 percent
irrigation groups (see table 16). This clearly suggest that further expansion of KSS
membership is necessary in irrigation groups.

Thirdly, the quality of KSSs should be assessed. The cooperatives in Bangladesh are
classified on the basis of a composite index of performance (see table 17). Available data
suggest that the quality of KSS in RDI project area is fast deteriorrting (see table 18). In
1933-84,48.4 percer.t KSSs belonged to A and B category respectively and 51.7 percent
KSSs which belonged to C class and below were virtually inactive. The share of inactive

societies increased to 61.4 percent in 1985-86. Thus the number of inoperative KSSs has

TABLE 16

PERCENTAGE OF NON-MEMBERS IN KSS OPERATED STW GROUPS
IN BOGRA PROJECT AREA, 1987

Upazila Total No. of Groups
groups with no  with less with more  with more  with more
surveyed non-mem than 259 than 25%,  than 50%,  than 759,
bers non-members less than and less  non-members
50%, non-  than 759,
members non-members
Bogra Sadar 10 2 1 4 2 1
Sherpur 10 2 5 3 — —
Gabtali 10 - 1 ’ 2 6 1
Shariakandi 10 1 g — B w0 GEiames D
Total 40 5 . 12 11 5
(12.5%)  (17.5% (30% (27.5%) (12.5%)

Source : Data Collected for this study
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TABLE 17

BANGLADESH
RURAL DEVELOPMENT 11 PROJECT
KSS Classification Criteria

For ‘A’ classification, the minimum requitement would be 60 ; for ‘B’ 50.

Scale
No. Subject Condition % Marks 1/
1. Loan Repayment Percent repayment of amount due during 100 40
the year 30 0
2. Capital Percent of shares and savings i 10
Formation target reached 2/ <25 0
3. Accounting All annual accounts completed yes 10
and in order no 0
4. Weekly Meetings All due meetings held > 50 10
of KSS/BSS <20 0
5. Training at Percent of programmed classes > 50 10
TCCA attended by manager 15 0
6. AGM Meetings held as per cooperative yes 10
rules no 0
7. Coverage Percent of eligible village 50 10
households covered 20 0
Maximum Total Mark 3/ 100
1/ Marks for achievement in between the limits indicated in the table should be proportionally
reduced.
2/ Each KSS member is targetted to save Tk 25 pet yeat.
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TABLE 18

CLASSIFICATION OF KSS IN RD-1 PROJECT AREA ON
THE BASIS OF PERFORMANCE , 1983-84 TO 1985-86

Number Petcentage of
Year A class B class C Class A Class B Class C class
1983-84 399 560 1027 20.1 28.2 T
1984-85 388 552 1200 18.1 254 56.2
1985-86 339 520 1363 152 2377 61.4

Source : UCCAs

increased from 1027 in 1383-84 to 1963 in 1385-86. An analysis of inoperative societies in
1985-86 (table 19) shows that the situation is desperate in some upazilas. 71.1 percent KSSs
are inactive in Gaffargaon upazila; in Gab‘ali, 69.5 percent ; in Trishal, 68.3 percent. The
overall performance of the KSSs s:em to be much less satisfictory than the national
average. According to BRDB’s annua! report, only 35 percent KSSs in the country as a

whole were inactive in 1984-85. The corresponding figure for RDI KSS is 56.2 (see table 18).

Fourthly, the main strength of the Comilla type two-tier cooperative lies in its success
in motivating the members to make small but regular thrift deposits. ‘This was also the approach
of the Raifeisen cooperatives hich flourished in the 19th century Gerxany. So far, the
UCCAs in RDI have succeeded in mobilizing more than Tk. 12 million from the members in
shares and deposits. However, these savings were not voluntary and regular. In most cases,
shares and savings were deducted fiom loans -dvanced to the members. It is interesting to
note that saving per member in RDI area is less than the national average (see table 20). In
1983-84, the average saving per KSS member in Bangladesh was Tk. 139.36 ; per head saving
in RDI UCCAs was Tk. 112.5 only. That discipline is lax in RDI cooperative societies is
evident from the fact that most of the prescribed registers are not at all maintained by KSSs.
For example, 53.2 percent KSSs in RDI project do not even maintain membetship registers.*
'The conclusion seems inescapable that most of RDI KSS are paper organizations. One of

the major aims of the project was to reinstate in the seven thanas the proven practices
adopted in the Comilla system in the prime years such as weekly meeting, training and thrift

deposits. An analysis of RDI cooperative societies shows that they ate cooperative

5—
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TRBLE 19

UPAZILA-WISE CLASSIFICATION OF KSS IN THE PROJECT AREA, 1985-86

Number Percentage
Upazila A class BClass Cclass AClass BClass CClass
& below
Sonatalda 56 31 39 44.5 24.6 30.9
Gabtali 27 31 132 14.2 16.3 69.5
Shariakandi 16 46 81 11.2 32.1 56.7
Bogra Kotwali 59 L2 142 17.9 38.8 43.5
Sherpur 35 48 144 15.4 21.1 63
T'rishal 40 82 263 10.4 21.3 68.3
Gaffargaon 45 73 290 11.0 17.9 71.1
Muktagacha 61 82 272 14.7 19.7 65.6
Source : UCCAs
TABLE 20

SHARES AND SAVINGS PER COOPERATIVE MEMBER
IN BANGLADESH AND RD 1, 1982-83 AND 1983-84

Bangladesh RD-1

Year Total Total Shares Per member T;;al Wt Tjot;l "

member and savings shares and member shares

(in 000) (in 000) savings (in 000) and savings

(in Tk.) (in 0G0 Tk)

1982-83 2110.5 234891.0 111.29 102.8 10543.0
1983-84 2312.3 322500.0 139.46 107.2 120€0.0
Soutce : Annual Report, BRDB, 1983-84 and 1984-85

Data on savings in RD-1 in 1983-84 were collected from the UCCAs.

Per member
shares and
savings (in
Tk.)

102.5

112.5
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societies without the spirit of cooperation. Weekly meeting and training classes have

virtually been discontinued in RDI area.

One of the main functions of the two-tier cooperative was to ensure the smooth and regular
flow of short term agricultural credit to small farmers for purchase of modern inputs in the
crop season. There was a significant expansion of short term ctredit from Tk. 3.6 M in
1975-76 to Tk. 37.46 M in 1983. Despite this impressive performance in disbursing agricultural
credit in the project area, credit recovery rate is declining at an alarming rate. As
table 21 indicates the rate of recovery as percentage of dues has-fallen from 52.6%, in
FY 1981-82 to 18.19, in FY 1985-86. None of the UCCAs were qualified for disbursement
of credit in 1986-87 according to standards presctibed by the bank. Some of the UCCAs have
been disqualified for 3 to 5 years. The disbursement of short term credit has virtually come
to a standstill. The overdue ST loans now stand at Tk. 22.1 M. About25.6 petcent overdues

in January 1987 were over five years old (see table 22). 95 percent of all overdues are outstan™

TABLE 21

RECOVERY OF ST CREDIT IN RD 1 (in Million Tk)

Year Amount due Recovery Recovery as 9, of due
1981-82 24.9 13.1 52.6
1982-83 29.3 9.6 32.7
1983-84 31.1 7.0 22.5
1984-85 39.1 923 23.7
1985-86 50.1 9.1 18.1

Source : UCCAs

ding for more than a year whereas ST credit is advanced for six months with a grace period of
2 months for repayment. The poor recovery rate of short term credit may be attributed to two
factors. First, credit is very often overdue with the large farmers who dominate the managing
committees of the cooperatives. Moreover, in some cases loans were issued to fictitious per-

sons by ‘unscrupulous UCCA employees, Thus poor supervision is one of the reasons for
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poot recovery of credit. Secondly, the farmers can not tepay short term credit unless they can
produce more. It appears that the recovery performance in Bogra atea was better than in My-
mensingh area till 1983. Bogra received most of the irrigation equipments. Consequently, it
was easier for Bogra upazilas to recover credit. However, two Mymensingh upazilas (Gaffar-
gaon and Trishal) were given large amounts of short term ctedit without the provision
of adequate irrigation facilities. As a result, more than 50%, of five yeats old overdues ate con-
centrated in these two upazilas. It is interesting to note that overdues in Bogra upazilas have
increased alarmingly since 1984. This may be attributed to two major floods in the pro-
ject area in 1984 and 1986 caused by bteaches in the Brahmaputra Right Flood Embankment.
This suggests that unless adequate irrigation facilities and reasonable protection against

flood can be provided, major risks for recovery of ST agricultural credit can not be eliminated.

TABLE 22

OVERDUE ST CREDIT, 1987 (in lac taka)

Upazila Over 1 year  Over 2 yeats Over 3 years Over4 Over Total
years. 5 yeats.
Bogra 7.6 14.67 4.29 3.52 1.06 31.14
Shariakandi — 2.4 3.61 5.10 2.78 13.89
Gabtali — 20.32 7.11 3.29 6.52 37.24
Shetpur — 18.76 17.96 9.39 8.26 54.37
Muktagacha 3.60 1.48 11.62 4.41 13.80 34.91
Gaffatgaon — — — 16.15 15.38 31.56
Trishal — — — 9.80 8.58 18.38
Total 11.2 57.63 44.59 51.66 56.38  221.46

(5%) (26%,) (20.1%) (23.4%,) (25.4%) (100%)

Soutce : UCCAs

The petformance of the two-tiet cooperatives in the recovery of MT credit is worse than
that of the ST credit. 'The UCCA reports show that the recovery rate of MT ctedits has fallen
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from 10.3 percent in 1981-82 to 5.4 percent in 1985-86 (see table 23).  About 20.9 percent over-
dues is more than five years old. More than two thirds of overdues are outstanding for more
than 3 years (see table 24). In fact, the percentage of 3 year old overdues may be higher bacause
of the UCCAs themselves do not know the exact amount of overdues. The normal pro-
cedure for supply of irrigation equipment was bypassed for quick fielding of these equipment.
Normally, irrigation equipment is procured by securing MT credit from the Sonali Bank
through the UCCA. As the field ng of irrigation eqiupment was delayed, the BADC undet ins-
tructions from the proeject office handed over the irrigation equipment directlyto KSSs without
completing the formalities of MT credit with Sonali Bank. As a result loan papers for MT cre-
dit were not processed. This had three undesirable consequences.

First, no mechanism for the recovery of MT credit for irrigation equipment was clearly
specified.  As a result, no institution took the :esponsibility for the realization of this credit
and there is no pressure from the above. Secondly, as the performance of the UCCAs in collec-
ting project MT credit is not known to the financing institution, the credit rating of the UCCAs
can not be propetly assessed. ‘This has contributed to an undesirable expansion of credit.
Finally, accounting complications have arisen at various levels. Nobody knows exactly who
owes how much to whom. The BADC was provided funds from the project for procurement
of irrigation equipment. At the same time, the BADC is demanding the sale price from the

UCCAs for irrigation equipment. The accounts between the BADC and the project office and

TABLE 23

RACOVERY OF MT CREDIT IN RD-1

Year Amount due Recovery Recovery

(in lac taka) (in lac taka) as 9, of amount.
1981-82 315.95 32.64 10.3
1982-83 828199 32.65 10.1
1983-84 472.83 ‘ 32.50 6.9
1984-85 669.9 48.83 752
1985-86 745.8 40.28 5.4

Source : UCCAs
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TABLE 24
PERCENTAGE OF OVERDUES YEAR-WISE IN RD-1, 1987

Period % of total overdues

Overdue for 1 year 1557
Overdue for 2 yeats 15T
Overdue for 3 years 20.8
Overdue for 4 years 20.0
Ovetdue for 5 years & mote 20.9

Source : UCCAs

between the project office and the UCCAs have not been squared up as yet. The confusion

has been worse confounded by the winding up of the project office after the official completion
of the project.

The inability to recover the MT ctedit for irrigation equipment will seriously impair the
sustainability of the project for two reasons. First, if the MT credit is not realized, the Govt.
will have to bear ultimately the cost of irrigation equipment. The Govt. can not subsidize
irtigation indefinitely. The economic life of existing LLP usually lasts for seven years whe-
reas the assumed life of STW is only 10 years. The KSSs will require fresh credit for repla-
cing the equipment supplied by RDI project. This may not be possible unless the previous
credit is repaid. On the other hand, small farmers find it very difficult to repay long-
standing loans. Thus the long run viability of irrigation equipment of RDI is at stake. Secon-
dly, the KSSs ignore the operation and maintenance of equipments which are not owned by
them. It is not surprising that the number of inoperative irrigation equipment is increasing fast.
The number of inoperative STWs has increased from 3 in 1982 to 202 in 1986 (see table 25).
The economic viability of RDT will be threatened if this trend continues.

One of the major objectives of the porject was to make the UCCAs self-supporting. With
this end in view, the physical facilities like office buildings, fertilizer godowns and general go-
downs, thana workshops we-e provided from the project. Addi‘ional staff were given to the
UCCAs and both MT and ST ctedits were funnelled through the UCCAs who were authorized
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TABLE 25

INOPERATIVE IRRIGATION EQUIPMENT IN RD-1

Year No. of inoperative LLP No. of inoperative STW
1982 Z 3
1983 5 36
1984 13 91
1985 16 138
1986 16 202

Source: UCCAs

to collect setvice charges for credits. Despite the sizeable assistance from the project most of
the UCCAs have not as yet atatained financial independence. As table 26 indicates most of
the UCCAs can not even meet the operating costs from their own budget. However, if the
bad debts of the UCCAs are taken into account, most of them are not financially viable. There
are several reasons for this failure. First, the commercial operations of some of the UCCAs
were not propetly supervised. There were major cases of misappropriations in Bogra Kotwali
and Gaffargaon UCCAs. Secondly, the supeivision of KSSs was lax as the KSSs were expanded

too rapidly. As a result, overdues accumulated and UCCAs were deprived of service charges.

While the two-tier cooperative had the main responsibility for sustaining irrigated agri-
culture, the operation and maintenance of the physical infrastructure was entrusted to a number
of agencies. The responsibility of maintaining the paved roads lay with the district councils.
However, these councils did not have adequate funds for regular maintenance of these
roads. Though the roads are negotiable at the moment, they need immediate repairs. The erst-
while thana councils had the responsibility of maintaining Katcha roads, rural markets, drainage
channels and TTDC buildings. Since the erstwhile thana councils never had enough funds, the
maintenance of these facilities were badly neglected in the past.  Of late, there has been consi-
derable improvement in the situation with the iatroduction of the upazila system which
provides regular funds for the O & M. Some of the badly neglected unpaved roads and upazila
facilities have already been taken up for repair. Some of the upazila parishads are also contem-

plating to repair rural markets. However, the dringage channels continue to be neglected.
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TABLE 26

OWN INCOME AS 9%, OF TOTAL EXPENDITURE

Own income as %, of total expenditure in
o

Upazila 1981-82 1982-83 1983-84 1984-85 1985-86
Gaffargaon 47.8 75.0 90.5 84.5 78.1
Trishal 145.2 179.6 19152 190.2 116.2
Muktagacha 96.9 19.2 61.9 99.5 ==

Gabtali 187.8 S 169.0 78.6 116.5
Sherpur 61.3 174.2 204.1 9.9 100.4
Shariakandi 141.2 78.5 64.0 57.5 238.0
Bogra Sadar 62.9 67.04 §7.0 251.6 T2

Soutce: UCCAs

These channels will have to be reexcavated on the basis of new designs. The upazla parishads
do not have the technical capability to do this. Most of the facilities constructed for UCCAs
arc still being used. However, the UCCAs do not earmark funds for O & M on a regular
basis. Most of the ponds excavated by the project have dried up. It was originally stipulated
that the pond cooperatives will look after them. This did not materialize because most of these
ponds were not handed over to coopertives and even where ponds have been transferred to
cooperatives the yield is so low that the coperatives do not have enough resources to undertake

reexcavation. ‘The motor cycles and bicyles and other equipment were distributed to a

number of agencies. Most of these are now out of order.

A numbet of problems of O&M has cropped up as a result of the winding up of project
management unit which was set up for the implementation of the project. First, the documents
of ownership of certain faicilities were not handed over to line agencies. As a result, no agency
can fruitfully utilize them. The residence-cum-office for bloc supervisors of agricultural
extension is a case in point. The upazila parishads can not undertake the maintenance of these
offices as they were not handed over to upazila parishads. Similar problems arose in the case

of pond fisherics. Secondly, a number of posts which were created for the project had been
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abolished. No instruction was issued by the project office regarding the equipment and facili-
ties of these offices. Finally, the accounts with all agencies have not been squared up as yet. The
tangle over the payment of the price of irrigation equipment continues to muddle the relation-
ship between the BRDB/BADC and concerned UCCAs. A special office should be set up to
square up the accounts of RDI and to monitor the collection of MT credit from UCCAs.
Necessary instructions should also be issued by the Government regarding the disposal of these

funds.

VII. Evaluation of economic equity.

Rural development should not be misconstrued as the conventional “Growth Game”,
It involves the transition from production-centred growth to people-centred development.
A high economic rate of retutn is a necessary but not a sufficient condi‘ion for the success of
rural development projects. The ultimate criterion of its success is its ability to improve the
social and economic conditions of the rural poor. This can not, however, be achieved by mere
injection of resoutces from outside. An institutional mechanism has to be established for trans-
mitting the benefits of growth to rural poor. The institution-building for the rural poor
assumes greater urgency in countries like Bangladesh where the social structure in rural areas
is dominated by local elites who “stand as nets between the poorer people and the outside world,

in the sense that they catch and trap resources and benefits.”

The SAR of RDI exrected that “most of the would-be beneficiaties ate small farmers with
incomes below the subsistence level”. An analysis of farm size of 798 users of projectus irri-
sation facilities in Bogra indicates that the small farmers were not the main beneficiaries of the
project.  According to Bangladesh Census of Agticulture and Livestock 1983-84 about 73.19
percent holdings in the Bogra proje t area are small, owning less the 2.5 acres of la d.
However, small farmers constituted only 54.7 percent users of KSS STWs in the project area
(see table 27). 23.63 percent farmers in the project area are classified as medium holdings
(owning more than 2.5 acres but less than 7.5 acres). 'The proportion of the medium farmers
among the users of KSS STW is 33.89,. Oanly, 2.76 petcent holdings in the area own more than
7:5-acres of land and are classified as large farmers. The share of large farmers in the KSS irriga-
tion groups is 11.5 percent. Thus it is evident that medium and large farmers had dispropor-
tionate access to project facilities. However, in terms of operated land, the share of small far-
mers in the KSS groups was larger than that in the Bogra project area as a whole (Table 28).
This may be explained by the fact that 35 percent KSS itrigation group members own more than
one acte but less than 2,5 acre of land whereas only 16.95 percent farmers in the project area

belons to this categoty. The shate of very small farmers with less than one acte of

6"‘



42
TABLE 27

A COMPARISON OF THE PERCENTAGE OF HOLDINGS BY SIZE
BOGRA PROJECT AREA, KSS GROUPS AND PRIVATE IRRIGATION GROUPS

%oof small holdings in | Y, of medium holdings in | 9, of large holdings in

Upazila/ All :KSS [Private | All KSS [ Private |All KSS Private
area holdings| group |group | holdings |group | group |holdings |group | group.

Sherput 63.90 49.0 46.5 29.28 39 44.1 682 12 9.4
Shariakandi 68.58 54.8 65.3 29.32 35.2 22.1 6.10 10 12.6
Gabtali 78.45 52.0 56.8 19.60 30.8 31.7 1.95 17.2 e

Bogra Sadar 76.39 61.0 51.0 20.85 33.0 30.2 3.76 6.0 18.7
Weighted ;

averageof 73.19 54.7 54.9 23.63 33.8 32.0 3.18 11.5 13.1
Bogra project

arca

Soutce: (1) Data on Project area collected from Bangladesh
Census of Agticulture and Livestock, 1983-84

(2) Data for other columns collected by a survey for this report

land was 56.249/, in the project area. However, only 19.3 petcent users of KSS STWs owned
less than one acre of land (sce table 29). Thus the majority of very small farmers had no access
to project facilitics. This obviously implies that the income of the farmers owning more than
one acte of land in the project area has riscn faster than the income of 56.24% who own less
thaft one acre of land. Thus the failute of the potject to attract majority of vety small
armers contributed to polarization in the project arca. In terms of irrigated area, the main
beneficiaries of the project ate medium farmers and small farmers owning more than one acre of
land. The poorest segment of the rural society who had less than one acre of land hardly bene-
fitted from the project. One of the main reasons for this failure was the inability of the KSSs
to enrol the tenants in cooperative societics. Only 5.2 percent usets of the KSS STWs in the
potject area are tenants (table 30) whereas according to the SAR bout 20 percent land is

cultivated by sharccroppers.  The land distribution in-the project is already skewed ;
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TABLE 28

A COMPARISON OF THE PERCENTAGE OF LAND OPERATED BY SIZE OF
HOLDING IN BOGRA PROJECT AREA, KSS GROUPS & PRIVATE IRRIGATION

GROUP

~ 9, of land operated % of land operated v}, of land operated

Upazila by small farmers in by medium farmers in by large farmers in
area | [ ( ! ! ! !
Al KSS | Private] All . KSS ' Private [All | KSS | Private
Iholding group ] group ’ holding | group | group .ho]ding group | group

Sherpur 24.69 40 244 4582 36.4 38.6 2948 236 37
Sariakandi  26.64 32.2 48.3 40.71 458 33.6 32.65 21.9 18.1
Gabtali 43,18 32.26 394 44.33 35.9 12.29 . 32.2  24.7 48.3

Bogra Sadar 38.90 47.0 42.6 44.44 452 28.6 16.66 7.8 28.8

Source. :* Data collected for this Report

TABLE 29

A COMPARISON OF THE SHARE OF FARMERS WTIH LESS THAN
ONE ACRE OF LAND IN BOGRA PROJECT AREA

Upazila Share in all Share in Share in Private
holdings KSS Groups groups.

Sherpur 48.8 14.0 13.9

Sariakandi 50.6 18.0 22.10

Gabtali 60.8 : 22.1 33.1

Bogra Sadar 59.8 20.3 17.4

Source : Bangladesh Cessus of Agricultute and Livestock 1983-84 and data collected for
this Report. -
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only 3.18 percent large farmers own 16.66 percent land (see tables 27 and 28). This is likely

to be more skewed as middle and large farmers have more access to water than small farmers.

A comparison of the users of private and KSS ST'Ws shows interesting differences between
these two groups. The proportion of land irrigated by larger farmers is much higher in private
groups than that of the KSS groups (see table 28). However, the share of small farmers with less
than one acre is higher in private groups (27.9%) than in KSS irrigation groups (see table 29).
The above data suggest that large farmers and small farmers with less than one acre of land
were the main beneficiaries of private STWs whereas the medium farmers and small farmers

owning more than one but less than 2.5 ac were the main clients of KSS STWs in Bogra project
area.

From the efficiency point of view, there is hardly any significant difference between the
private and KSS irrigation group . It is usually argued that the command area is optimized. in
STWs operated by KSS than private groups.#? This hypothesis is not supported by ev1dence
in case of Bogra project area (see table 31).

TABLE 30

TENURIAL STATUS OF THE USERS OF IRRIGATION EQUIPMENT
IN BOGRA PROJECT AREA,

KSS Groups Private groups
Upazila % of owner 9, of owner 9 of tenant (%, of owner % of owner 9, of ‘tenant

users cum tenant Q users user | cum tenant | users

users ; users ;

i ,'
Sariakandi 64.3 29.6 6.1 48.5 33.6 17.9
Sherpur 72.0 28.0 0.0 71.4 24.5 4.4
Bogra Sadar 54.1 34.4 11.5 546 31.4 14.0
Gabtali 65.4 33.2 1.4 0.2 o 25.0 4.8

Bogra Project : e A P
Area 63.1 31.7 5.2 612 28.6 .  10.2
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TABLE 3]
A COMPARISON OF KSS AND PRIVATE IRRIGATION GROUPS IN BOGRA
PROJECT AREA : '
Upazila - i Indicator | KSS Groups | Private Groups
Bogra Sadar Average uset 18.2 17.2
per STW :
Gabtali 1k 21.7 29.6
Sariakandi | 19.9 19.0
Sherpur n 10.0 8.6
Bogta Project Area 0 17.45 28.6
Bogta Sadat Command Area 34.7 44.56
per STW (in bigha)
Gabtali i 39.9 - 36.04
Sariakandi . 27.6 - 23.98
Sherpur - 30.15 29.96
Bogra Project Area 33.08 34.88
Bogra Sadar Yield per ac 43.8 47.6
(in maunds) |
' |
Gabtali » 33.4 47.4
Sariakandi o 43.8 40
Sthpuf B » 44.4 r v 41 .4 ». |‘
rrp———— I
Source : Data Collected for this study “
|

—



46

The average number of users per STW is also slightly higher in private groups than in the KSS.
On the other hand, the yield per acre is slightly higher in KSS groups than in the private groups.
Statistically, these differences were not however, significant. This implies that from the effi-
ciency point of view, KSS irri gation groups are indistinguishable from private irrigation groups.
This result is not, however, surprising. Field investigations revealed that the KSS ope-
rated STWs ate also for all practical purposes privately owned. Though they were procured
in the name of KSS, they are actually privately owned. One of the essential characteristics of
irrigation equipments operated by the cooperatives is the preparation of a production plan for
apportionment of irrigation cost and for procutement of ST loan. However, of the forty KSS
STWs visited for this purpose, there were production plans in only two groups. Instances
of private sale of KSS STWs in the project area are not rare. In fact, the command area of STW
does not coincide with the total area of a village cooperative society. 'The relationship between
the irrigation groups who benefit for the irrigation equipment and the village cooperatives
which include these irrigation groups have not been spelled out as yet. ‘The cooperatives has
little control over KSS irrigation groups who virtually behave like private irrigation groups.
Thus in fact, the cooperatives are not the owners of the STWs ; their signborads were used only
for procuring the STWs. Unless the village cooperatives succeed in asserting their ownership
over irrigation equipment, the benefits of coperative irrigation can not be reaped.

The main obstacle to the revival of cooperative spirit is the existing cooperative leader-
ship. Table 32 presents the cconomic status of members of the managing committees of the
KSSs and the UCCAs. About 53 percent of members of KSS managing committees earn
more than Taka 25,000 per annum and thus belong to top 30 percent houscholds in terms of
income. About 62 percent of UCCA managing committee members also bclong to the same
income group. Thus the leadership of village cooperative is in the hands of the relatively well-
to-do village elites. Contrary to popular beliefs, most of them are not large farmers. An
analysis of land distribution pattern of UCCA office-bearers indicates that about 50 percent of
them are middle farmers (owning mote than 2.5 ac, but less than 7.5 ac). Only 16.3 percent
UCCA managing committee members are large farmers . 'Therc arc two implications of this
findings. First, Rene Dumont’s assertion that the coopetatives in Bangladesh are closed clubs
of Kulaks is not valid. The RDI coperatives are dominated by middle farmers. Secondly;’
agriculture is not the only souree of income of most -of these middle farmers. They have
other non-agricultural occupations and in most cases have strong ties with the centres of
pomg.—iﬁml-m...ﬁn..- 1 O Y BT PR A e ) i et e

Avajlable evidence also suggests that the existing cooperative leadership is strongly
entrenched. ‘The democratic process virtually does not work in the RDI cooperative:, About
two-third: of KSS office bearers have been in power for more than five years (see table 33).
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TABLE 32

INCOME GROUPS OF THE MC MEMBERS OF KSS & UCCAs IN
RD-1 PROJECT AREA, 1987

Income group on the Percentage or KSS petcentage of U CA MC
basis of annual income MC Members members.
Less than Tk. 10,000 p.a. 1.0 12.0
Between Tk. 10,000 & 'T'k. 14,999 p.a 4 8.0
Between Tk. 15,000 & Tk. 24,599 p.a 36.7 8.0
Between Tk. 25,000 & Tk. 49,999 p.a 31.6 30.0
Between 'Tk. 50,000 & Tk. 99,999 p.a 12.8 16.0
Over Tk. 100,000 p.a 8.5 16.0

Soutrce: a Sample of 118 MC members from 19 KSSs and MC membets of 5 UCCAs
(two UCCAs are now run by nominated officials)

TABLE - 33
LENGTH OF MEMBERSHIP IN KSS MCs

Length of period % of M.C. members

Less than 3 ycats. 13.5
Mote than 3 yeats but less than 5 years ‘ 20.3
Mote than 5 years but less than seven yeats 221
More than scven years but less than 10 years 22.8
Ovet ten years 21.3

Soutee : a sample of 118 M.C. membets from 19 K55

4 - . AR i g .
b i S ke Uiy R s -~
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About one-fifth of KS$ managing committee members have been holding office for mote
than ten years. There are KSSs where thete was no change of leadership since their inception.

The existing leaders of the cooperative do not command the confidence of very small
farmers who own less than one ac land with income below the subsistence level. The very
small farmers, however, constitute more than 56 percent farm houscholds in the project atea.
They find it casier to work with large landowners rather than the rural elites who are their
principal exploiters. This is why, the participation of very small farmers (with less than one ac)

is higher in private irrigation groups than in KSSs.

Despite these limitations of KSSs, it may not be in the long run socially just to dispense
with the cooperatives. An analysis of income and landownership of private STW owners
suggests that STWs have been procured by large farmers (see table 34). The average income of
STW owners is Tk. 58.9 thousand per annum. There will be two advetse effects of the increase
of privately owned irrigation equipment.  First, it is likely to exacerbate the polarization process
in the rural areas. This will contribute to the pauperization of small farmers. Secondly, the
private ownership of irrigation equipment will encourage “Watetlordism”*. If the private
owners of irrigation equipment are given monopolistic advantages, waterlordism will lead to

higher water charges and smaller than potential acreage.

TABLE 34

INCOME AND LAND OWNERSHIP OF STW OWNERS

Upazila Average land Average income
ownership (in ac) per annum (in 000 tk.)

Bogta Sadar 37.8 54.2

Satiakandi 28.8 63.0

Gabtali 33.2 55.0

Shetpur 28.2 63.6

Bogta Project Area 32.0 58.9

Soutce : Collected frowm @ survey of 20 itgigaion groups.
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1n fact, the two-tiet cooperative in RDI project area has not offered much relief for small
farmers specially for very small farmers. ‘The small farmer is now caught between the devil and
the deep sea. On the one hand, the middle farmers are manipulating the cooperatives to
consolidate their stranglehold over the rural economy. On the other hand, the position of
the large farmers has been strenthened by the sale of STWs to private parties. There is at

the moment no institution to mobilize and protect very small farmers who constitute the

majority of farm households.

While the RDI project failed to solve the problems of small farmers, it largely ignored the
problems of landless who constitute about 56 percent housecholds in the project area. The
project provided two types of relief for the landless. First, it was visualized that the RWP
component of the project would create the employment of about 12,000 man-years of
employment for landless people. Secondly, it was stipulated that landless people would be
organized into fishery cooperatives to manage about 500 ac of publicly owned reclaimed
pond. So far 115 pond cooperatives have been established with 3,721 membets. However,
most of these pond cooperatives have failed. An evaluation of these cooperatives arrived at

the following conclusions.*

(a) The productivity of pond fisheries is very low. The average annual income pet
decimal area of pond is only Tk. 1.62. Private ponds yield about 7 times as much per decimal
of pond area while in case of collectively owned pond it is at least thrice as much.

(b) Pond fisheries do not create significant employment for its members. The average
income per member is also inconsequential.

During the implementation of the project it was realized that additional efforts for geneta-

ting employment for landless wete necessary. Inspired by the success of Grameen Bank in
mobilizing the landless, the RDI project organized “Bittaheen Samabay Society” (Assctless
Cooperative Societies). These societies have so far convered only 7 Percent of landless popu-
lation in the project area. ‘The project has extended MT credit to the BSS, The credit recovery
is very good, ranging from 999, to 100%,. However, the activities financed by the project
such as beef fattening, petty trading etc. do not generate significant employment. Investment
per head was low. Moreover, credit alone is not sufficient to overcome the demand constraint
of traditional non-farm activities (such as petty trading, traditional cottage industries and beef
fattening which account for 75 percent loans) undertaken by the BSS members. The prolifera-
tion of these traditional activities could result in over-supply and diminishing returns for
landless rural poor. Moreover, even these landless cooperatives are dominated by village
influentials. An evaluation of RDI project indicates that about one third of the managing
committee members of landless cooperative societies own mote than one acre of land and 16

T1—
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petcent office-bearers of these societies carn more than Tk. 30,000 per annum,* ‘Thus the rural

poor programme had minimal impact on its clientle.

VIII. FINDINGS AND LESSONS

As a pilot project, the experience of RDI has been extensively reviewed by the Government
as well as the donot agency. On the basis of an evaluation report, the Third Five Year Plan of
the Government of Bangladesh concluded that project shows “no discernible impact” and “the
management of the project area cooperatives is found to be dominated by relatively well-off
rural houscholds”™, In another document, the Planning Commission summarized the
experience of area development projects in the following manner : “Cootdination among the
executing agencies has been a major problem for these project for which time overrun has been
another bottleneck and the extent of implementation has been below the level indicated in
the project design.”* The Government took the following decisions in respect of the
project design of rural development projects :

(i) 'The rural development project will be testricted to thtee components only. These
thtee components are (a) Irrigated agriculture including minor drainage and
flood control wotks, (b) production and employment programmes for the rural
poot having land upto 0.5 ac and (c) development of physical infrastrcuctutre
including roads, storage and markets. Each individual project may take up the

components separately or in a single project.

(if) Unlike RDI, the minimum area of a project should be one whole administrative
district. The coverage of a project should not be scattered but rather should be

contiguous.

The lessons learnt by the donors are similar. ‘The SAR of RDII project listed three major
weaknesses of the RDI project. First, “If the principal objective is to create an institution to
provide farmers and in particular small farmers with the means to adopt new technology and
undertake efficient irtigation development it is counterproductive to package investments which
are not directly relevant to the basic programme, in this case establishing viable TCCA-KSS.””8
This is why, the RDII project was confined to irrigated agriculture, rural poor programme and
strengthening of the two-tier cooperatives only. The components like agricultural extension,
livestock, fisheries, rural works programme etc, were not included in RDII project. Secondly,
the concentration of the project on a relatively few upazilas was considered to be unsatisfactory

for two reasons. The simulatancous operation of two programmes-project and non-project
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causes confusion to district officials. Moreover, “confining an intensive development programme
to a few favoured thanas creates local tension which in turn adversely effect implementation,”4®

This is why, the RDIT project covers about 300 upazilas as compared to seven upazilas in

RDI.

Finally, it was observed that institutional development cannot take place in the absence of
an assured supply of inputs and services to farmers. It was reported that the strong initial
farmers response to RDI turned into antagonism as the Government failed to commission
irt gation equipment in time. 'The relative poor performance of Mymensignh upazilas in RDI
has been atributed to the delay in procurement of irrigation equipment. This is why, RDII laid

down a simplified procedure for the procutement of irrigation equipment.

These evaluations, however,deal with periphetal issues and do not address fully to the
main issues—the success ot failure RDI in pioneering a replicable pattern’ of priotity rural deve-
lopment activities. ‘The authots of SAR of RDI recommended the two-tiet cooperative with a
pinch of salt. As they stated, “The TCCA....is a cooperative system with a healthy concept,
well-suited to the social structute of Bangladesh and with a tecotd of success during the Comilla
days, but is now at a crossroads of either going downhill to join the traditional cooperatives or
being revived to become a truly viable rural institution of Bangladesh.”>® The time has come to
assess whether the two-tier cooperative system has fulfilled the expectations of the SAR. The
inescapable conclusion is that the RDI failed to rekindle the Comilla spirit. A decade of intensive
efforts to promote cooperatives in only seven upazilas has produced institutions which are by no
means healthy and effective. Both qualitative and quantitative evidence indicate that the RDI
cooperatives, far from being show-pieces, ate worse than the average coopearatives in Bangladesh,
The credit rating of all the seven UCCAs are so low that none of them even qualified for credit
in the boro season of 1987. The managing committees of half of these UCCAs wete

superseded on charges of inefficiency.

The credit recovery of MT credit is abysmally low. Per head capital formation in RDI
cooperatives is lower than the national average. The cooperative discipline is hardly enforced,
only 5 percent KSSs have production plans for irrigation. In Bogra project area, only 18.2

percent KSSs have membership registers’!,

The share of active (A & B Class) cooperative socicties in RDI area is lower than that of
the national average. The only achievement of RDI cooperatives is that it enlisted more
members per KSS than the average KSSs in the country. This may be explained by the fact
that the proportion of old cooperative societies are larger in RDI. The number of members in
new socicties would be less than the average. The worst thing about RDI cooperatives is that
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their performance is continually deteriorating. ‘This happened despite considerable investment
for strengthening two-tier cooperatives.

The RDI cooperatives thus present a strange paradox : the higher is the investment on
cooperative institutions the poorer is their performance. There may be several explanations
for this paradox.  First, it may be, argued that the failure of RDI really stems from the inherent
maladies of the Comilla model itself. As a critic observed, “The whole exetcise constitutes a
lesson in futility of cooperation in a situation of inequality”.*> Howevet, this does not appear
to be a satisfactory explanation. Even within the existing social structure some institutions

in Bangladesh, like Grameen Bank had shown much better performance.

Secondly, it is hypothesized that the delay in the supply of irrigation facilities adversely
affected the growth of cooperative societies in the project. ‘This hypothesis appeats to be only
partially valid because the performance of the KSSs have not significantly improved after the
commissioning of irrigation equipment. Thirdly, it is stated that as the project was entrusted
with too many tesponsibilities, it failed to supetvise the cooperatives effectively. ‘This
hypothesis also does not appear to be satisfactory. The responsibility of the UCCAs was fairly
well-defined and they were not burdened with other responsibilities.

The real explanation of this paradox lies in the fact that the performance of RDI coopera-
tives deteriorated because of the project. The process of rural development is extremely complex
and it cannot be fitted into the strait-jacket of a project’s blue-print. The RDI project
impaired the effectiveness of cooperative societies in several ways. Fitst, the project by setting
targets for the number of societies and KSS members statted “a numbet’s game.” The KSSs
wete expanded too fast to meet the targets of the project. It was forgotten that in institutional
development quality and not quantity matters most. As a result, the quality of societies detet-
iorated fast, cooperative discipline was overlooked and the leadership was usurped by village
elites. Secondly, short term ctedit was expanded too fast. The prospective loanees wete not
screened carefully because of the hurry to meet the project’s target. Thirdly, a project is always
time-bound. Once a loan agreement is signed, there is continuous pressure from the donor for
timely disbursement of credit. The distribution of irrigation equipment to RDI KSS, without
completing the formalities of MT credit is a case in point. As the procurement of the irrigation
equipment was delayed it was thought that the fielding of irrigation equipment was mote impor-
tant than paper work on credit. Thus the problems of recovery of MT credit were compounded
unwittingly. Fourthly, there is no flexibility in the implementation of the project. All the
details were spelled out in the SAR despite the uncertainties inherent in a rural development
project. Thus the project had to import 1400 LLPs though there was not enough water to field
¢ven half of them effectively. The relentless pressure for meeting the targets and deadline
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of the project ultimately stifled the cooperative spitit. The project became an imposition from
the above effectively ruling out the spontaneous participation of the beneficiaries. Final y, the
unusual flow of resource from outside made the cooperatives helplessly dependent on doles and
killed the spirit of self-reliance. The problems outlined above are very complex and cannot be
solved very easily. Several remedies may, however, be tried. First, the period of a rural
development project should be longer than an agricultural development project. Institutions
like physical structures cannot be built overnight, the uncertainities and hazatds of such ventures
are myriad. There must not be any hurry to meet the project deadline. ~Secondly, thete should
be scope for flexibility in rural development projects. There should be a shift, from what D.C.
Korten describes, as blue print approach to learning process approach®. There should be
scope for revising the contents of the project during implementation. Finally, the relevance
of the project concept itself to rural development should be rexamined. Non-project credit

(such as sectoral credit) may in some cases be mote suitable for rural development projects.
An analysis of the experience of RDI cooperatives suggests that mote attention should be
paid to three key areas :
—the procedure for dealing with bankrup: cooperative societies.
—the measures for eliminating the stranglehold of the rural elites on the cooperatives.
—the procedure for group-ownership of STWs within the purview of KSS.

A number of K8Ss have become virtually bankrupt because of bad debt. The RDI project

tried to rejuvenate such societies by rescheduling bad debt. But the attempt failed. The other

legal alternative is the winding up of such societies under section 90 of the Cooperative Societies
Ordinance, 1984 (Ordinance No. 1 of 1985). The process is, however, cumbersome and time-
consuming. The power of winding up vests with the Registrar o~ Cooperative Societies where
as the KSSs are supervised by the UCCAs. Some of the problems of liquidating bankrupt
societies can be minimized by confering on the UCCAs the power of registration and winding
up of KSSs. The defaulters of loans of cooperative societies are encouraged by easy availability
of loans from multiple sources in the upazila. A black list of defaulters of loans from all official
sources shoyld be complied and maintained at the upazila level. A defaulter should not be
given credit from any official source. A rural credit committee of all official agencies at the
upazila level should be established immediately.

The elimination of the rural elites from the leadership of cooperatives will be a very
difficult process because of the symbiotic relationship between the official supervisors and the
rural elites. As Robert Chambers rightly describes, “Police, Government officials and the large
landowners and traders have common interests and understanding”>%. However, certain

measures can be introduced to reform the exsisting structute of cooperative societies, First, at
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least fifty percent seats in the managing committees may be reserved for very small farmers
owning less than one acre of land. Secondly, the criteria for classification of KSSs should be
changed. At present, KSSs which cover more than 20 percent eligible village households are
given credit. Actually, the criteria should be the percentage of the coverage of eligible small
farmers owning less than one ac. Finally, none should be allowed to hold office for more than
one term at a time.

There is an unresolved ambivalence with tespect of ownership of STWs by the KSS.
Legally, the ownership of all STWs acquired through KSSs  should vest in the KSSs.  Actually,
however, a STW cannot cover the plots of all members of a KSS. Consequently, each STW of
KSS is monopolized by one or a few members. Asa result, thete is hardly any difference
between the privately owned and KSS operated STWs. At present small irrigation groups
within the KSS are not officially recognized. Since, ST'Ws are run by small groups, such groups
should be officially formed and the STW should be officially owned by the KSS and it should be
rented out to irrigation groups. The procedures regarding the relationship between irrigat on
groups and KSS should be clearly specified. Moreover, the non-members in KSS STW areas
should be encouraged to join KSS.

The existing financial system is the Achilles’ heel of the existing cooperatives. Immediate
action is overdue in several areas. First, in most cases, the up to date accounts were not main-
tained in the UCCAs and KSSs. The existing accounting procedutes should be simplified and
continuous training in accounting should be organized both for cooperative officials and office-
bearers. Secondly, a well defined machinery should be established for realizing the MT credit
for irrigation equipment in project area. Loan documents for such loans should also be signed.
Instructions should also be issued by the Ministry of Finance regarding the disposal of such funds.
Finally, the accounts of various agencies connected with RDI should be squared up and audited.
RDP’s total liability to BADC should be finally determined and repaid. Steps should also be
taken for the disposal of unused LLPs of the project.

There is also scope for diversifying and intensifying the activities of cooperative societies.
At present, the cooperatives are functioning as credit agencies only. The cooperatives should
also be harnessed for maintaining infrastructures—like flood mitigation and drainage projects.
Action research on diversifying the activities of cooperatives should be undertaken by rural
development academies. Moteover, the training programmes in the cooperatives should be
strengthened. At present two inconsistent types of agricultural extension systems (T & V
system & model farmer of Comilla system) are in operation®®, These two systems should be

reconciled,
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The landless progtamme in the two-tier cooperative should be streamlined. It is doubtful
whether the existing structure of cooperative is suitable for promotion of the activities of
landless. ‘The petformance of exclusive institutions for rural poor like Grameen Bank is much
better than the BRDB. The organizational structure, training and credit activities of rural

poor programmes should be periodically reviewed.

Appatently the indicators of sustainability chosen in section 2 of this study do not lend
themselves to a definite conclusion. While the project is viable from the economic point of
view, it is not sustainable on the basis of institutional and equity indicators. In the final
analysis, the economic viability is not a sufficient condition for the sustainability of this
project for two reasons. First, the ecconomic benefits of the project are likely to dwindle
over time if neeessary institutional mechanism for operation and maintenance of irrigation
equipment does not develop. Secondly, a rural developmeut project that contributes to
polarization is countetproductive for sustained economic development. Viewed in this
petspective, the RDI is not at all a sustainable project.

The ultimate sustainability of a rural development project depends on its success in
enlisting the participation of the rural poor. Development cannot be imposed from above. It is
indigenous to each society and builds primarily on its own resources, mainly land and the
majotity population who wotk on the land but own very little of it. Development is not for
the few-the elite and the best. It is for the many, the rural majority®. Judged from this
angle, the RDI is not a sustainable project. The on-going rural development projects in
Bangladesh should draw lessons from RDI and concentrate on institution building rather than on
other project related activities. As an African statesman rightly emphasized : ‘“Governments
by themselves cannot achieve rural development. They can only facilitate it and make it possible.
They can organize, help and guide. They cannot do it. For rural development is peoples
development of themselves, their lives and environment and the people cannot do it if they

have no power®.
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ANNEX—I

CASE STUDY ON
PROJECT SUSTAINABILITY
RDI Project

Questionnaire for UCCAs

1. Name of the UCCA :
2. Year of Registration :

3. 'Total number of KSS in the UCCA :

1981—82  1982—83 1983—84 1984—85 1985—86

Class

Class

Class

Class

B IO 1o | @ >

Class

4, Classification of the UCCA | { | | |

5. Total number of members | ( | | |

in KSS

6. UCCA’s own Capital
( in thousand )

1981—82 1982—83  1983—84  1984—85  1985—86

(a) Share Deposit

(b) Savings Deposit

(c) Other Deposit

(d) Savings withdrawal

(¢) Share withdrawal

Total
(A+b+ctd+e)—(d+c)




_— —————r

7. Medium Term Loan

(a) Credit Outsanding

(in thousand Tk)

1981—82

1982—83

1983—84  1984—85

1985—86

DTW

STW

LLP

Hand TW L

(b) New Credit
(in thousand Tk)

DTW
STW

LLP

Hand TW

(c) Total Recovery
(in thousand Tk)

1981—82

1982—83

1983—84 1984—385

1985—86

1981—82  1982—83

1983—84  1984—85

1985—86

DTW

STW

LLP

Hand TW

8. Short Term Credit
(in thousand Tk)

Outstanding
New Credit

Cumulative amount
(with interest)

Total Recovery

1981—82

1982—383

1983—48 1984—85

1985—86




9. Did the UCCA qualify for

3

1981—82 1982—83

1983—84 1984—85

1985—86

Yes |No l Yes |No

Yes |No| Yes [No

ST Loan

|

Yes, No

—_—

For 1
year

10. Over due Loan
(as on 1.1.87)

For

years

For 3
yeats

For 4
years

For 5
years

M.T. Loan (in thousand Tk)

S.T. Loan (in thousand Tk)

11. Fertilizer Loan to UCCA

1981—82

1982—83

1983—84

1984—85

1985—86

amount received by the UCCA
(in thousand Tk)

amount repaid (in thousand Tk)

Outstanding (in thousand Tk)

-

(Please narrate the causes of non-payment of the fertilizer loan, if any).

12. Financial viability of the UCCA

1981—82 198

2383

1983—84

vy

1984—85

1985—86

(a) Govt. Grant received
(in thousand Tk)

(b) Interest on credit (in)
thousand Tk

(c) Other Commercial
operation (in

thousand Tk)
(d) Misc. income (in
thousand Tk)

Total | |

1981—82

198283

1983—84

1984—85

1985—86

Total expenditure of the
UCCA (in thousand Tk)

13.

|




14. . UCCA Employee

it

© ©-No. of sanctioned post

"~ No. of existing posts

No, of vacancics

No. of disciplinaty cases

against the staff

4

1981—82  1982—83  1983—84  1984—85  1985—86

L

(Please state in bricf : name, nature and cnonsequences of the disciplinary cases)

15. Sources of Loan

Sonali Bank
- UCCAS’ own Fund
h Rccchky of loans from
own fund

Total

1981—82 1982—83 1983—84 1984—85  1985—86

16. Ne. of training classes held

Manager

Model Famer

Chairman
Total

1931—82  1982—83  1983—84 1984—85 1985—e6

:17. Annual General meeting (AGM)

of the KSSs

1981—82 1982—83 1983 —3g4 1984—85  1985—386

b oo AGM held

AGM due

18. Audit of KSS

No. of Audit done

1981—82 1982—83 1983—84  1984—85 1985—86

No.-of Audit-spcndivng




19. UCCA Audit Reports 3
1981—82 1982—83 1983—84 1984—85 1985—86

- Audit done’ | ' | l | |

(Please consult the audit reports for the last two years and narrate in brief the main

features...major anomalies and their consequences)

20. Irrigation equipments
(a) No. of irrigation cquip-
ments received from

RDI.
1981—82  1982—83  1983—84 1984—85 1985—86

DTW

STW

LLP

Hand TW

.b) Total No. of equip-
ments in operation 1981—82  1982—83  1983—84  1984—85 1985—86

DTW

STW

LLP

Hand TW

(c) Total No. of equipments
out of ordre/use

1981—82  1982—83  1983—84  1984—85™ ™1985—86

DTW

STW

LLP

Hand TW




21. Average actecage covered
by equipments :
1931—82  1932—83  1983—84 1984—85

1985—86

DTW

STW

LLP

HTW

22. No. of KSS covered by IMP :

23. IMP Societies :
(a) No. of IMP Societies ;
(b) Average acreage covered
(for IMP Societies)
1981—82  1982—83  1983—84 1984—86

1985—86

DIT'W

STW

LLP Per causcc.

(c) Credit Recovery of
IMP Societies.  1981—-82 1982—83 1983—84  1984—1985

1985—86

(i) Total loan
given

(i) Total recovery

1981—82  1982—83 1983—84  1984—85

1985—86

(d) No. of farmers invelved

in IMP Societies.

1931—82 1982—83 1983—84 1984—85

1985—86

24. BSS (a) No. of BSS
in the UCCA

(b) No. of mem-
bets in the BSS




25. Credit Profile of the BSS

1981—82

1982—-83 1983—84  1984—85 1995—86

(2) Total Outstanding credit
(b) Purpose of credit :

o

Beef fattening

Petty trading

Poultry

Pottery

Others

Total

(c) Total recovery

26. AGM of BSS

1981—82

1982—83  1983—84  1984—85 1985—86

AGM held

AGM due

27. Audit of BSS

No. of audits done
No. of audits pending.

28. No. of BSS superseded

and run by adhoc
committees.

29. MSS

1981—82  1982—83  1983—84 1384—85  1985—86

l

'!

1981—82 1982—83  1983—84  1984—85 1985—86

[
¢

/

1981—82 1982—83  1983—84 1984—85 1985—86

No. of the MSS in
the UCCA

Y

Total No. of members
in the MSS




30.

31.

32.

33.

34.

Credit Profile of MSSs

1981—82  1982—83  1983—84

1984—85 1985—86

(a) Total outstanding
credit.

(b) Purpose of credit

Beef fattening

Petty trading

Poultry

Pottery

Others

(c) Total Recovery

AGM of MSS

1981—82  1982—83

1983—84

1984—85 1935—86

AGM held

AGM due

Audit of MSS

1981—82

1982—83 1983—84  1984—85 1985—86

No. of audits don=

|

E

No. of audits due

|

No. of MSS superseded

1981—82 1982—83 1983—84

1984—85 1985—86

and run by Adhoc
committee,

Lo 4

Present composition of
the UCCA and their socio-

¢conomic position.

Chairman

Approximate Atrea of land
monthly income owned.
(in thousand Tk)

Percentage of income
from Agriculture

[

Members :




(1 | I
) | |
@) l l
4) I !

|

|

N

% '
_©) !
(7-12) t

35. Was the MC of the UCCA superseded during the last 5 yeats ? If so, when how long
‘ and why ? =

f 36. AGM of the UCCA 1981 —82 1982—83 1983—84 1984—85 1985—86

Held

‘ Not held = 4 et

Data to be collected from the UNO Office.

1. Please narrate in brief the present provision for maintenance of physical facilities built under
RDI Project.

| 2. Please attach a list of the roads (pucca and Katcha) Ponds, fisheries, Rural markets built
under RDI Project,

Data to be collected from the Upazila Agriculture Office.

1. Name of the upazila
2. 1981—82  1982—83 1983—84 1984—85 1985—86

(a) Intensity of crop
(b) Net area
(c) Total area cropped

(d) Total area irrigated

(¢) Yield of the

majot crops Yield Area Yield Area Yield Area Yield Area  Yield Area

1981—82  1982—83  1983—84  1984—85 1985—86

Aman Local transplated variety
Aman HYV -

Aus HYV

Aus Local
Boro Local
\ Boro HYV | | |

2—




'
»

3.

Fertilizer Consumption

Utea

Potasium

Phosphate

Others

1982

1983

10

1984

1985

1986




ANNEX-II

Statement of KSS. = .
1. Name of the KSS 2% el 3o airs]
2. Village— ——13. Uniot————————4. .Upazila——-— . 2
5. Year of registration—————6. No. of irrigation equipment owned . by the KSS
LLP STW—— DTW. - v i
1. No. of equipmcnts" ol;cr.atcd : LLP: STW DTW- by the KSS 1n 1537 ‘
8. Total term loan received _
for irrigation equipment
9. Total term loan repaid for irrigation equipments
10. Overdue loan of irrigation equipment (in thousand Tk)—
Less than 1 year Tk Between 1 & 2 years Tk
Between2 & 3 years Thk——————Between 3 & 4 years Thkm——— o —
' Between 4 & 5 years Tk——————-Qver 5 years Th——ee——
11. (a) Last A. G. M. held in——————(b) Last audit held in———m——
12. Is there any production plan of the KSS—————
B. Background of the MC Members.
Name Land owned Approximate % of income Continuous tenure

income per from agriculture | in the MC for
year (how many years)




Annex-11

Statement of STW

Name of the KSS

1

2. Name of the Manager/private owner———— 3, Village———— 4. Union
5. Upazila—
7
8

6. Year of procurement of the STW-

Was it totally out of commission in any particular year— ?

Problems of maintenance————— 9. Crops grown by using irrigation water
10. Yield of crops (1) Rice———— (2) Wheat———— (3) Other crops———ro

11. (a) Source of loan——— (b) Over due term loan. Over 1 year

12. ‘Terms of collecting rent (a) In case of members- (b) Incase of non-members,———

12. Data on Usets.

Sl. No. Name Total land Total Member/ Type of cultivation
irrigated Land non-member | owner/owner-cum
owned tenant/tenant/Khai
Khalashi

LIBRARY
Baugladesh publy. Administration
Training Centre

Savar.Dhaka,

73943

Total

13. Miscellaneous issues if any :



