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Abstract: Bangladesh was termed as a basket case. Howevatewelopment experience during the last three
decades is a mixed one. On socio-economic perfaresarits achievements are outstanding, and bétéer its
neighboring countries. Its annual growth rate igdothan India, yet, it has been surprisingly gab@mproving the
lives of the rural poor. But, its political cultusemingly appears to be a dysfunctional democrHug. obvious
question is, despite a comparatively lower annualvth rate, and dysfunctional democracy, how thecaited
“development basket case” has managed a dispropaté poverty reduction for its amount of growthtefpreting
the findings of a number of studies, this papeatesd such a development with the social organizatiothe
economy with a strong rural connection on two mdjarensions: a. increased agricultural producterd b. small
scale business activities. The combined effectisoth these rural economic activities are the irgedaincome of
rural household, increased enrolment in educatigmgtitutions of the rural poor, female studentsparticular
empowering women. It is beyond the scope of thisepao go into detail of all dimensions. It rathdiscusses
(based on the preliminary findings of a study) witdé¢ small scale economic activities played in phecess. The
positive role of small loans is recognized howewas,the findings suggest, such loans are not acpangor
macroeconomic growth. Small loans, microcredit, enadntributions to the welfare of the poorest & poor, the
rural women, through providing possible means byiclvithey gained control of their economic life. i§h
achievement, in turn, exerted pressure for sotiahge that included child education, women’s pigditon in the
economy and politics. There are also cases of ven® left worse off. The varied effect, apparenitydue to
structures of network relations. Theoretical disous, therefore, includes a reassessment of how Network
Embedded Trust) works including the concept ofaozpital. It is suggested that the concept shbaldriented to
broader power structures, which remained negldotedisting studies.

Keywords: Adaptability; Agricultural sustainability; Bangladgh; Microcredit

Introduction

images of changes are sometime slow, sometime rapid dramatic. The case in hand, Bangladesh,

experienced slow growth. It has been due mainhgliance on policies that resulted in the misaltimraof
resources, waste, policy errors (industrial poliegucation policy). The policy of urban-based indakzation
made the mega cities unlivable (Rahman 2014) aitiwnal rural handicrafts like weaving, pottemyetalworking
etc., decimated. Rural people are emigrating toutt@n-based textile industries, as well as toiforeountries.
Those still living in rural areas, the poor peasafihd new ways of earning (Rahman 2014). Thisepaevelops
the argument for the rural agro-based economy lsecéican provide employment and hence additiom@me in
rural areas where poverty and outmigration are comnRural agro-economy is simple, small-scale labou
intensive, based on traditional technology andradgon between human beings and their social aatdral
environment. When needs around they cooperateiaddifsolution without disrupting the interactireationship.
They adjust to the changed environment and find waws to survive.

Development is social change, which is a major conoé sociological studies. In development debtte,

Bangladesh is undergoing changes. It is urbanifdsg The old interaction between man and natudisisipted,
which has brought a different suite of problemse Pervasive effects of urbanisation can be observéxilding

boom, traffic congestion, air pollution, bad satiita, energy crisis, shortage of pure water etcalah the capital of
Bangladesh and the major commercial and indugttib] became not only dirty, but a dying city, thestnunlivable
city in the world. Dhaka is one of the ten largaties in the world, but has the infrastructureaafne-buffalo town.
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Given the problems of promoting industrialisatiordairbanisation, the emphasis of this paper isuoal eCcOnomy.
Its focus is on agriculture and small scale entrepurial activities where microcredit plays a vsignificant role.
The share of agricultural output and small scalsirt®ss in terms of GDP has declined in most caemtiihe
picture is different in Bangladesh. There, agriztdt products now have enormous economic signifieahlot only
employment in agricultural activities and small iness provided the livelihoods for the majority thie rural
families, the rural economy added more to the GDBangladesh. The Economist (February 2013) claithed
path was through the field. Most studies also cordithe claim.

Bangladesh was termed as the “bottomless basketierl970s. Right after its inception an indepehdsate in
1971 many doubted the new nation’s potential. dtsnemic growth throughout 1970s and 1980 has begnpoor,
due to its devastated infrastructure, poor nattegsburces, and wretched politics. Last three deeslece 1991,
however, show considerably positive developmenndiadesh has made some of the biggest gains itdbie
conditions of lives of the common people “ever seeywhere” (The Economist Februar 2013). The major
indicators of achievements are income per persém,ekpectancy, education and health, especialty dgids.
Enrolment of girls in primary schools is than 9086i{bled in less than 10 years). Women can expaaglionger
than men, and remarkably, life expectancy has bBeenuch among the poor as the rich.

In 1975 the total fertility rate 6.3. In 1993 it 8.4, and 2010 it was 2.1. Rural women now hatiebkealth and
more autonomy, thanks to successful family planmiregrams. There are a number of other factorschvhave
contributed to the process of improving the quatityife and reducing poverty; the spread of priynaducation,
more girls are getting education, women becomirgearning members in the family etc. Garment iréessover
the last two decades have put money into womemnig.H&/omen are more likely to spend the money orcaiiton,

health care for their children and they save mbestmen. Access to micro credit opened new avefouegomen

for earning, including new form of cultivation, awm method of agricultural production. All these adkeir share in
restraining the fall in rural household incomes.

The GDP growth of post-independent Bangladesh dutie first two decades (1971-1991) was 2% a \@earing

the following two decades (1991 -2011) the ratedased to 5% a year. The achievements in educdteaith,
women empowerment are not a simple result of img@ancome or GDP per capita. The annual growth irat
Bangladesh is lower than India (about 8% yearlyrduthe same period) but the gains of Bangladegheiater than
India. During last four decades, 1971-2011, ricevéast more than trebled, though the area undeivatitin

increased by less than 10%. This year the coumtcg supposedly doomed to dependence on food aairizea
small exporter of rice.

Yield alone is not the whole story. Experimentshwiew varieties of vegetable, fruit show the inrtweanature of
the rural peasants. Floating vegetable cultivaisoone example of innovation in agricultural deystent. In the
rainy season, most lower areas become floodedtadteén and water coming down from the Himalayanu#mber
of the world’s largest rivers are flowing througlargjladesh. Due to siltation and continued erogtoese mighty
rivers become overflowed and most low lying areasugder water contributing to shrinkage of aralaledl The
peasants cannot cultivate enough vegetable acgptalitheir needs and for exchange. There are saltosvfditches
all over the country. The peasants make use otthddshes for floating cultivation. After cultivath of vegetable,
the peasants are using decomposed floating bedgasio fertilizers, producing seedlings of differemops on
floating bed and they are minimizing cropping seascthe rainy season when the main land goes umdtar. This
new method has contributed to increased food intdkeoor people, ensured them nutrition securisyweell as
provided the poor a new source of income. Whatiredus to set an optimum size long bamboo on ifhggivater
hyacinth. One or two persons stand upon the barabdaet sequentially according to expected siZegysessure
of legs they make the bed compact, making the bie#f.tAfter preparing the bed the bamboos are resddvom
under the bed. The hyacinths require 20-25 daydettompose. After decomposing the peasants sow aed w
seedlings appear they transplant those. Small Badlprepared by decomposed hyacinths, excess iwaxiracted
from the ball by hand pressure before transplanting
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Table 1. Bangladesh Development index compared witia and Pakistan
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There are hundreds of fallow ditches in Bangladéshthose ditches and rivers the floating cultivatinow is
widely practiced. After cultivation of vegetableset peasants are using decomposed floating bed gaior
fertilizers. They are also producing seedlings iffecent crops on floating beds minimizing croppisgason when
the main land goes under water. And it is one another activities which NGOs are doing that make
Bangladesh’s way of fighting rural poverty a suscédost NOGs gave the rural poor access to smafidso that
they can start with small-scale business activities

Microcredit

It started with an initiative to help destitudeffdated by the 1971 war with Pakistan). The ideanafrocredit, first
introduced by BRAC (Bangladesh Rehabilitation Assise Committee,), later, the Grameen Bank (Rueaiki3
made them work by targeting them on women. The tira both these institutions has been explosivant&en
has 8.4m borrowers and outstanding loans of ovebiian. BRAC has 5m borrowers and loans of $725te
poor account for roughly a fifth of the total logortfolio of the country, an unusually high propont (The
Economist February 2013). Microcredits have spra@dind the world. The benefits have been both ge@ged
and attacked. Their impact in Bangladesh has bemstlyrnpositive. Studies show people with similacames and
household assets, the borrowers of microcredit retpeed a decline in poverty than those who did atrow.
Among the first group the poverty rate fell ten gartage points, from 78% in 1998 to 68% in 2004.cAg1the
second, poverty still fell, but only half as muétem 75% to 70%.

Microcredit and women entrepreneurship

The success of microcredit in improving the welfafepoorer women, especially that of the GrameankB in
Bangladesh, drew attention of the world. It lecateenewed interest in aid policies and servechaaspiration for
many researchers. Most research confirmed theiy®giterformances of the Bank (Mosley and Dahal 1987
Hossain 1988). A heavy investment in inculcatirg vtsion and its organizational culture explairs sticcess
(Holcombe 1995). Its vision can briefly be desdiilzes a set of values, a belief that poor peopl®, ark regarded
as problem, can be resources.

The vision of microcredit is not shared by all. fikes doubt both the concept and the precepts. Sooidents
contributed to increased skepticism. In Bangladadew borrowers who were unable to pay back |damkie time
were forced to sell whatever they had. The mosenecrisis to hit microcredit was in some statednidia. In

Andhra Pradesh, over-indebtedness claimed 100j268 of destitute farmers. Suicide due to indebtsdf They
had not all receive microcredit financing? Some btbr kinds of debt? Following this and some otl@ioward
incidents the government of India took the initiatof revising the entire framework around micraeWas that
part of a broader initiative to address indebtedriesagriculture? Many economists claimed that aucedit has
taken more of the aid budget but it was not thd les/ to help poor and it cannot make any macréedihce
(Buckely, 1997; Rogaly 1996). They further assktteat microcredit in fact sustained poverty. Badgish (the
country of its inception) and Bolivia, are widelpdwn as the two countries with the most successfatocredit

programs. Yet they have remained two of the poam@shntries in the world (Pollin, Robert 2007). T2@07 UNDP
Report on Bangladesh traced the origin of micratredthe profit-making venture of some big NGOs ttee

doorsteps of international financial institutioifie government of Bangladesh termed it a debt-tvipro credit

came under critical scrutiny.

There is a new concern about its worth in termsoatreach (depth, breadth and scope of microcreait)
sustainability (implying permanence). This papedradses these issues and makes further contribtdican
ongoing discussion on what microcredit can do liergoor.

In the section to come, microcredit is seen throtigh lens of its effectiveness in terms of outreactu
sustainability. It includes, first, a brief discims on credit relations in rural Bangladesh. Setctioree, focusing
Grameen Bank and its exclusive goal of making thhalwomen economically independent. Section fagcdbes
how its performance, in turn, exerted pressure docial changes including women’s levels of educatio
empowerment and participation etc. These positmpaicts however were not welcomed by all in the etgci
Vested interest groups look upon economically imtelent poorer people as a threat. Religious basttical
parties resist any effort to make women econonicalf-sufficient. The major challenge to microdtesl how and
to what extent it can withstand the resistance ftbase interest groups. This is the subject mafteection five.
The concepts and practices of microcredit can bed uss mechanisms for the effective involvement and
participation of unused human capital. In developimibeory and research human capital, the soamédsion of
economic activities and growth is recognized. TRisognition has inspired recent approaches to dpwednt, the
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microcredit model is one. Researchers and poliakars increasingly rely on social capital withaelating it to the
broader structures of power relations.

Microcredit: Virtuous or vicious circle?

The ongoing debate on what microcredit can do f@ poor calls for reinvestigating the performancés
microcredit organizations. There are a good numiferesearch works that evaluated the performandes o
microcredit. To justify further study, | have takémo key concepts as the basis of investigatiorreaich and
sustainability. Many studies, in Latin America iarficular, were based on these concepts (Yaror})1@utreach
refers to target groups, geographical areas, sealaés of the output of microcredit organizatiomserms of worth

to borrowers, including depth, breadth and scomhr&ner; 1998; Gonzales Vega, 1998). Sustaingbiiters to
the permanence of social goals including servidésred (for example welfare of borrower), methodsed for
providing services, and possibility of maximizingpected social values. Sustainability of microficarprograms
depends on the tendency of improving welfare oftrbosrowers. (Rhyne, 1998).

Depth, breadth, and scope are three major aspkotdgreach. Depth implies the value that a socitgches to the
gains from microcredit programs. An ideal type eganwould be the likelihood of a society valuing thet gain
from a small loan for a poor woman more than thmesgain for a relatively well-off person. Deepettreach
increases social values. The more access to gredit people get, the breadth of outreach affeasntimber of
poor people served. The scope of outreach refetisetdypes of contracts, between the lender andthmwers,
savings as conditions for loans, for example. Dipdsy whom? The borrower? strengthen the incestifce
sustainability (Navajas, S: Schreiner, M; MeyerRL.Gonzales-Vega, C & Rodriguez-Meza, J: 2000. Worl
Development Vol.28,No.2,pp.333-346).

We can say little about the performances of miaditrwithout understanding what credit means fer poor. The
need for credit has always been felt among the ponrral Bangladesh. But, they have limited ac¢essredit and
they also have a negative attitude towards cr&itvernment credit programs have been small andeictéfe
compared to their needs (Lovell 1992; Holcomb 19@HFjite 1991). Commercial banks do not reach ther poo
simply because, the poor are not considered toob®Wwers of commercial interest. Assessing theqgoerédnces of
microcredit requires investigating whether and howrocredit complemented the requirements of cratibng
rural poor people. Credit and credit relations desa discussion in their own right.

Credit and credit relations in rural Bangladesh

It is a general attitude (People) in Bangladesefegally, think) that credit is not good. This isedo social values,
that reflect previous experiences, and creditimiat Credit may force people to live in debt, whis not desired,
and looked down on by others in the society. Inghst, the group of people who lived on interestsencalled

“shudkhor”, or social parasites. They were snralti¢rs and money lenders, who used to lend monkiglatrates
of interests. Bigger amounts of loan from comméranks required connections, political affiliatfortc. Credit
added more to the wealth of the wealthy. Poor géla and peasants, could get loans from the relgtrich land

owners. Borrowing and lending fostered verticahtienships among the villagers characterized byeddency of
the poor peasants upon the relatively rich. Theeddpncy is sustained in present Bangladesh.

The great majority of rural people depend on adftical activities. Most of them are deficit hous&s) owing both
to natural conditions (the uncertainty of harvdstsause of climate) and social relations (patrgemtlirelations
based upon ownership of land and the right to vaté land). Deficit households have to borrow, foeir

sustenance for the time being, sometime cash andtsoe staples like rice, lentils etc, from thedighbors, a few
surplus households nearby. Extra needs may arisetaldearth, sudden illness of a family member, diregl
ceremony of their children etc. Kin relationshiptie first choice when one thinks of asking forphét such
situations. One can demand a favor from kin memladrg are relatively rich. This is due to a relatibip of

reciprocal obligations (Jansen 1990; Rahman 2010).

The norm of reciprocity, both of kinship and of gi@borhood, does not allow them demand any interesban and
exert any pressure on the borrower for repaymesdple are socially obliged to support a kin orlb¥e villager in
need. Like family, the kinship system defines riglttuties and status of kin members (relativesi@g are called in
Bangladesh). Kinship, a network of relations améangilies, is a reciprocal and horizontal relatiorele though a
family may be better-off than the other. A wealfayily cannot deny the bonds of kinship. If some kiembers
are poor and have lower status, they support thefertding. Lower status of a kin may be threaterimgne with
higher income and status.
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A rich family may also show its consideration bgtending a favor to the members of the village styicalled
samaj whenever they ask for it. In the absence of tlseseces, they the villagers turn to small traderd money
lenders (Jansen 1990).

A favor, or a credit, is regulated by the norm e€iprocity, which operates in more than one dinmmsBocial
obligation is one aspect. A rich man takes othetois into his consideration when he extends loahe poor or do
them a favor. Any favor, including giving credit@éme important way to maintain his dominance ansdetture the
loyalty of the person who receives a favor. Thealoy may be used for pursuing political interestsl dor
exercising power. The norm of reciprocity also $festhat returning a favor should be roughly nogortion to the
favor. If the favor in return falls far short, th#ribution of ingratitude inhibits further exchangrhe poor borrower
shows his gratitude by expressing his loyalty, ergending his support in political matters, to tfeh lender, as a
strategy for their survival. This is also at thetrof uneven distribution of power. The nature lofaf of favor or
credit determines the position of the person whegicredit and who receives it. Credit thus exgesslationships
between households “as part of survival strategighe poor and investment strategies of the ridahsen 1990).
This encourages and perpetuates poor peasantshdkpee (social and economic) on wealthier villaggvite
1991). The richer household directs much of hisrtf towards an imposition of its own conditionsthe give and
take of the relationship and in circumscribing amahtrolling the scope of action of the weaker pa&ypoorer
household may be forced into debt if it has no othgion than to sell the small piece of land itrew(Jansen
1990:10).

Agriculture is the major way of living for the vastajority of the rural poor. Prices of rice, lentilil seed etc
fluctuate due to seasonal deficits that grip thentxyside every year, some parts more severelyabizars. It is due
to economic activities in rural Bangladesh thatoreg around agricultural circles. There are two angjeriods of
seasonal deficits; one from September to Octobértla@ other from March to May (Jansen 1990; Hos$896).

December-January is the harvest season and pficesps usually are low. A dearth may arise dutgen season.
Flood or drought may cause bad harvests followed further deficit in supply of staples and prideehin the lean
season. Shortage in supply is one reason, the wtherarding (Boyce 1983; Ravalion 1990). Tradeyartd crops
with the expectation of selling those later at ghler price during the lean season. Very few ruaalsie holdings
produce crops that can meet their demand for th@lemear. The lean season does not cause probtenaslénd

owning rich family because of a surplus, or at iehey have a stock necessary until the next harkésst poor

households have to establish credit relationshtp tie few surplus households in order to covergdye between
the harvest season and lean season, betweemitmingé and expenditure (Jansen 1990:94).

Ownership of land and the right to cultivate lasdbased upon an arrangement of share-croppingnsydtee
arrangement allows the land owner take 50% of #redst. A land owner, let us say, owns 20 acrdaraf, which
he leases out to 10 peasant households. If thd pel acre is 500 kilo grams of rice, as land owrsrshare is
5,000 kilogram of rice. A peasant, cultivating 2escof land, with his 50% gets only 500 kilogramsice. He sells
a part of his share to cover the expenses of maintacows, purchase of fertilizers etc. The restkeeps for the
sustenance of his family members. With the leas@eapproaching in September, the peasant, in amed,
borrows BDT 1000 ((equivalent to U.S.D 15, presexthange rate) from the land owner or a money lernidés
amount is used for purchasing 25 kilo gram of ride.promises to repay the amount in the comingdsirseason.
The price of rice may be as low as BDT 25 a kilangr He will have to sell 40 kilogram rice to rep300 Taka.
He may also buy 2 kilogram rice, at BDT 40 per gilam, from a grocery store in the locality on ctetie will
require 3.5 kilogram of rice to sell in order tokeahe payment.

For a higher amount of loan precious goods and Emedmortgaged out. A moneylender usually lends epon
against gold as mortgage. Traditional moneylendeese small traders, calleMarwaries , and professional
moneylenders calletabuliwallaga group of people from Afghanistan spread all oletia, lived mainly on
interests from the borrowers). Both these groupsnat in lending business now as a result of pamtitg India in
1947, wherMarwarieswent to India, and thEabuliwallasleft Bangaldesh after 1971. There was a third gyrdle
jewellers. They had a double role in credit businessource of credit and buyers of mortgaged ddttheylenders
used to sell gold ornaments, kept as mortgageeweljers when borrowers failed to pay back loamdlowing an
informant, the family of Dr. Yunus had jewellery diness. He knew the practices of lending and itatiee

consequences for the borrowers very well. Thatccbalve influenced Dr. Yunds.

1 Conversation with informants, January 2011, att@hong University, where Dr. Yunus was professor.
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In present rural Bangladesh, for a bigger amouribai, land is kept as security. The usual contisagiving the
right to cultivate and the full harvest to the lendntil the loan is fully repaid. This type of elstedness acts as a
levy on the borrower, it may take many years t@yepeading to further debt.

All these point to the fact that the demand fordidréas always been acute amongst rural peas@usamercial
banks do not reach them since the peasants carewitthe demand of collateral. There are governrhanks,
Agricultural Bank, national cooperative Bank finamg agricultural activities. Borrowing from goveremt banks
requires connections, which most poor peasants @okernment credit programs in fact promoted petge. In
1984-85 agricultural credit of U.S.D 300 million svadvanced through government banks. The politiagies in
power used this credit to buy public support byambing loans to rural peasants. There was no caigouio repay
the loans. Local party men even announced somevémgss of loans. There were also graft chargestga
Government credit programs. A recent investigatieports that the government’s attempt to facilitatedit to
farmers failed. Despite clear government directovepen farmer’s bank accounts across the courithyasnominal
deposit of BDT 10 (U.S.D 0.35) farmers of someaghs, in southern Bangladesh, were denied the typyityr
Bank officials were forcing farmers to open accsumiith a minimum deposit of BDT 1,000(U.S.D 35) twit
additional BDT 100 to 300 taken as bribe. Only imata branch of Sonali Bank, a government bank,f868ers
had to pay additional money (The daily Star, Octdifk 2011).

The adverse effects of informal credit relationshgm borrowers and the weaknesses of formal cpedigrams
(both government and commercial banks) placed ddman NGOs. The major pressure came from theintslito
provide credit services to them. Donors also wantedreate small business enterprises paving ttie tpaards
capitalism. Credit was looked upon as a remedyc&sh-flow constraints. Credit became “virtuallyimesqua non
of NGO programs” of big NOGs like Grameen Bank, iswt Aid and BRAC in particular (White 1991). The
deprived position of women drew extra attention.riéo were thought to be more responsive to developme
initiatives and responsible borrowers. What did nodcedit did for the poor women? The question idragsed in
the following section. My focus is on Grameen Batile most celebrated microcredit institution aneh@del for
efficacy in rural credit program. It is Grameen Bdhat came under attack from skeptics.

Grameen Bank: The vision and values

Due to the cyclone in 1970 and the war with Pakista 1971, poverty became pervasive in Bangladésie.

government of post-independent Bangladesh hadedmi¢sources. Non government helps were needevalp

services to the poor villagers, women in particulargive them job, education, health serviceddctére etc. The
first two big NGOs were Gano Shastho Kendro, whatk providing health services to the rural pooitasnajor

task, and BRAC, which started its work helping tdseefugees coming back from India. After a yearelief

activities BRAC launched a program of integratethouinity development, targeting only the pooresunal areas.
The major principles that guided BRAC were selfaiete, people-centeredness, sustainability, and emoas
entrepreneurs. The essential components of an lbvaral development program included savings anedit

activities, including a self-supporting bankingtingion (Lovell 1992:1). BRAC now operates as afiehe world’s

largest nongovernmental financial intermediatioogpams with the rural poor.

Grameen Bank was established in 1976. The firstrsgrears were years of experimentation with aroagtsearch
project aimed at stimulating income generatingvéteds among poor people (Holcomb 1995; Yunus 1998)
directed the credit flow to poorer women, providieedm with some basic skill to make profit out ofadhtapital. It
demonstrated that poor women were good creditatigkcreated its image as “The Banker to the P&ty soon
it brought thousands of villages under its operatim 1991 Grameen Bank operated 808 branches @849
villages, serving more than 884,000 members. By 284, it had 1042 branches, 1,915,00 members ,2434
villages. Assuming that the benefits of savings a&nedit reach the whole family of 5 to 6, the bériafy
population would be more than five million (HolcoriB95). After about 30 years the Bank now has nioae 8
million borrowers, and more than 30 million indivilials are beneficiaries (assuming the smaller sfZamily, of
4, in present rural Bangladesh). Grameen Bank phagides the empirical evidence of the theoretfcainework
for outreach, and the aspects of depth, breadttsemge. In the following | elaborate this.

For Grameen, both loans and deposits (savings)ematjfually. Levels of savings and expansion of enoo
activities by borrowers clearly reflect the stalilfsustainability) of membership. Those furtheplein Grameen’s
another significant outcome i.e a high rate of loagovery. The skeptics also agree on this perfocealt achieved
as high as 98 per cent recovery. For bigger comaldanks it is as low as 35 per cent, the higlheshg 65%
(Hossain 1988). Studies report increased househotine of the borrowers (Jansen 2010). In 198@sntembers
of Grameen Bank had 43 per cent higher income tiwanof non-members (Hossain 1988). Another sucisetbst
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it has managed to derive profit out of lending drmams to millions of poor borrowers. The criti@y/sGrameen
Bank makes profit by lending money to the poor bigh interest rate.

The critiques have a point, microcredit organizaiocharge higher rate of interests than governnaert

commercial banks. The Grameen Bank’s managemaeitiuaéts a relatively higher rate of interest toh#g costs
involved in administering small loans. | have obserthat the Grameen Bank maintains direct contaitts the

borrowers and give them training. This requiresugenstaff and involves high operating costs, whaoh partly
covered by interests and partly by earnings fromdost funds from the Bangladesh Bank and donaarorgtions.
The rates of interest in government banks and cawialebanks are lower, but those demand collateFak

application process is also complex. And, loanmfthose banks require bribery. Thus, transactiatscare higher
in those banks. The bank staffs also show biasaggiving small loans because there is little xpeet from poor
people.

The borrowers of Grameen Bank | talked to did rahplain about the rates of interest. They toldijrtbarnings
allowed them to make weekly repayment of loan iditig interest and deposits. Critics cite the evigeof multiple
borrowing that a single borrower takes loan frone &GO for making payment of another. | found, and ia
known fact, that borrowers require payment of alkemaount every week to the bank and there is ne-affi
payment. It means that borrowers must invest inetbimg that would generate income. In my survey, 19
borrowers, out of 22, are doing this. They haveaexied their small income generating activities toram
entrepreneurial activities. Spending the borrowezh@y on personal consumption would lead to incréasen-
performing properties. | found only one responderssd the borrowed money for her personal consomgGase
#4). It means, it is not a general trend, onlyva feembers may misuse the loan.

The tale of Grameen Bank is now the most familiae:dhe phenomenal repayment rate; the documebikty &
reach more than 8 million rural poor householdsalsioans that can make a difference to a familyidlbeing
through increasing income of whom more than 90ceet are women. How to explain its success story?

My findings underscore the importance of joint effp of the bank and the borrowers, and of the zarkthe state,
in combating poverty. A vast number of poorer wonneanaged to come out of poverty. It was not miaditr
alone that enabled poor borrowers becoming ecoraipitmdependent. Microcredit was one path whiclpbe
millions of poor to escape poverty. More avenues actors were there, and would be required, tdifae the exit
as well as for the expansion of the scope of iteraon and its sustainability. Borrowers were rinbd and
organized to form informal networks that fosteredmeration among the members, created trust apdmsbility.
Networks, samities facilitated deepening of the formal market, “lmwvers’ interactions at group meetings
facilitated the ability to establish and strengthertworks outside their kinship groups and livingaders” (Lisa
Lawrance 1998:2). Grameen’s relationship with ttetesalso was of crucial importance. Although, Geanis
recent relation with the government is conflictirigg, most successful microcredit programs have beleean it
complemented with the state doing its job in tewhstimulating small entrepreneurial activities argovomen.
After seven years of experimentation, in 1983 Gramkecame a government registered bank. In 199Goved
from government direct control. The ordinance 080 @llowed the Bank to elect its Board of Directange out of
twelve members from the borrowers. Three members@aminated by the government.

The findings of this study further accord the asstiom, of the new economic paradigm that emphagizesdea of
social business, that the only way out of poveotythe poor-particularly for the women, who straimder the yoke

of unpaid domestic labour- to work and earn theimo Some academic would claim this complements the
supposition of the neoliberal economics, othersldiolaim its association with the new institutiosad. | think, the
Grameen model is a combination of both these petisps. Microcredit and building social businesiyn in
Dr.Yunus’s words, a new kind of capitalism thatrisant to serve humanities most pressing needs\(iete with
Dr.Yunus, Lofoten, September 2009). The microcreditor further offers an instructive context faplering the
different programmatic implications of liberal (Ratn) and Marxian (Bourdieu) theories of social tapi
Paradoxically, both perspectives find expressiothiwithe dominant “Grameen model” now endorsed lmgthof

the mainstream development agencies.

For the Grameen model, of crucial importance isrdo®gnition that any individual is a potential gmr and each
individual has much more hidden inside, that mwestglven chance to be explored. What requires iaticig an
environment that would enable her or him to make afsher or his potential through their interactidinterview
with Professor Yunus, Lofoten, September 2009).e&scto credit is necessary but not a sufficientditimm.
Borrowers must invest loans in income generatirtgrenising activities. They should be provided whtiowledge
where to invest and skill how to earn. Spending lberowed money for personal purposes would contipel



Rahmar/ OIDA International Journal of Sustainable Devehgmt 08:10 (2015) 87

borrower to search for other sources of crediefway the previous loan. This was a major weaknkegewernment
agricultural credit program, which has been in tlends of a number of government and semi-government
cooperative banks. As mentioned earlier the governtrmattempt at combating poverty through credit @ashed
and promoted patronage. The political interestsl wsedit to buy public support only.

The recognition of individuals as potential pers@mshe core of Grameen’s vision, which distingeisht from
government- and other non-government organizatiorits vision further includes a set of values atsl
organizational culture: Looking at poor people rat problems or liability, but as resources. Theystrioe
supported, empowered and enabled. For the effectigkzation of these values it introduced an oizgtional
culture that rests heavily on devolving respongibiind authority both to its field staff and torbmwers. The
Bank’s top management gave both these groups reildg and authority for the basic work of lendirand
collecting savings and repayments. Senior manageofahe bank can rely on decentralized decisiokingaon
basic work. It is possible since its values areelidunderstood and shared both by its staff andolb@rs. The
management thus fostered staff participation, amgosverment in the long run, within a framework tfased
values. In interviews, Dr. Yunus repeatedly claintest both these groups, because of shared vahdethair joint
efforts, have demonstrated effectiveness in inmgstredit for productive purposes, creating new ateainfor, and

value of, their productg.This claim is endorsed by earlier studies on nuiczdit (see for example Holcomb 1995;
White 1991).

Right from the start Grameen relied on savingsectdld as a condition for membership and for actessan. It

gave the borrowers training, provided them witHlskid know-how in order to add value to what tloerbwers
produced. Initially, loans were given to individsial his appeared to be problematic owing to lackingw-how at
individual level and self discipline. This expergenled to a new idea of giving loans to groups.nsoaere given to
groups of ten or more. The purpose was to fostdeative responsibility. Those also appeared asfectve.

Members lacked a sense of collective responsibilitiey seldom took part in group meeting. A neweskpent

was undertaken. Borrowers were organized in grafifive members and several small groups in theesuittage.

They were brought under the administration of areeth observed that respondents maintain directaz with the
field staff. They can talk to the staff whenevegytmeed any advice or new loans (Holcomb 1995)edicontact
can be problematic in some situation. Though n@nided, | had to accept the presence of a fieldagemwhen |
was interviewing two members in Galachipa. The&sence, | guess, influenced them, had impacts @t thiey
told me, and thus on the quality of my data.

The new way of organizing borrowers, in combinatigith stimulating business activities through trag the
members as small entrepreneurs, gave positivetseJiie practice got stability. Borrowers invesrs in poultry
firms, fishing ponds, vegetable production etc.UrRet are distributed amongst the members of thepgrcand the
groups are responsible for paying back loans. Titerést rate is 16%-18%, loan default is less &fan | asked:
What happens if one fails to pay one installment] eepeated failure to repay. The field managswaned, one
can get new loan for making payment of the old délstameen takes many factors into consideratiomidDef
further loan may force the borrowers to look folest sources of credit, leading increased indebtejrend other
sources of income including prostitution.

The Grameen Bank, by allowing poor and disadvamtgmepple access to small loans and providing thetm w
skills, helped them to take control of their ownek, make something of themselves, and improvéothef their
families (Holcomb, 1995; Jansen, 2010; Lovel, 198®&ijte, 1991). The following cases add more evidgenc

Case#l. Rowshanara (Hemayetpur village, Manikgestjict, in Dhaka division) has been a membesafity a
group of five women, for nearly 27 years. Her fin was 2000 taka (equivalent to 50 U.S dollah211984). She
started knittingpati, a kind of mat made of cane, in cooperation witieo four in thesamity Thesamitysold patis

in the market nearby. Later, they received ordemnfother families in the village and neighborintigges. All the
members paid a small amount to the bank, as paetayment of the loan, and deposited a small susagings.
Rowsahara’ accumulated savings helped her borrowigger amount which she used for expansion of her
business. Now she owns a tailor shop. She emplbgedephew as the tailor. Her two daughters ar&kimgiin a
garment factory in Dhaka.

Case#2. Shefali Rani (from a village near Chittagammiversity, Chittagong Division) took first loatD00 taka
(equivalent to 25 U.S. dollar) 22 years ago. Sheested in Bettel leaves plantation. Earning frons tsmall

2 Interview in Dhaka, January 2008, and in Lofotept®mber 2009.



88 Rahmar OIDA International Journal of Sustainable Devehgmt 08:10 (2015)

investment was used for her daily needs. Her Insgaing, during the first 3 years, was 10 takargwveeek. Later,
the following years, she saved 30-40 taka weeklgrdased savings allowed her bigger loan from #rek bNow
her loan is 200,000 Taka (nearly 3000 U.S.dollegsent exchange rate). She owns a stationary sHoph is run
by herself and her son. She pays 3000 taka eventhmas repayment of loan including interest (18.5%d
monthly savings deposit of 600 taka. She has twalli@rs; one took a bachelor degree from the lacathen’s
college, now working as a teacher at the Primatho8ktin the village. The eldest daughter lives iald§sia with
her husband.

Case#3. Arati Sarkar (Galachipa, Patuakhali distiarisal division) has been a Grameen membeafirl6 years.
Her first loan was 3000 taka (60 U.S dollar in 199bhis was her start capital for buying and sellimats.
Increased income and savings allowed her to expasihess. Now she owns a furniture shop, makingsatiohg

furniture made of cane. Her present loan is 751RQQ100 U.S.dollar present exchange rate). Sheespkyments
in installments of 2000 monthly, 970 taka loan gepant and 30 taka savings deposit.

The cases cited above involved, almost exclusialy,good examples of what microcredit can doHergoor, for
women in particular. In my survey, all the borrosvere women and they have a high rate of repayniaty
economists and researchers have pointed out thateware easy prey for microcredit organizationseyTare
particularly vulnerable to the brutal loan-collectisystem of microcredit institutions. Economisits also skeptic
to collective liability. Susan F. Feiner, DirecturWomen and Gender Studies at the University aftlsern Maine,
points out that the ‘communal nature’ of the micealit creates the problem of collective liabilityhere one
women'’s failure to repay her loans will result iallective punishment for the whole group. Some otioeind
microcredit institutions using methods of collegtimoney that include assault and threats from dbeal Imoney-
collectors in the community and thus degrading woniéey claim the methods add more layers of ogmaso
the world’s most destitute population. In my sundefpund three defaulters. They diverted borrowedngy to
nonproductive purposes. They told, pressure caoma thesamity the group, and from the bank. But they were
never been assaulted or threatened by any barfk Bt&fre were other sources around them. They toote loans
from them but, instead of repaying the first lotirey rather used new loans for purchasing T.V, pkbine etc.
Interests increased, which forced them to borrawnfia third source. They became over-indebted. lmaase, the
borrower thought of her political connections, whahe used in forgiving the debt, at least fortiime being.

Case#4. Ruma Begum, also from Galachipa, Patuadtsitict, was member of Grameen for about 8 yeavs
years ago she failed to repay her loan of 10,0k®, taith accumulated interest 16,000 taka. Sheestavith selling
Bhusha madaily necessities of village households. She boaghtmodities on credit from the wholesale market in
Galachipa. Instead of repaying the loan and magamgnent for goods she bought for resale she usethtimey for
purchasing a television. She, as a local memberrofjor political party, was a member of the |lazainicipality.
She thought she could make use of her party infleevaiving the debt. She is in debt, but theredipressure from
the bank for making an immediate payment.

Loans are given to groups and groups have joibtlia for physical collateral. But the claim thahe borrower’s

failure to repay loans results in collective punigmt for the whole group does not hold, at leastettis no evidence
of such a claim in my survey. Furthermore, womeseie credit collateralized by group guarantee,hyotangible

assets. It means the lender cannot claim the bertsvproperty if the borrower fails to repay lodn the other
hand, at least theoretically, the women who paudite in group lending will identify collectively taesist their

common oppression. In the above case, the growa ¢1p Ruma’ side and pleaded for forgiveness, hewethe

more effective guarantee was the borrower’s idgasita party member.

The cases are evidence of changed status of woMegt. impacts such changes at individual statusdick for the
community? In addressing this question | allow nifyse present the findings of an impressive stugylly.Eirik
Jansen. Jansen observed changes that have takem iplaa village near Dhaka. During 1976-1980 Jansen
participated in a large poverty study carried outhe Bangladesh Institute of Development Studiethé village of
Bhaimara. During his recent revisit to the villdge found “it was not the tractors, scooters, taxid motorbikes
that characterized the changes in the village”,Heusaw “no more houses with straw on the roofd’th®e houses
have corrugated iron sheets on the roofs, the vaadiuilt with bricks and on solid elevated coterfeundations.
Almost all the 100 families in the village are pided with electricity, 40 of them have their owtetdsion. Other
visible improvements were access to education,ncleater, sanitation system etc. The primary scheol
refurbished. Many families have their own water pgnin the courtyard and toilets. In Bhaimara thare 52
women active members of Grameen Bank and 40 of BRMi€rocredit and different types of training gavemen

the opportunity for earning and thus becoming mordependent and confident(Jansen, 2010). Bhaimara,
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Hemayetpur, Galachipa are not three chapters ofooeess story. The impact of microcredit is nolivtfeoughout
Bangladesh. Microcredit programs of Grameen Bamnercthousand of villages.

Can microcredit make macro differences

In Bangladesh, during 1980-1988 there was an anavadage growth of GDP of 3.7% (World Bank 1990a).
Economic growth barely kept with population, whidkreased at an average 2.8% over the same pé&nid®85-
86, 51% of rural population and 65% of urban popoawere below poverty line. As late as 1990, Badgsh was
among the five poorest countries in the world (WMilerld Development Report 1990). According to the919
Human Development Report GNP per capital was 170blirs, infant mortality was 116/1000 live birtdult
literacy was 68%, life expectancy was 52 years. 8f%he population lived in rural areas, their pmednant
economic activity was agriculture; 60% landlesseatgled primarily on the sale of their labor for suali A
restrictive gender division of labor limited, ttaeal of female dependence on male provision limiedhen’s room
for maneuver.

Both observation and research findings show thedl raouseholds in Bangladesh have undergone majo-s
economic and demographic changes. In Bangladesimgdi©®70s, more than 80% of rural people livetbhethe

poverty level. Today, it is a third of the popubati A recent survey of 62 villages (Funded by Redeand
Evaluation Division of BRAC found the average sidgural household 4.93 in 2008 which contrast® 532004,
5.67 in 2000 and 6.15 in 1988. This decline islpattie to migration, partly to a fall in the ratd children in the
total population etc. As | look at it, the mostrsfgcant factor is the possibility of women to mattecision by their
own, when to get married, when to have children lamg many. This is empowerment and thanks to miedit

Furthermore, the proportion of people aged 65+ lteeh on a rise- implying longer life expectancyedently, for
the first time history the life expectancy for wamis higher than men.

A positive development is often attributed to gagmernance. Bangladesh is not an example of gowdrgance.
Bangladesh has a mixed record of Governance. elmibst recent governance data (World Bank Insjifote2005,
Bangladesh scores poorly on all six indicators;itipal stability, regulatory quality, control of owption,
government effectiveness, and accountability. Aagerformance has worsened on all six indicateta/éen 1998
and 2005. Despite poor governance, Bangladesh eshjoglatively strong economic outcomes. Expansibn o
garment industry, increased productivity in agiticté sector contributed significantly to such chemgNGOs
engaged in microcredit have their shares, bottafaibrant private sector and for the state’s pastmp with NGOs
in delivering social services and in managing redtdisasters. More importantly, microcredit hasrbeppreciated
for its contribution in breaking the cycle of potye(Catherine H. Lovel:1992), for the growth of fsebnfidence
among women in rural Bangladesh, for taking finahservices to the doorsteps of the poorest opth@, which
were beyond the practices of the traditional largexdit institutions. Grameen as a microcreditifnson has
advanced from being development partner-supportty eéowards almost self-sufficient institution.

Bangladesh now has the reputation of being thega@omand the home of largest and most efficient ooiedit
institutions in the world. Microcredit came to beetmost favored aid policy in last three decadeavéjas,
Schreiner, Meyer, Gonzales-Vega and Rodriguez M}Q0). Microcredit, especially after Yunus was alear
Nobel prize was “branded as something that was @mothe people” (Carine Roenen, 2008). The obviqusstion
now is: Why microcredit came under critical scryfin

Discussion

Microcredit has been the darling of the aid comrtymind it has claimed more and more of the aid budg
Meanwhile, many raise a question whether it iskibst way to help the poorest (Buckley,1997;Rog886). They
claim that the fervor for microcredit may have sipHfunds from other projects that might help therpoore.

As mentioned in introduction some untoward incideirt India the government of India revising theirent
framework. The documentary by the Danish jourmaligtiestioned the efficacy of micro credit while wsing
Professor Yunus brought many people to join thelbagon to challenge the very purpose of microcréadituding
the Government of Bangladesh.

The success of microcredit, the Grameen Bank itiqu#ar, and its popularity caused a tremendouseise in
number of NGOs and profit making companies thaereuk into this business. The market became ovaratat
and borrowers over-extended. There was competétionong lenders. All these and a weak global econbawe
strained borrowers that put microcredit under nicope.
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Relations between the state and microcredit orginizs, in fact with NGOs in general, are contramiz While
the government proclaims its support for the NGi@spractice those find it very difficult to get gemnment
approval for their programs. The approval proceditself is laborious, the application forms arenfiotated
intentionally vague, however, one can overcoméhalte by bribing.

There is also love and hate relationship betweenGhamenn Bank and other NGOs. This is partly duéhé
Grameen’s practice of moving into new arena whéhnercorganizations are working and becoming a cditgpeln

this regard, the NGOs run by religious organizatiane the strongest opponents to the Grameen. N@@sng
with madrasahand mosques provide free accommodation, foodhchotd some stipends to those attending
madrasah. The Islamic banks on the other handigares without interest.

Finally, and most importantly, the power structafeelite networks controlling internal and extermesources.
Microcredit programs, to a certain extent, havendistled the dependency of the rural poor and thase taken the
larger share of development aid. In the followirgjdborate the process.

| mentioned earlier that the major feature of thei@economic structure of the rural Bangladesh lmatebeled as
dependency, characterizing the nature of the celsliip that exists between poor and the rich. &tras of
relations in urban societies are different in mamyys. Yet, those uphold many aspects of the reistips
described above. Urban power elites have ruralections. They frequently visit their village home.

In an earlier study, | developed a framework ilashg the decisive role of elite power networkstie economy
and politics in Bangladesh (Rahman 2010). The powemake decisions is seated in political, militamyd
bureaucratic institutions. Economic institutionsddousiness interests are linked with decision nwmlkerthose
institutions. Political leaders, top bureaucrats asich business families have always tended to ctogether to
form power triangles through creation of mutual pe@tion and reciprocal dependence. Both mutugbe@ion
and symmetrical dependency perpetuate horizortlgeship among them. The distribution of powends always
even. The uneven distribution of power dependshemtture of flow of resources and one’s positioa coalition.
In a situation in which resources flow from theipchl-and bureaucratic elite to the business glever lies with
the former two groups. Next, one’s position in tlegwork structure is crucial for his power. Majalifical parties
have their student front, labour front, youth framturban areas, and peasant fronts in rural afEas.political
leaders maintain ties with the leaders of all tHesets. Both these two forms of power distributiake the form of
vertical patron-client relationship. A patron hasndnant position and holds central power. In urlzaeas,
businessmen, student leaders, and trade unionrteade dependent on their political patrons. Iralrareas, as
mentioned earlier, th peasants are dependent arrittteland owning patrons. The rural patrons agaie clients of
the urban elite. Thus, there are hierarchies demdifit layers in the internal structure of thosevoeks. At the top
level of the hierarchy are core party members. Tpeyicipate together most often and intimately #mely have
centralised power The next level consists of intermediaries andupgso of local strongmen,mastany and
sycophantsghamchak Both these groups participate with core membamssome occasions but never as a group
by themselves. They are clients of the party leaded they haveominal power There are groups of those people
who lack resources and communication channelsrio fmalitions. They may contact the core membensutih
intermediaries, those withominal powerParty workers at grass root levels, the rural pgiasare examples.

These networks of power relations are the mosttfie means by which the elite of various kindsth@ patrons,
maintained, and maintaining, their control overeintl resources and the inflow of external res@jreemajor
source is the aid money. The elite power netwot&s decide which development projects would bedidet in
development programs, product suppliers, imporntgeconsultants, contractors in the process dtypohaking-
and implementation of projects.

During the first two decades since the inceptiorBahgladesh as an independent state aid money wneted
towards bigger projects (Hye 1996; Jansen 19881&\1891; World Bank 1984). The First Five Year P(2873-
78) and the Second Five Year Plan(1980-85) placadapy emphasis on national economy with the aim of
acceleration in economic growth (Holcombe 1995; H966). Despite such efforts and huge inflow okexal aid
assistance, Bangladesh remained amongst the fiwegtocountries in the world throughout the 1988g(World
Development report 1990). Instead of meeting neddhie poor development funds have been divertedrnd
served the interests of, the well-off groups, jpadit leaders, top bureaucrats and rich businessfdansen 1990;
White 1991; Hulme and Turner 1990; Sobhan 1993addition to extracting internal resources, thetjpal elite in
alliance with the bureaucratic-military elite tottke lion’s share in the resources that came to Baegh from
abroad. Though the importance of aid was felt thhamwt Bangladesh, the immediate benefit of aid werthose
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through whose hands it came; various interest groupo were contactors, consultants, contractorgdugcrats and
policy makers ((Jansen 1992; Sobhan 1991).

The Food for Work Programme (FWP) during 1975-19&4s designed to build roads and assist the lamdles
labourers in rural Bangladesh. A CARE study shoardaverage of 19 percent over-reporting of the arnof
work done on projects and an average of 9 percedgrpayment of workers. A World Food Program strelyealed

a 22 percent over-reporting of work done, and dystlone by the BIDS showed that workers were paidwerage

of 26 percent less than their entitlement. Ovethéise studies reported a misappropriation ra@db 40 percent.
Government emergency food relief programmes haéwam more abysmal record. The donors had to inereas
expensive monitoring of Food for Work Projects.

Aid money was used for modernisation of the arnuedes, purchase of military equipments, procureroéfighter

planes, naval frigates etc. During the period 198960 aid became a lucrative business for the myligdite. The

other groups benefited most were the contractodsthe indentors. Furthermore, development projeatkided

construction of new roads and modernisation of roldds in the capital city, new bridges along thghhiays

connecting the big cities satisfying the demandefly rich who now owned new cars. The import poktlowed

import of cars involving nominal import duty. Fuetfmore, despite financial constraints, budget ihetlexpensive
constructions of new residences for the Vice Pesgicand the Prime Minister, and major refurbishofgthe

President’s house (Kochanek 1993). Aid money wasl @izr such constructions.

The donors preferred to channel their funds throN@Os. Thus state patronage opened for lobbyindlGPs to

include projects and arrange funds for their ptsje€he indentors and the NGOs used their effortobbying.

Networks were the most effective measures for ssfaklobbying (Jansen 1992, Kocahnek 1993, SoliBaR).In

this regard bigger indenting houses who had diteanections with top political leaders showed greaticcess.
Firms worked as agents for cars, heavy machindegsdljzers, food grains etc.

The negative outcomes of macro policies elicitedeta of responses from those concerned with dermint
policies. There was also a realization that econgriowth does not necessarily mean an easingiafjlisonditions
for the poorest people. The need of something naw/felt, a new paradigm of development or a newagmh that
would be people-centered, putting poor people,fireeting their basic needs, empowering them ansl thaking
development more inclusive. Improving the livelildoaf the poor became one major goal of developraieht

For the government in Bangladesh, it was not bef@&5, it included the tasks of identifying the deef the rural
poor. One major strategy of its Third Five YearrP(2985-1990) was facilitating provision of a rargfefinancial

services to rural poor through commercial banks Tost distinguishing feature of this strategy waspproach
the rural employment from a close proximity at thé&ro-level (Hye 1996). The strategy included tlodiqy of

giving the poor access to small loans, paving tta pf partnership between the state and the NGOs.

Concluding remarks

In addressing the question what role microcredit play in alleviating rural poverty | have focused Grameen
Bank’s performances. The outreach and sustainalzité accounted for. Grameen Bank, from a credéneg,
became a “socio-economic formation” (Fuglesang @hendler 1986), by engendering the conscientisatfahe
poor and through the creation of an organizatiar@gdacity permitting previously powerless groupsptsh for
social change (Hulme and Turner 1990). In achietirggoals Grameen’s relationship with the state alas of
crucial importance. It complemented with the stdténg its job in terms of stimulating small entrepeurial
activities among women.

The findings of this study further accord the agstiom, of the new economic paradigm that emphadizesdea of
social business, that the only way out of poveotythe poor-particularly for the women, who straimder the yoke

of unpaid domestic labour- to work and earn theimo Some academic would claim this complements the
supposition of the neoliberal economics, othersldiolaim its association with the new institutiosad. | think, the
Grameen model is a combination of both these petisps. Microcredit and building social businesslyn in
Dr.Yunus’s words, a new kind of capitalism thatrieant to serve humanities most pressing needs\(iete with
Dr.Yunus, Lofoten, September 2008). The microcreditor further offers an instructive context faplering the
different programmatic implications of liberal (Ratm) and Marxian (Bourdieu) theories of social tapi
Paradoxically, both perspectives find expressiothiwithe dominant “Grameen model” now endorsed mgtnof

the mainstream development agencies.
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There are cross-sectional linkages among diffefi@mbs of social capita?. What | mean by causal conjuncture is
such linkages i.e. various forms of interactiorwn individuals and networks and between netwarnksmacro-
institutions. Causal conjuncture may take differfemtns in different social contexts and under ghgftconditions.
Contextual factors are important to understand wlgple put trust in networks or in institutionsmentioned
earlier, a critical phenomenon in many developiogeties is that the elites have the capacity tpleynthe state to
pursue particularistic interest. Organizations ncayne into conflict with the state elite. Wheneveeit efforts
undermine the elite interests, does not matter wbhte motive or performances of those organizatiare, state
forces may be used against them. The conflictingtioms between the government of Bangladesh tream@&en
Bank is the clear evidence.

The microcredit sector offers an instructive cohfiex exploring the different programmatic impli@ats of liberal

and Marxian theories of social capital. Paradokycaboth perspectives find expression within themifzant
“Grameen model” now endorsed by most of the madastr development agencies. Based on the pioneering
innovations of microcredit in Bangladesh, the moelakes sociological theory of structures of nelwalations
through which women receive collateralized by “grayuarantee” rather than by tangible assets. Thetate of
network relations implies that women who particgpa@t group lending will identify collectively theirights,
obligations and trust in small groups, usually igéfmembers. It is the attributes of network relasi, both forms
and contents, that provides the network membefs sgcurity. A brief account of how networks workrists place
here.

How NET works

An interaction pattern that commonly has the foifA¢ Borrower, case #1) somehow inducing B (boreopwcase
#2) to motivate C (Case #3) to do something. A wamtwould value, the example is how micro credirks.
Groups of women, in neighboring areas, induce etivér to repay their loans so that others in tlo&igmight also
have access to loans. The bank does not have s$e elfier the borrowers (C) for repayment, becausghave in a
sense, delegated the incentive for doing so torotiembers (B). The loans again are too small ferlihnk to use
legal devices to enforce repayment. Micro credifaoizations turn clusters into network as resoyroes form of
social capital, which make individuals capable eftigg access to economic capital. For A to calkonial capital
is to have access to a particular B who can maitla¢ relevant C to act on B’s behalf. In a madainomy the
relevant C is usually an institution, but B is méke to be a role holder in an institution. Soaiapital is a vague,
not to say murky, concept that takes on many meaniMany scholars include trust in the bag of manselated
things that they say constitute social capital fBat 1995, 2000; Brehm and Rahm 1997). The casend buggest
social capital takes the form of individuals havemgess to it (Cook 2005), trust can play a rot¢,necessarily a
requirement. It may happen since a particular itatdlr, B, trusts A, to some extent to reciproctteors. B is
induced to try to motivate a relevant C to act ahdf of A. But the facilitator can do this eventhwaut trust
because A and B can simply enter an exchange iohwhipays for B's effort to motivate the provider & a crass
but evidently very common example in Bangladeslitips] X gives money to Y,s political campaign, éddets a
government agency C to do what A wants. In thi:c#ise forms of social capital has negative impactshe
society or people. Despite such varied implicatiavisat is common in both the cases is that peoplet \&ccess to
social capital — because it is the only form ofemscpeople might have to accomplish their purpadesce,
although trust might be important in calling on isbcapital, it is not constituted by trust. In thase of micro
credit, neither trust nor ordinary market incensig@vern the relations among the borrowers.
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