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Abstract

　　　Since　de－colonization　from　Brkain　to　mid－1970s，　the　rural　credit　programs　in　the　territory　of

Bangladesh　had　followed　one　after　another　and　never　worked　well．　Moreover，　those　prograins　had

seldom　served　the　poor，　especially　women．　This　article　is　an　attempt　to　understand　the　historical　nature

of　the　problems　and　weaknesses　of　the　rural　imance．　By　the　late－1970s，　a　new　development　approach

was　introduced　by　the　Grameen　Bank　（literally：　village　baRk）　to　correct　the　top－down　bias　of　previous

decades．　This　paper　also　presents　a　brtef　historical　overview　of　why　and　how　that　altemative

development　model　emerged　and　of　its　assumptions　and　expectations　regarding　institutional

arrangements　for　minimiziRg　state　and　private　involveinent　in　the　developrnent　process．　Some　skeptics

were　refused　to　view　micro－credit　as　being　all　that　differeRt　from　older　and　this　is　a　small　coRtribution　to

remove　the　fogginess　around　this　mechanism．　The　author　also　indicates　prospects　and　the　recent

emergiRg　challenges　of　micro－finance　for　the　poor．
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1．　INTRODUCTION

　　　　DependeRce　of　the　rural　population　of　the　territory

of　Bangladesh　on　informal　credit　market　has　been　his－

torically　associated　with　financing　mainly　the

consumption　needs．　0鉦icial　intervention　in　the　provision

of　credit　was　merely　a　means　to　fight　poverty，　ignoraRce，

exploitation　and　Ratural　disastersi’．　There　had　been　no

organized　efforts　to　contribute　to　comprehensive　rural

development　or　national　economic　growth　through　rural

credit．　Subsidized　loaRs　were　first　introduced　during

British　colonial　period　to　help　poor　farmers　survive

droughts，　floods　and　cyclones，　and　escape　from　local　loan

sharks．　The　credit　cooperatives　first　tried　in　the　opening

years　of　last　century，　were　designed　to　organize　and

educate　their　members　as　well　as　to　give　them　access

to　financial　services．　But　except　some　private　local

initiatives，　the　formal　credit　cooperatives　never　worked

well．　By　1947　there　were　26，664　rural　credit　coopera－

tives　iR　Bangladesh　and　they　provided　almost　all－formal

financial　services　in　rural　areas　（Ali　1990）．　This　trend

continued　for　two　decades　and　a　half　with　varying　success
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or　failure．　Some　attempts　during　1950s　and　196es　to

revive　cooperatives　failed　to　get　the　true　principles　of

cooperatives　一　self　reliance　and　self－management　一

accepted　at　national　level，　because　the　authorities　were

using　the　cooperatives　as　a　way　of　pumping　politically

motivated　subsidized　credit　iRto　the　rural　area．2’

　　　　This　paper　attempts　at　analyzing　the　formal　credit

programs　through　a　coraprehensive　review　of　rnajor

efforts　of　BaRgladesh　towards　development　of　a　new　type

of　rural　credit　market　for　the　poor．　lt　culminates　on

analysis　of　the　Grameen　Bank　（hereinafter　GB），　which

offers　an　inRovative　banking　system　for　the　poor　and

more　attractive　option　for　poverty　alleviation．

　　　　In　the　late　1970s，　the　GB　emerged　with　micro－credit

activities　at　grassroots　level　in　Bangladesh．　Since　then

the　GB－Model　has　been　at　the　center　of　national　and

intemational　attention　and　is　considered　to　be　a　mech－

anism　for　economic　development　through　overcoming

poverty　and　deprivation　by　access　of　the　poor　to　credit

and　material　inputs．　The　GB　practice　leads　to　a　process

replacing　old　orthodoxy　with　new　ideas，　aRd　today’s

development　paradigms　in　LDCs　are　based　on　rr｝icro－

credit，　people’s　participation，　self－help　management　aRd

peer－group　monitoring，　etc．　Taking　those　into　consider－

ation，　this　paper　aiso　atterapts　at　a　closer　look　on　the　GB

Model　as　an　alternative　rural　financing　approach　and　its

mnovatlons．

g．　RURAL　CREDIT　PROGRAMS：　Since
　　De－Colonization　to　Mid－1970s

　　　　The　birth　of　early　cooperative　institutions　iR　the

territory　of　Bangladesh　is　associated　with　the　recommen－

dations　of　the　Famine　Comrnission　Report　of　1901．

BetweeR　1901N1940，　as　many　as　three　legislation　were

introduced　by　goverRment　to　strengthen　and　expand　the

cooperative　network．　The　gefieral　consensus，　relating　to

the　assessment　ef　the　cooperative　movement　till　1947，

is　that　the　rnovement　expaRded　rapidly　on　weak　founda－

tions．　Among　the　reasoRs　identified　were　low　level　of

literacy，　highly　formal　nature　of　the　movement　aRd

personal　motives　of　the　individual　members　of　the　coop－

eratives　（Ali　1990）．　Moreover，　the　movements　received

various　setbacks，　first　from　the　depression　of　the　thirties

and　second　from　the　partition　of　lndia，　etc．　After　1947，

the　independent　Pakistan　government　tried　various　new

approaches　to　rural　credit．　The　need　for　a　sustainable
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full－fledged　credit　delivery　system　with　micro　level　units

had　been　recognized　soon　afterwards．

＄ince　De一一coionization　to　End－f950s

　　　　With　an　apparent　realization　of　the　fact　that　the　poor

people　faced　high　interest　rates　due　to　monopolistic

practices　of　‘local　loan　sharks’，　the　governmeitt　of　Pa－

kistan　introduced　a　system　of　providing　subsidized　credit

to　small　farmers　through　specialized　financial　institutiofis．

The　government　in　1948　introduced　a　3－tier　cooperative

based　credit　delivery　system　at　the　Union　level．3’　Rural

credit　programs　initiated　by　the　government　during　the

period　up　to　1950s　are　presented　in　Table　1．　The　number

of　UCMPS　created　under　the　program　reached　about

4000．　The　program　was　designed　to　provide　credit　te　the

various　rural　livelihood　cooperative　groups，　but　its

purpose　was　foiled　as　the　cooperative　societies　were

domiRated　by　vested　interest　group　members，　who　were

usually　the　large　iandowners　taking　the　lion’s　share　of　the

loaR　funds　and　often　defaulting　in　repaymeRts．

　　　　Under　a　1950　bill　Pakistan　officially　abolished　the

Zamindari　land　tenure　system，　which　had　beeR　a　rr｝ajor

symbol　of　oppression　and　injustice．　Later，　the　ADFC

（1952”v）　and　ABP　（1956’N・）　were　established　with　a

handful　of　branches　in　East　Pakistan　（now　Bangladesh）．

The　functions　aRd　loaR　conditions　of　the　two

organizations　overlapped，　but　the　main　difference　was

that　the　ABP　had　a　statutory　duty　to　give　preference　to

small　farrr｝ers　and　share－croppers，　a　stipulation　which

demonstrates　that　the　ADFC　was　intended　to　be　an

instrument　of　social　reform　and　rural　development

（Rutherford　1995）．　At　the　same　times　the　government

had　initiated　another　large－scale　rural　development

prograrn　called　V－AID　placing　major　emphasis　on

energizing　rural　communities．　The　V－AID　divided　the

country　into　development　areas，　each　with　about　150

villages　and　100，000　populatiofts．　The　main　component

of　the　program　was　on　self－help‘’　but　because　of　the　class

confiict　in　villages　it　became　an　indirect　source　of　help

to　large　landowners　and　other　better－off　rural　peoples．

The　V－AID　offlcers　were　given　Jeep　and　also　naoney－bag

to　show　themselves　off　and　the　result　was　rivalry　and

generation　of　an　inter－departmental　jealousy　among　field

functionaries．　Moreover，　they　were　won　over　by　mostly

the　local　power　classes　（Khan　1980）．

　　　The　ADFC　and　ABP　were　pioneers　iR　new　field　of
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Table－1：　Formal　Rural　Credit　Prograrns　since　De－colonization　to　End－G950s

Pro9聡醗s 団ψr Sys｛e目窪聡trod髄ced＆；Oper我t貢。翻 N3重乱ヨ『e　ofAch薮eveme翻ts

Ob凄ec盛ves M【e曲調藍s鵬s A綴Re瓢繍痙s

Unio籍 一EXtending　VarlOuS　SerViCeS 一3tier　Cooperatlve＊based　credit　de玉ive超ゾ 一Poor蚕oan　recovery　perfbr瓢ance

Cooperatives to飴rmers，負shermen， system　at　Union　level　fbr　multi－purpose 一The　vested　interes重group　membeぎs

Multi一 型veavers　and　oξher　rural 　　■■▽≠モﾞVltles dO撮lnated　COOperatiVe　SOCIet｛eS　and

Purpose llve蓋藍hood　groups they　were｛he　largest　de飴ul芝ers．

Socle定les 一By　1958tr且ed　to　reach　vil】age　level

（UCMPS） through　KSS（farmerつs　cooperatives）

1948 一Pro　ra搬abandoned　ln　1961

一Rural　development． 一Loan　to　r縫ral　people　fbr　various　p縫q）oses 一Poor　loan　recove郵y　perfbrma熟ce

Agricultura1 一1ncreas重難9　Productivi芝y　and including　h面cultare，董bres亡ry，薮shery， 一The　poor　had　very璽im量ted　access重o

Developme撹 real　i額co澱e． animal　husbandry，　poultry　and　dalry，　etc． cred建because　of墨egal　constral鴛重s　and

Fi鍍a鍛ce 一Creati捻g　a　splrlt　of　helP＆ 一〇rganization　of　rura1　Communitles蝕 paぴcity　oftral籍ed　perso装nel　dealing

Corpora｛lon coopera重lon　ar織ong　v麺董agers agricultural　developme撫through　credit wlth　rural　credl重

（ADFC） a簸（墨　providing　　cornmuniまy 一Apioneer　venture　ln　a　new　fleld　of

亙952 　　　邑
唐?ｒｖ三ces

　　，　　　　　．　　　　・

≠ワd韮V匪tles

暖n筆provi熱g　rural　peOP夏e’s 一DMded　the　country　into　developme搬areas 一The　prOgfa撮COUld　nOt　reaCh重he

Viliage SOCIOeCOnOmlC　llVelihOOd wi重h　a　population　of　apProxj　OO，000　and target　since　the　admlnistra重lve　ability

Agrlcul観al through　provislon　of about　150　villages．　A　development◎f資cer was　poor
＆玉ndUS｛ria1 extension　and　the　communlty was　in　charge　ofthe　area　assisted　by　three 一Diversio鍛ofthe　development　f糠d　by

Developme鍛t 　　　「唐?ｒｖｌｃｅｓ。 supervisors　i貧cl“ding　one　wornan． field　　fbnctionaries　　and　　inf達uent孟a1

（V－AID） 一increasing　Productivity＆ 桶Created　various　cornmittees　at　a11 villagers　caused　a　fhnd　sho宜age　and

1954 real｛ncome　ofvi1】agers
　　　曾　　　　　o　　　　　　　　　　　　　　‘　　　　　　　　　　　　　　　　　　●

＝i1搬媛鍍straむve　U君置ts spread　of◎on’曜Pfaαlces

一Creatlng　a　spirit　ofhe夏P＆ 一GaVe　impO震ant　rOleS　tO　vlllage　C◎unCil　Of 一The　program　cou蓋d　not　create　locai

cooperation　among　rura1 elders（smalles｛unit）and　the　V－A翌夏） orga貧izations　fbr貢mportant　roles　in

people developrnen重area　organizatioa（second eCOnOmy；rural　ln倉aStruC加re　WaS　nOt

smalles重unlt） direcdy　llnked　to　the　vi1】agers’
．　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　辱

高モ盾高?－ge鍛cratλon

一It　was　abandoned　in　l　96韮

一Same　as　ADFC　but　gave 一Almost　same　as　ADFC　b磁had　a　sta加tory 一POOr】Oan　reCOVery　and鋤擁re　tO

Agricultura1 attention　on　soclal　re薮〔）rms duty　to　prov｛de　institutio難al　supPort　to　sma11 reach窒he　target．　B㈱徹s　galned

Bank　of and　mral　developme煎，　a難d 癒rmers　and　sharecroPPers mai鍛ly　by重he　wealthier　farmers．

Paklstan pref6rencc　to　suppo賞s拠all 一Like　ADFC，　lt　failed毛。　make　any

（ABP） ねrmers　and　sharecroppers impact　o蟹ural　cred｛t　market　And

1956 bo｛h　were　merged　i凱。　Agrlcultural

Developme獄t　Bank　of　Bangladesh

（ADBP）in　1961

一Crea毛lng　new　multi－Pしirpose 一lntroduced　pllot　pr（刀曹ects　f～）r　experiment 一implementation　ofpilot　pr（瀕ects　ln

Pakistan societies　instead　ofthe重霊ny Declded　to　set　up　small　groups　of　30　to　40 Com｛難a　District，　ultlmately｝eading　to

Academy　fbr viliage一董evel　coopera重lves　of 癒rmers　all　of　whom　know　each　oまher。 development　ofComilla　Mode韮．

Rぴral earl｛er　years． ・They　Were　tO　hdd　Weekly　meetlngS　at　W煽Ch 一it　worked　clearly　ln　the

DevelOP搬ent 一Mobilization　of　rural　people a｛tendance　and　deposlt　ofsavl箔gs　would　be sub－contlnental　traditlon　but　adapted

（PARD） thro“gh　the　e】ecte引eaders． compulsory the　ol（至一style£uropean　cooperat｛ve

5／1959一 一LOCal　reSOUrCeS　mOblliZatiOn 一Taτget　oriented　prqec重under　one thinking

through　experiment inSti顛｛Ona1倉ameWOrk　Wlth細1－time 一Renamed　as　BARD　after

Dlrector（who　also　acted　as　Pr句ect　Director 童n（iepeRdence　ofBangladesh孟n　l　971

ofV－AiD＆speclaUy　asslgned　staff

Source：　Modified　from　Hossain　and　Takeya　（1998c）．

Notes：　’itNationai　Level一　East　Pakistan　Provincial　Cooperative　Bank　（EPPCB），

　　　　　　　（CCB）　＆　at　Union　level：　UCMPS．

Sub－division　Level：　62　CeRtral　Cooperative　Bank

activities　but　these　programs　could　hardly　provide

limited　access　of　the　poor　to　credit　and　had　a　poor

reputation　in　terms　of　loan　recovery　rate．　A　commission

in　1959　cencluded　that　both　had　failed　to　make　any

impact　at　all　on　the　rural　credit　situatiofi．　The　two

organizations　were　merged　into　ADBP　in　1961．

Meanwhile，　the　primary　cooperatives　also　contiRued　to

decline　in　number　duriRg　this　period．　For　instance，　in

1947　there　were　26，664　agricultural　credit　societies　in　the

than　East　Pakistan　alone．’　By　1956－57　over　24，000　of

those　societies　were　under　liquidation．　The　iRtegrated

V－AID　program　was　also　less　successfu1　because　it　had

poor　admiRistrative　ability　aRd　could　Rot　play　important

roles　in　rurai　economy．　The　rural　elite　classes　diverted

fund　and　the　corrupt　practices　of　the　functionaries　caused

severe　fund　shortage，　and　ultimately，　the　program　was

abandoned　in　1961．

　　　　Repayment　problem　and　weak　structural　features

characterized　the　credit　prograrns　of　1950s．　Even　drastic

efforts　by　the　government　resulted　in　a　recovery　rate　of

269（o　in　1958－1959，　which　however，　was　higher　than　the

previous　year’s　figure　of　only　790．　Most　credit　was　given

to　farmers　who　provided　security　to　the　lenders　by

mortgaging　their　land．　So，　from　the　beginning　there　was

　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　41
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an　in－built　rriechanism　for　the　exclusion　of　the　Ron－landed

and　the　poor　from　the　credit　system．　A　new　institution

the　PARD　was　established　in　1959　to　create　new　multi－

purpose　societies　and　to　replace　the　previously　formed

tiny　village　level　cooperatives．　lts　first　director，　Dr．

Akter　Harr｝id　Khan　was　also　acted　as　the　Project　Director

of　the　V－AID　in　1954．

Major　Programs　During　1960s　一一　Early－1970s

　　　　In　the　early　1960s　the　government　tried　to　pump

money　iRto　the　credit　cooperative　system　and　eRcouraged

fomiation　of　much　bigger　multipurpose　societies　at　the

Union　level．　The　key　idea　of　credit　cooperatives　of　the

1960s　was　that　of　allowing　its　members　to　generate　their

own　pool　of　funds　and　manage　it　to　their　mutual

advantage．　The　Government　of　Pakistan　had　engaged

state－owned　banks　to　serve　the　poor　farmers　but　failed

to　reach　the　targets．　Although　huge　amounts　were

disbursed　during　1960s，　little　attention　was　given　to　East

Pakistan．　There　was　a　sharp　fall　in　per　capita　credit

disbursement　in　the　province　and　during　1961”一1968　the

average　per　capita　disbursement　in　the　West　Pakistan

was　43290　higher　compared　to　East　Pakistan　（Ali　1990）．

During　financial　years　1959－70，　the　EPPCB　issued　loans

amount　Tk．649．5　million，　which　were　given　to　farmers

who　provided　security　by　mortgaging　their　land．　lt　is

also　interesting　to　note　that　a　major　decision　to　commit

large　sums　of　money　came　on　the　eve　of　the　presidential

election　in　1964　（Ahmad　1983）．

　　　　There　had　been　some　other　remarkable　develop－

ments　in　rural　financing　duriRg　1960s　（Table　2）．　Re－

Placing　the　V－AID　in　the　1950s，　the　government

introduced　the　Comilla　Model　（CM）　in　1960s　under

PARD．　The　experiment　became　the　basis　for　lunching

the　rural　works　progra；n　by　1961　in　East　Pakistan　and

by　1963　in　West　Pakistan　（Khan　198e，　p．25）．　The　CM

tried　to　exclude　involvement　of　large　farmers　in　the

program．　lt　aimed　at　small　farmers’　self－financing　and

self－management，　and　expected　that　the　cooperatives

would　safeguard　them　from　local　loan　sharks　and　enable

the　villagers　to　introduce　moderR　agricultural　technolo－

gies　for　a　Green　RevolutioR．　At　the　same　time，　the

Comilla　approach　included　social　development　and　role　of

womeR　in　development．　For　example，　the　KSS　（i．e．，

Agri．　Co－operative）　members　were　obliged　to　attend

meetings　and　save　a　certain　arnount　every　week．　lt　also
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introduced　10　commandments　for　the　borrowers．　So　the

CM　was　not　a　minimalist　approach，　but　an　integrated　one．

The　program　used　a　target　approach　rather　thaR　a

commuRity　development　approach　of’ u－AID．　lt　earned

praise　throughout　other　developing　countries，　many　of

which　took　initiative　to　replicate　the　model　at　national

level．

　　　The　CM　had　some　weak　points，　as　the　savings　rate

per　head　and　the　loan　recovery　performaRce　were　not　up

to　the　mark．　Since　cooperatives　naturally　accumulate

their　ewn　capital，　they　need　to　make　sure　that　the

members　are　disciplined　in　their　thrift　deposits　and

repayrnent　of　loans．　Unfortunately，　the　members　of

Comilla　Cooperatives　failed　to　maintaiR　these　Rorms．

Although，　under　the　leadership　of　Dr．　Akter　KaTnid　Khan，

the　Model　succeeded　to　a　certain　exteRt　in　the　small

farmers’　self－management，　it　could　not　establish　a

harmony　among　the　three　main　village　classes　一　the

large　proprietors，　the　peasant　proprietors　and　the　landless

laborers．　The　cooperatives　had　also　failed　to　disuibute

the　highly　subsidized　resources　efficiently．　By　aRd　large，

in　Comilla　experiment　the　rich　farmers　got　dispropor－

tionately　large　share　of　credit　even　though　they　defaulted

more　than　other　fariners　did　（Bose　1974）．

　　　　Follewing　indepeRdence　of　197i，　Bangladesh　govem－

ment　transformed　the　shadow　features　of　the　Comilla

Approach　into　the　IRDP　framework　一　the　two－tier

cooperative　structure　aRd　the　integration　of　multiple

services　like　agricultural　credit，　irrigation，　training　and

input　for　HYVs．　ln　spite　of　the　rapid　expansion，5’　the

program　could　achieve　little　in　terms　of　its　objectives

（Chowdhury　1989）．　Small　farmers　often　remained　out－

side　of　most　cooperatives，　while　the　large　farmers

controlled　them　altd　abused　their　power　（Hye　1996）．

Little　gain　was　accrued　to　the　small　peasants　and　the

landless　poor　were　totally　deprived　of　any　benefit．　Much

of　the　resources　went　to　coRstructl’on　of　buildings　and

houses　and　purchase　of　vehicles　for　use　by　the　govern－

meRt　officials．　ln　other　words，　bureaucracy　had　eaten　up　a

greater　share　of　resources　thaR　what　they　could　in

Comilla　of　the　1960s　（Khan　1979）．

　　　Most　previous　programs　were　unable　to　meet　the

dual　challenge　of　institutional　and　fiRancial　sustainability，

and　had　seldom　served　grassroots　poor，　particularly

women，　due　to　the’lack　of　collateral，　suitable　guarantor，

distance　frorn　the　rural　areas，　cumbersome　banking
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Table－2二Formal　Rural　Credit　Programs　in　1960s　and　Early　f970s

Progm猫s 厳我jor Syste醗亙麹重罫od繊ced＆ Na加re　ofAc勤leve醗e耐s

Ob．ee伽es Oe繍養◎簸Mecぬ翻s田s a麹dRe㎜躍ks
一1nstitution　building 一ATwo－tler　Co－operatlve 一The　r簸ode韮attracted　attention　ofother

Comllla 一〇rga難izing　the　peasant　proprletors　fbr System，　i．　e．，　KSS　at　vlllage LDCs　and　govem搬ent　declded　to　repllcate

Model　under productlon　as　well　as　pro｛ect｛on． 藍evd　aIld　Thana　Centrai i毛throughout　Bangiadesh．

Pakista麺 一InCreaS量ng　fa㎜erS’inCOme　thぎ0毛…gh Cooperatlve　Assoclation 一Cooperatlve　sys重em　went　through

Academy　fbr setting　up　small　groups　ofvillagers （TCCA）a重重he重hana　leveL transfb㎜ation　in　sixties　but　there　was　no

Rural 一Small　farmers’selfしmanage搬ent　and 一Thana　Tra輸ing＆ inten重ion　of　putti難g　an　end　to　pr呈vate

Development self・f董nancing　to　safbguaぎd　them費om Development　Centre（TTDC） possessi◎n　of　land．　R　was　stilhmpossible

（PARD） mo穀eylenders 一Thana　I汀igatlo勲Plan（丁至P） 重opreve撹the　b19鉛㎜ers行om　domlnating

一Faci1韮tating　the　absorpt重on　of 一Rural　Works　Progra搬s 　　　　　　　●モ盾盾垂?ｒａｔｌｖｅ?

7／196i govemme鍛t　SUPP壼ied　inpu重s＆ （RWP） 一The　rlch＆the　power掘members　of　the
一12／1971 i貧troduci鍛g　modern　agr重。“lturai 一Soc｛al　development managing　comml綻ee　allocated　much　ofthe

technologies　fbf　a　Green　Revo1“tio織． programs　besides　agricult“raI
fac孟蕪hes　or　cre（i量t重。　themselves　an（圭110ns　　　　　　　　　　　　　　　　　　　　　　　　　，

一Mobilizing　r“ral　people重hrough　their technologies＆weekly share　of　the　overdue　1◎a蕪s　belo燕ged　to

eleC重ed　leaderS，　SUCh　aS　COOpe漉Ve meeting　fbf　KSS　leaders them

managers，　model搬anagers，　youth 一夏簸重roduction　of　l　O 一Ha㎜ony　had　not　bee簸established

leadαs　etc． commandments我）r　the betwee難the　varl◎us　classes　ofthe

一ln倉aStr鷲CtUre　deVe1◎pment　like　rOad borrowers vmagers、　The　laadless　and　fUnctionally

＆flood　contro茎，　etc． landless　and　women　s重ill　remal鍛ed

一Promoting　lndlvld纏a霊far搬lng　base（董 deprlved．

o甫he　private　ownershlp　and　operatlon 一Cooperatives　turned　ou宅重。　be　a　fht量嚢e

of　land＆other　means　of　pτoductlon exe「cise　i鍛as韮tuation　of　i難equality，　a鍛d

一Prorno重｛ng　both　priva重e＆public ｛hey癒孟led　to　distribute重he　subs韮dまzed

SeC童OrS　i蟹Ural　deVelOpment． resO“rces　ef撰C量e籍t韮y．

一1擁creasing　agr韮cultural　productio怨by 一PARD　was　renamed　as　Banglades熱Rural

allOWing癒㎜erS　tO　inveSt　in Devel◎pme籍t　Board（BARD）i鍛1972

technology　and　im　foved　i叩uts

一Co磁nt騨韮de　re茎）】lcat量。叢ofthe 一lntrod纏ced　main　癒a重ures　（）f 一τhe　program　eamed　a　poor　reputatlon．

Integrated 　　　　　　　　　　　　　　○　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　■

bomill飢ype　two一重ler　cooperatlve Comilla　cooperatives　into Although　t熱e　s縫bsidies　were難lgh　and

Rural str“c重ure　and　integra重i無g　multiple IRDP倉amework ge鍛eral　orie鐙tation　ls　the　same，　IRDP

DevebPment sαvlces　i難Bangladesh 一Two－tiαcooperatlve cOuld　nOt　S“CCeed　ln　aCねleVing飴e　Sa搬e

Pτogram 一Savings搬obl蕪zatlon　under　the str撹cture　a鍛d　i搬egra芝lon　of degree　of　co鍛centration　of　inp雛ts　as　ln

（夏RDP） Orga鍛iZatiOna1倉ameWOrk　fbr　rUra1 multiple　services　like　credit， Comilla

1971～ developme凱 irriga室｛on，　training　and　lnputs 一The　o租cials　spent　lion　shares　ofresources

fbr　HYV fbr　buildingsラhouses　a鍛d　vehicles　fbr　use．

Burea魏cracy　had　eaten　up　a　greater　share

of　resources　than　they　could　i簸Com謡la

一Re賛amed　as　Ba薮gladesh　Rural

Develo　men重Board（BRDB）ln　198茎

一Relief＆char｛重y　fbr　poor 一Trainiag　and　ex重ension 一】By　1977　BRAC　change（員£s　approach

Banglade曲 一Social　awareness　building－lntegrated servlces　R）r　human 倉。拠communlty　developme贈o
Rural rural（ieve韮opment　programs重hrough deveiopme械especially，　the comprehens｛ve　rural　dcveiopment　through

Adva簸cemen之 重arge重group occupat童onal　skills． programs　fbr　the　la鍛d韮ess　and　fhnctlonaUy

Commi賃ee 鞘M◎tivating　the　poor　fbr　selfLhelp 一Later　in重ro（量uced Ia簸d韮ess　as　targe重gro毛…ps

（BRAC） through　gr◎ups　a鍛d　develoP阻ent co難a重eral－fyee茎oans　to　the

1972～ of　savlngs　hablt 　　　　　　　　　　　　　◆　　　　　　　　　■垂盾盾秩@at　c◎mmerc置al　mtαes重

rates

Source：　Same　as　table－1

procedures，　lack　of　appropriate　training　to　programs

functionaries，　the　level　of　’agricultural　credit　rather　rural

credit’　and　so　on．　Until　the　Grameen　Bank　developed

an　innovative　rural　credit　model　in　late－197es　（Row

worldwide　known　as　“Micro－credit　Model”），　the　benefits

of　the　most　formal　rural　finance　services　had　gone　to　the

better－off　sectioRs　of　the　society．　Most　non－

governmental　orgaRizations　（NGOs）　also　started　coming

with　micro－credit　programs．　For　instance，　the　BRAC

began　as　a　relief　organizatioR　in　1972　and　became　largest

NGO　in　Bangladesh　by　1980s．　Over　the　years　it　has

learned　many　lessons　while　experimeRting　with　different

models　of　rural　developmeRt　（UNESCAP　1996），　but

micro－credit　remaiRs　as　a　main　element　of　the　BRAC’s

actlvltles．

Evolution　of　Rural　Credit　Prograrns　During　Mid－1970s

t一@Early　1980s

　　　　The　govemment　of　Bangladesh　initiated　a　new　pro－

gram　of　the　name　the　‘Swanirvar　（self－reliance）　Move－

ment’　in　1975　（not　mentioned　in　the　Tables）．　As　of

Janson　（1982），　the　program　had　high　ideals　and　was　also

iRspired　by　the　V－AID．　The　movement　challenged　the

community　based　NGOs，6’　favored　government　interven－

tion　for　rural　development　aRd　advocated　for　agricultural

productioR，　promotion　of　socioeconomic　development　and

　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　43
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projects　for　women，　etc．　ln　late－197es，　the　govemment

（headed　by　a　military　ruler，　later　elected　president）

started　the　Swanirvar　Credit　Program　in　collaboration

with　forinal　banks．7’　Maloney　and　Ahmed　（1988）　pointed

out　that　the　program　could　reach　the　poor　and　especially，

the　rural　women．　The　recovery　rate　however，　remained

low　for　many　reasens　the　staff　lacked　a　clear　vision　about

the　program　and　they　did　not　supervise　the　borrowers

and　above　all，　under　the　govemment　directives　the

program　functionaries　had　no　choice　but　to　just　contiRue

disbursement　of　loans　without　much　attention　on　recov－

ery　（to　influence　rural　voters）．

　　　　The　ASAARD，　a　new　type　of　poverty－focused　credit

program　under　joint　sponsorship　of　FAO／UNDP　and

miRistry　of　local　governrnent　of　Bangladesh　was　launched

in　1976　with　the　objective　of　improving　productivity，

Table－3：　Formal　Rurai　Credit　Programs　in　Mid－k1970s　te　Early－1980s

野ogr脚s 隅禽継 Sys重e舘翌亘簸t罫。｛塁胆ced＆ N滋群eofAc翻leve鵬e絨s
oわ’ec額ves O　　eガ我重茎。騒蘭ec蝕我縫ls鵬s 器獺dRe擶段『ks

Asian　S“rvey 一lmprOVing　SOCIO－eCOnOmiC 一lntegrated　　prograぎ無　　through 一Very　sat｛s飴ctory　Ioan　repayme蹴，　which　is　claimed　to　be　94％

ofAgraria鴛 co額d量tior監s　of　sma趨f巨rmers gro叩fbrmation　on　the　basis　of ＆dramatlcally　improveme飢in　income．

Refbrm＆ ＆landless　laborers　through d霊verged　activ量t量es　by　a　group 一Recovery　perfbrmance　varied　depe獄di貧g　upon　the　purposes　in

Rural 霊ntegra詑ed　prograr逡s　of 一integratlon　　of　　economic
whlch　Ioa鶏s　are　sa登ctio鴛ed　and　used　nonイarm　activities　　　　　　　　　　　　　　　　　　　　　　　　　　　　，

DevelOP搬ent i貧creasi簸9　Productivity　and activltles　　　　w・｛th　　　　　essential showed　better　repayment　ra童e．

（ASARRD） ｛ncome，　enhanced non－economic　　　　　　ones　　　　　　Iike 一The　utlliza重ion　ofcredit　was　improved　because　ofclose

emPloyment　oppor田nity，
e（1ucatlon　nutrltion　etc．　　　　　　　，

supervislo鍛by　fleld　s重a鎚but　boπower　groups　were　too

3／1976～78 SaV勧g　mOb嚢｛ZatiOn，　e｛C． 一Speclal　gui（歪ance＆superv｛slon dependen重on　them．

of｛＝he　clients　through　s宅aff 一Benef董ciaries　lnch…de（i　largely　the　male　poPulation．

旧SuPervision　by　ou宅s曼de　agencies 一Training　Programs　were　no重s“ltable　fヒ）r　illiterate　members

llke　BARD，　Rural　Academy　of 一Savlng　moblllza蓄ions　were　lrregular，　and　the　savings　were

Bogra＆Banglades簸Agrl．　Univ． underutiiized　or魏sed　ln　unproductlve　purposes．

一Cアεαがη9αηα00833’0 一Gア0卿わσ386118η41η9・ノ 一」ε”〃πηα！ノ0η（～プε濁ρ101∫α！10ηρプ爵ερoor〃ソ〃10η鰐ソー1ε1？0セア3（隻

η7ε沼。∫∫oη oγεゴ∫∫oη6εεる4 一ノηか℃4〃Cが0ηQブαCO110∫εアα1つ争εε ε∬εη61ノηgOγθ4”ノbo’1ノが83／0ノんε400r3ノ島03（～プ痂ερ00ア

Rε5θσκ乃 8”卯1ργ〃z8η！ρρpoπz4η1〃θ3 oアξ～ζノ〃罵ソ甜ε溜茄α1θηε㍑アθ3 一Crξ～α陀6！αoアα1∫！6左～1／v8弓ノ5ア3’ε1刀’1701ノηθθ13〃1ε611vα㌦∫8

ノ）アρ1セα ノbア酌ερ007，ε勇ワεCノα〃ンノ～）ア アε00Vε刑ア1乃ア0〃9乃ρ8θZ 300～0《9COη0溺’C　OセVθ1ρρ〃2εηか？α～漉（～ブ功ξ～ρooぢ

耐R乃！ 油ε6たP々Vε6ム〃0〃Zθη一面V1η9 　　　「，ｭ0競。〃η9 一〇㎎αη～2εoワ？01η09θ刀。〃39ア。ゆ5（～ブ酌ε」ρooアノを4く2アαZε6！～η！o

／976～77 η10わノ”2α’10ηプbア茄εメフ00ア 一〇㎎α1？た1α’～oη（～ズノん2ρoor， ZOア9θアorgαη∫2αノ’01？3ρεηノεア砂罫

＆ 一ル？～がα∫吻9αραπノ0㌍α一’0刑ア WOη？θηノ～）1ん”？！0αC1ルε1αδ0渚 一」〔）θ”V（～渚アρプ010εε4y　5Z卯θrv13ε410αη3　W”ん31〃π’”αη（ヲαノ3300～α1

7加Gアα〃zεθη 4εソθ1ρρη2θηちρア00ε33 ノわπでW1’乃ε1叩10ア規ξ～η1（功が0η5 　　　　　　　　　　　，，ｿwαア（～ηξ～35かα〃？1ノ？9ノ

βα盈P吻セα 茄070πg乃8〃砂αヴεη刀εη！（～ブ 一。～’θol～ハ｛ノ1～ozξ～∫α！～1？9プbr晒ε 一8εηφC燃顔ηC～読4潮α∫ηり噛ερoo酬0用eη’
ββ∫り∫ 1乃ξ～10007　（隻00ηε010㍑3一η853 乙乙＆F乙ゐαηゴρ渚01刀0が01？ρブ 一Pεη老α10αηアεoovθリゾρεηらアη1αηc8汐89司，ξ～η乃αηα～ゴr〃アα1

ノ978～83 　　■■鴻ｿ～81η9，ε～o． 1／Vε1～乃00ゴがα6々5αηゴ5〃Zα11 1／Vθ1～乃004ρ0”εアη30η611η00〃2｛3gθηεFα∫10ηαCがV111ε5ノ

θ1？18ηワ713εαoがv／1ノε31ηr〃アα1 一∠）θV81（脚θ46Z　6〃〃Z〃ε功0’ρアαη01ε55εグニノ1θ加（荻）〃εαηゴ

αアα～3、 εη’θアr’3ノη　わεんαvlOアρブぬξ～r〃7α1ρ001’．

一Changi擁g　the　traditlona1 一Short－term　croP　Pぎoduction 一A録nounceme耐＆disb“rseme東of　theμogram　was　orien｛ed

町k．100 security　or韮ented　lending loans　with　no　collateral　both　fbr toward　qulck　disposal　of　large負1臓ds　immediately　be藪）re　the

Crore”（o鶏e policy　ofthe　banks， groups　or　indlvldual　farmers　but presidential　election　1977　wi重h　no　lntentlon　of　recovery．

b温ion）Credit par額cularly　t｛ed　to　Iand far搬ers　were　req顧red　to　prese嶽t 一NCBs　dlsbursed　ioa難s　wlthou士having　suf窮。｛ent　co滋act　with

Program 一lntroducing　production evidenCe　Of　land－OwnerShip＆ or　knowledge　ofthe　borrowers．　Bank　of石cials　also　fblt　tha重重he

orieHted　loans　1良）r sharecroPPers“・ere　required　to delivery　system　was　not　sultable　fbr　reachlng　the　target　groups．

Feb．／1977 agrlc鷲lture have　landowners　as　g這arantors． 一The　program　had　some　favorable　impact　on　pr◎duction　as

一Servi薙g　mal難ly　the　sma11 一Loan　amount　per　borrower　was 免rt｛lizer＆other　inp厳s　were　provided　timely　but　the　program

魚rmers　de行ned　as　owning llmlted　to　a　relatively　sma11 operatlon　cost　was　very　high．

up　to　3　acres　ofland ce伽g　assuming　that　these 一Less　than　15％of重he　total　credi重went　to　small　farmers＆

amO囎tS　WOUld　be　inSU価Clent重0 sharecroPPers　and　the　non　target　group　borrowers　acco“nted

a賞ract　I　arge　farrners fbr　more　than　85％ofthe芝otal　number　ofprogram

benef董ciaries．　Bigger　farmers　were　the　main　defaulters＆56一

70％ofthe　fbnd　cou霊d　not　be　recovered

一To　test　dif艶re厩ways＆ 一Demonstrated　diff奄rent　credlt＆ 一For　the　fヨrs重time　public　credlt　syste拠長）r重he　poor　and

R魏ral　Fl織ance means重。　dellver　credit＆ sav｛ngs　pollcies＆procedures non－collaterallzed　loan　programs　experlmented　with　more　than

Experimenta1 mobilize　savlngs　f沁m　rural thrOUgh　experimental　rROde1S　Or one－dellvery　mechanisms．

Program 飴rms＆the熱on一ね㎜ dellVery　SyStemS　With　VariOuS 一Credlt　reaches　a　substan穏al　portion　of　the　targe主groし甲，　loans

（RFEP） producers　not　reached　by ．m重erest　rates（betwee鍛12～36％） had　been　used　pr◎ductlvely　a鶏d　as　a　res醸，　incomes　were

lbrmal行nanciaI by　g　public　lendlng　institutions ｛ncreased．　Loans　with　iRteres重were　substantlally　recovered　iR

Sept．／1978～
■　　　　　　　　　　の　　　　　　　　　■

ｯnshtut10織S， 一lnsisted　conceptua1嚢y，　on　the tlme．　AIl　ofthe　pr句ects　showed蓋nancial　viabllity＆also

1980 一To　identify　replicable　rura1 need　fbr　running　rural　credit savings　mobllizatio韮1　by　the　poor．　So，　experirnent　shows　that

行nanCial　SyStemS　tO　meet programs　by貸聲ancia】Iy　vlable the　lnterest　rate　ls　not　the　mε》or　decidlng　fac重or　on　the　demand

the　　薙eeds　　of　the　　rural o．■Pnst蓋重utlons 員）rloan．

producers，　etc． 一First　publ圭。　credit　prGgrams　fbr　the　poor　to‘国籍ance　directly　the

一To　test　the　viabllity　ofrural non－farm　activities，

financia蓋量ns擁t縫tions

Source：　Same　as　table－1

Notes：　BKB一　Bangladesh　Krishi　（Agricultural）　Bank；　NCBs一　Nationalized　Commercial　Banks；　BSBL一

　　　　　　（Cooperative）　Bank　Limited；　BAU一　Bangladesh　Agricukure　University．

Bangladesh　Samabaya
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income　and　quality　of　life　of　the　low　income　rural　people

（Table－3）．　lts　modus　operaRdi　included　formation　of

target　beneficiary　groups，　disbursement　of　cellateral－free

credit　to　greup　members　who　were　to　attend　weekly

meetings　for　approval　of　production　plans　and　use　of

credit，　weekly　repayments，　updating　accouRts　of　financial

transactions　and　dissemination　of　knowledge　on　group

action　（Kuq　1989）．　The　project　was　a　big　departure　from

all　the　previous　gevemment　programs．　lt　was　a　program

for　the　peor　only　and　it　took　credit　services　at　their

doorsteps　instead　of　requiriRg　the　socio－economically

handicapped　poor　to　reach　the　banks’　desks　with　much

difficulty．　The　experience　of　the　project　however，

revealed　that　without　proper　motivation　of　the　benefici－

aries　themselves　aRd　without　a　committed　involvement

of　the　project　staff，　the　delivery　of　services　to　the　poor

pose　a　real　challenge．

　　　　It　was　at　this　period　when　Pro£　M．　Yunus　piloted　the

rural　financing　‘ActioR　Research　Project　（ARP）’8’　with　a

difference，　where　the　prolect　workers　we就to　their　poor

clients　in　remote　areas　to　give　them　loans　for　various

farms　and　Ron－farm　activities　through　small－size　group

formation．　Due　to　perfect　repayment　records，　the　ARP

transformed　into　the　Grameen　Bank　Project　（GBP）　in

Jan．／1978．　The　public　banks　mainly　funded　the　ARP　and

GBP，　aBd　the　project　had　beeR　developing　new　ways　to

deliver　rural　credit　without　collateral　and　guarantor．

　　　　The　‘Tk．leO　Crore’　special　rural　program　was　an－

nouRced　and　moRey　mainly　was　disbursed　through　na－

tionalized　banks　immediately　before　the　presidential

referendum　of　1977　by　the　military　dictator．　The　pro－

gram，　by　far，　shows　the　highest　over－due　experienced　in

aRy　rural　credit　program　in　Bangladesh　in　197es，　and

while　no　mortgage　was　officially　required　in　the　prograrri，

the　various　studies　showed　only　landowners　and　rural

elite　got　the　loans．　By　this　time，　the　RFEP　sponsored

by　Bangladesh　Bank　was　an　attempt　to　test　differeilt　ways

and　means　to　deliver　credit　aRd　mobilize　savings　for　small

farmers　aRd　other　rural　producers　not　reached　by　the

formal　banks．　All　9　lending　institutions　under　the　RFEP

indicted　the　financial　viability　however，　depends　very

much　oR　larger　loan　size．　lt　introduced　higher　interest

rates　and　experimented　with　various　levels　of　rates　（12

’v R6　perceRt），　and　all　9　iRstitutiens’　loans　were　substan－

tially　recovered　in　time　with　interest　（Ahmad　1983）．　The

project　results，　however，　indicated　that　high　iRterest　rate

is　not　the　major　deciding　factor　in　rural　fiRance，　as　it　does

not　much　affect　borrowers’　demand　aRd　repayment．

Table－4　shows　the　overail　performance　of　the　selected

programs　in　terms　of　repayment　and　to　reach　the　target

group　in　late－1970s．

　　　　NGes　in　Bangladesh　have　been　playing　an　important

role　in　commuRity　development．　Most　of　thera　started

their　work　with　relief　and　rehabilitation　programs，　and

later　they　became　involved　iR　development　activities．

They　transformed　their　rural　developrr｝ent　pollcy　in　1975－

76，　when　their　community　development　approach

incorporated　support　to　livelihood　activities　of　the　rural

poor　based　on　a　philosophy　that　the　social　development

is　a　prerequisite　of　productive　activities．　After　initial

success　of　the　GBP　experimefit，　most　NGOs　also　started

coming　up　with　micro－credit　programs　to　contribute　to

development　and　integrate　programs　of　development　with

those　of　livelihood　support　activities．　Moreover，　im－

pressed　by　the　performances　of　the　GBP　and　then　NGOs

in　their　micro－credit　programs　siRce　the　late－1970s，　the

governmeRt　of　Bangladesh　and　donor　agencies　became

especially　interested　in　directly　approachiRg　the　poor．

Various　public　banks　and　agencies　were　forced　to　make

stroltg　inroads　into　the　rural　financial　market　to　invest　in

agricultural　sectors．　As　a　result，　in　the　country　as　a

whole，　the　number　of　rural　branches　of　the　Nationalized

Table－4：　Perforrnance　of　Major　Credit　Programs　in　mid－1970s

Name　ef　Pregraptk O／e　of　Target　Grgups

　　　　　Reached

Over－dues

IRDP
BKB
Tk．100　Crore　Program

GBP
ASARRD
RFEP

　　37

　n．　a

15　一　35

　igg
80　一　90

　　85

　　57

　　44

54　一　70

　　G

12　一　15

　　20

Source：　Compiled　from　Ahmad　（1983）．

45



M．　Ashraf　Hossain

Commercial　Banks　and　the　BaRgladesh　Krishi　（Agricul－

tgral）　Bank　had　greatly　increased　frem　854　in　1975－76

to　3．225　iR　1983－84　（Hossain　1988）．　The　total　amount
　　　’

of　agricultural　loans　at　these　institutions　was　increased

firom　Tkl．5　billion　in　i977一　78　to　Tkll．3　billion　iR　1984－

85　（WB　1994）．　Over　half　of　the　population　who　were

landless　and　functiomally　landless9’　（LL　＆　FLL）　however，

remained　beyond　the　coverage　of　the　programs．

皿．MAJOR　FEA了URES，　L鉦SSONS　LEARNED
　　AND　Rg＄E　OF　MICRO－CREDIT

　　　　The　most　formal　rural　credit　programs　ef　the　gov－

ernment　were　Rot　designed　exclusively　for　the　poor，　who

lacked　proper　orientation　and　could　hardly　find　access　to

credit　services　requiring　knowledge　and　skill　of　accom－

plishing　the　formalities．　The　credit　institutions　often　did

not　have　the　pool　of　trained　personnel　to　work　with　the

poor．　Further，　the　credit　delivery　mechanism，　the

repayment　system　and　the　accountiRg　system　were　not

responsive　to　capacities　and　capabilities　of　the　poor，　to

their　commuRicatien　skills，　and　above　all，　to　their　special

needs　aRd　demands．　The　govemment　programs　frequent－

ly　failed　to　identify　the　deserving　borrowers　and　the　staff

had　poor　incentive　to　work　hard　for　delivery　of　credit

services　to　the　poor　in　remote　areas．　The　traditioRal

cooperatives　were　not　Ratural　groups　where　people　cogld

trust　each　other，　did　Rot　function　as　self－help　societies，

were　assigRed　deveiopment　tasks　planned　outside　and

lacked　motivations　for　saving　mobilization　by　the

members　（Maloney　and　Ahmed　1988）．　Most　impertantly，

Rone　of　the　rural　credit　programs　一in　BaRgladesh　were

unable　te　meet　the　dual　challenge　of　institutional　and

finaRcial　sustainabiiity，　and　had　’seldom　served　grassroots

poor，　panicularly　women．

　　　　The　British　government　in　lndia　as　well　as　the

government　of　Pakistan　had　faced　a　problem　that　was　a

concem　in　BaRgladesh　until　late－1970s，　how　te　make　sure

that　the　credit　desigfied　for　rural　poor　or　small　farmers

actually　reaches　them．　This　was　the　Problem　of　reaching

the　targets．　The　marginal　farmers　and　the　non－landed

people　remained　excluded　from　the　credit　programs　aRd

the　activities　of　the　formal　credit　institutions　historically

covered　basically　the　urbaR　areas．　New　types　ef　credit

programs　designed　and　implemented　especially　after

independence　in　Bangladesh　could　bring　some　change　in

the　tradition　and　credit　facilities　started　to　be　made
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available　for　the　rural　poor．　But　the　term　of　‘Agricultural

　Credit’　cleverly　bypasses　the　big　issue　the　landless　poor

and　above　all　women．　The　rural　elite　class，　who　had

vested　interests，　dominated　the　cooperative　societies　and

those　infiuential　members，　who　were　also　the　largest

defaulters，　generally　preempted　the　credit　facilities．　This

was　the　Problem　of　elbowing　out　the　target　PeoPle　and　the

new　credit　programs　of　the　1970s　provided　a　solution　to

this　by　defining　beneficiary　categories　that　automatically

exclude　non－target　people　from　credit　access．　Again，

rural　credit　programs　operated　through　cooperatives　could

not　effectively　serve　the　poor　largely　because　of　the　bu－

reaucratic　malfunctions　（e．g．，　no　bribe　no　loan一　usually

1090　of　the　loan）．

　　　　The　third　problem　relates　to　non－recovery　of　loans

was　the　z⑳のノment　2）ro∂lem，　whlch　hist面cally　has　its　root

in　offering　loaRs　by　the　govemmeRt　to　the　rural　people　in

their　distressed　si加ations　implylng　that　at　one　poi鍛t，　the

debts　’will　be　writteR－ofi7　on　sympathy　grouRds　and／or

under　political　coRsideration．iO’　No　systematic　investiga－

tion　was　carried　out　to　determine　the　specific　factors

respoRsible　for　high　default　on　repayment　of　agricultural

loans　uRtil　eRd　of　1960s．　But　some　random　sampled

surveys　revealed　that　the　factors　like，　crop　failure　and

instability　in　production　in　the　absence　of　assured　irri－

gation　facilities，　inadequate　supervision　leading　to　misuse

and　over　or　under　financiRg，　willful　default　by　bigger　and

infiuential　borrowers，　procedural　complexities　iR　obtain－

ing　new　loaR　on　time，　etc．，　has　encouraged　farmers　to

roll－over　previeus　loans　by　non－repayment．　Again，　the

field／extension　workers　usually　did　not　go　to　the

grassroots　poor　and　they　redirect　the　focus　of　their　werk

from　client　to　their　superiors．

　　　　Allecation　of　resources　was　essentially　a　politicai

function　and　it　is　also　interesting　to　note　that　the　major

decisions　to　commit　iarge　sums　of　money　came　on　the

eve　ef　the　elections　by　military－ruled　governments　to

keep　the　rural　voters　happy．　ln　present　days，　even

elected　governmeRts　also　have　doi　ninated　this　culture，

and　the　convenient　ways　to　do　so　is　to　adopt　policies　like

allocation　of　larger　disbursement，　declare　loan　write－off

and　rernissions　and　play　down　recovery　aspect．　Albeit，

some　new　type　rural　credit　prograrns　had　demonstrated

quite　satisfactory　performaRce　for　very　short　period．　The

governmeRt　order　also　forced　the　major　public　finaRcial

institutions　to　make　strong　inroad　to　rural　financial



RURAL　POOR　AND　THE　FORMAL　CREDIT　PROGRAMS　IN　BANGLADESH：　An　Empirical　Analysis

market　through　programs　like　the　‘Special　Agricultural

Credit　Program　（SACP）’．　The　recovery　rate　during　the

period　between　late－1960s　and　mid－197es　has　record　of

reaching　as　high　as　up　to　83‘71e．　So　far，　noRe　of　the　pro－

grams　did　succeed　in　reaching　the　vast　number　of　rural

poor，　the　landless　above　all　woraen．

　　　　All　remarkable　programs　since　1950s　to　mid－1970s

had　defects　and　limitations，　no　one　could　have　denied　that

but　there　were　eRough　scopes　to　improve　the　mechanism．

Specially，　the　prograrn　like　V－AID　was　abolished　without

even　any　formal　evaluation　（Khan　1980）．　Little　was

knowR　among　formal－sector　fiRancial　iRtermediaries，　how

to　avoid　a　requiremeRt　for　physical　collateral　uRtil　mid－

1970s，　when　the　GBP　begun　ttsing　peer－group　monitoring

as　a　substitute　fer　collateral　and　guarantor．　Most　NGOs

took　a　negative　attitude　toward　financiRg　the　poor，　where

as　the　GBI’，　iRfiueRced　by　the　target　approach　of　the

Comilla　Model，　started　coming　up　with　micro－credit

programs　for　self－employmeRt　along　with　other　inputs　for

social　developmeRt．　Most　NGOs　also　changed　their

strategies　and　started　coming　up　with　micro－credit　（loan

size　usually　〈US＄10e）　to　contribute　to　development　and

integrate　programs　of　development　with　those　of

livelihood　support　activities．　Donors’　support　to　NGOs

as　well　as　to　the　government　in　micro－credit　programs

like　IRDP　（later　BRDB）　and　experimentation　with　new

approaches　and　ideas　in　rttral　areas　prompted　new

avenues　for　rural　development　in　Bangladesh．　A　shift　in

loan　use　to　productive　and　profitable　off－farm　activities，

to　supervise　loans　and　iRtroducing　innovative　repayment

schedules　like　weakly　repayments　were　thus　simply

inevitable　to　selve　the　problem．i”

　　　　NGOs　in　their　micro－credit　programs　combined　sev－

eral　organizational　policies　and　introduced　a　financing

system　in　which　the　borrowers　and　the　staff　of　the

lending　institution　act　withiR　the　framework　of　an　efficient

integral　uRit．　Smail－scale　income　geRerating　projects　for

the　poor　became　the　primary　mechanism　for　initiating

development　frorn　below．　As　policy　makers　and　donors

are　always　looking　for　novel　projects　to　sponsor　and

finance，　expanslon　of　NGO　initiated　micro－credit　pro－

grams　and　remarkable　loan　recovery　performances　have

raade　it　difficultto　lgnore　the　new　approach．　Enthusiastic

and　large－scale　support　for　this　inRovation　from　multi－

la£eral　and　biiatera工donors　has　eRsured　a　worldwide　rapid

growth　of　the　Micro－Credit　Programs．　For　instance，

more　than　2，900　peeple　representing　1，5ee　institutiens

from　137　countries　gathered　at　the　Micro－credit　Summit

in　Washington，　D．C．　on　February　2－4，　1997．　Together

they　launched　a　nifte－year　campaign　to　reach　100　million

of　the　world’s　poerest　families，　especially　the　women　of

those　families，　with　credit　for　self－employment　aRd　other

financial　aRd　business　services　by　the　year　2005．　Table　5

shows　the　outreaches　of　the　reported　programs　joined　in

second　foUow－up　campa19鍛of　the　micro－cre砒sumrnlt．

　　　NGOs　as　grassroots　organizations　have　direct　access

to　the　doorsteps　of　the　target　popuiation　and　can　easily

form　peoples’　organizatioR　with　greater　social　awareness．

Table－5：　Regien－wise　Programs　Reported

　　　　　　　　Campaign　in　G999

in　the　Micro一一credit　Summit　Follow・一up

Continent

Programs

reportmg
（Jufle，

1999）

Reported
clients

（June，

i999）

Reported

　Poorest
Client　（June

　　l999）＊

Proj　ected

ciieRts　for

　　2005

Proj　ected
t， 垂盾盾窒?ｓｔ”

clients　for

　2005　＊

Africa

L．　Ainerica　＆　Caribbean

Asia

Middle　East

Developing　VVergd

North　America

Europe　＆　NIEs

Globa］　TotaSs　x’　“

377
董41

329
叢4

86翌

30

34

92S

2889576　　う　　　　　　ラ

　1947082　　つ　　　　　　ラ

i6874645
　　シ　　　　　ラ

　　　41，208

2駕752，5圏豊

　　　42，992

　　390，395

22，亙85，898

2044359　　ラ　　　　　　ラ

　　　774，927

95i8596　　ラ　　　　　　ラ

　　　韮6，774

12，354，656

　　　24，844

　　182，475

12，56葺，975

22508．960
　　ラ　　　　　ノ

7372327　　ラ　　　　　ラ

45．409279　　ノ　　　　　　シ

　　483，658

75，774，224

　　268，25茎

1087525
　　ラ　　　　　ラ

77，互30，000

董4232620　　ノ　　　　　ラ

3774045
　　り　　　　　ラ

20582581
　　う　　　　　ラ

　　115，800

38，705，046

　　122，252

　　389，897

39㌧2至7，翌95

Notes：　“　Seif－reported　data　of　the　programs．

　　　　X：’“　lt　should　be　stressed　that　these　numbers　do　not　represent　the　total　number　of　micro－credit

　　　　　　　programs　or　clients　in　the　campaign　or　worldwide．　As　of　1　August　1999，　total　1，557　micro－credit

　　　　　　　institutions　worldwide　had　joined　the　Micro一一credit　Summit　Council　of　Practitioners．　But　there

　　　　　　　are　thousands　of　institutions　worldwide　have　not　yet　joined　the　campaign．

Source：　Adopted　from　GD　（1999）．　For　subsequent　progress　and　regional　summits　please　visit：

　　　　　　　　　　　　　　　　　　　　　　　　　http：／／　ww．．micx．　Q．gredit．s．一u－mip．il．一〇r
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The　experience　suggests　that　NGOs　play　effective　role

in　ideRtifying　the　poor　aRd　the　poorest　at　the　grass－roots

level　and　they　also　perform　the　functions　of　development

agents　better　than　the　government　offices，　since　the

network　of　NGOs　and　their　commuBity　development

werkers　live　and　work　in　the　villages．　This　pardcular

advantage　of　NGOs　is　ofteR　not　welcome　by　the　govem－

ment　departments．　Despite　the　limitatioits　and　rising

questioRs，　NGOs　in　Bangladesh　are　undertakiRg　increas－

ingly　impressive　responsibility　in　coRducting　development

work　in　the　country　（White　1999）．　A　large　number　of

NGOs　have　standing　collaboration　afirangement　with　the

governmeRt，　as　many　bilateral　donors　increasingly　prefer

involvement　of　NGOs　focusing　their　concerRs　on　the

government’s　progress　iR　poverty　reduction　aRd　rural

development．

　　　　In　Bangladesh　NGOs　now　seem　to　be　far　more

numerous　thafi　in　rnost　other　LDCs．’2’　Smaller　NGOs　are

more　conventional　and　run　on　project－to－project　basis，

often　with　one－shot，　individual　funding　support　by　a　single

donor．　The　large　NGOs　that　operate　partially　with　owR

fund　（generated　through　‘membership　contributions　aRd

group－saviRg　or　fund一一raising　activities　within　local　com－

munities　or　iRcome一一generating　projects’）　usually　have

short－term　projects，　although　some　activities　do　continue

for　a　longer　period　of　time．　Most　of　NGOs　in　the　country

found　to　operate　locally　（covering　a　few　villages／tewns

in　one　district），　regioRally　（covering　clusters　of　villages／

towns　in　a　number　of　districts）　and　at　national　level

（covering　almost　all　districts）．　Some　undertake　massive

multi－million　dollar　developrr｝ent　programs　having　more

than　million　members　and　thousands　of　staff　（Table－6）．

Micro－credit　through　NGOs　and　the　GB　already　reached

one　fourth　of　total　poor　households　iR　the　cotintry

（Wright　et　al．　1997）．

　　　　A　remarkable　feature　of　major　NGes　in　Bangladesh

is　their　doner－funding　mode，　and　the　donor　community’s

preference　for　involving　NGOs　iR　planning　and　implemen－

tation　of　development　programs　is　somewhat　the　govem－

ment　can　hardly　afford　to　disregard．　IR　fact，　the　doRors

had　already　created　a　dual　system　of　aid　delivery　in

Bangladesh．　Donors　like　the　World　Bank　（IDA　loans）　and

Asian　DevelopmeRt　Bank　rarely　finance　the　NGOs

directiy，　bnt　they　actively　encourage　involvement　of

NGOs　in　implementatioft　of　projects　funded　by　them．

Specially，　the　World　BaRk　has　sided　with　the　micro－

financiers　and　as　a　result，　a　＄105　rnillion　World　Bank　loan

in　1999　has　approved　for　rural　fiRance　to　the　PKSF，　the

rural　employment　development　agency　of　Bangladesh

（GD　1999）．

　　　　The　GBP’s　rapid　expansion　and　remarkable　loan

recovery　performance　were　instrumental　（Table　7）　in

allowing　it　by　the　govemment　to　emerge　as　a　semi－

autonomous　rural　finance　institution　with　the　name　ef　the

Grameen　Bank　（GB）　under　a　special　government　ordi－

Rance　in　October　1983．　Since　then　the　GB　has　been

successfully　administering　a　unique　program　that　leads

small　sums　to　the　poor　for　income　generation．

　　　　The　GB　and　NGOs　compare　to　the　govemment

agencies　were　regarded　as　the　appropriate　agents　for

fostering　development　from　below．　They　are　considered

less　bureaucratic，　thought　to　be　less　or　free　of　corruption

of　the　field　functionaries，　less　linked　with　local　elite，

innovative　in　thinking，　maintain　close　relationship　with

localized　problems　aRd　learning　by　doing　approach，　and

also　were　viewed　of　fostering　local　pal七cipation　by　the

Table－6：　The　BRAC　and　Proshika　一　Top　Two　NGOs　at　a　Glance

】P一重薮。裂蓋開s BRAC　（as　of　g2／9997） Prosh覗《我（縫s　of　6／亙998）

Villages　Covered

Districts　Covered

Staff　Position　（Fulkime　＋　Part　tirr｝e）

Budget　（Million）

Village　Organizations　（VO）／Groups

VO　Membership　（MillioR）

Loans　Disbursed　（Million）

Current　Members’　Saving　（Million）

No．　ofNon－forrnal　Schools

No．　of　Student　Enrolled

37，740

All　ef　64

51，442　（20，433＋31，009）

US＄104　in　1997

63，846

2．23

US＄150　during　1997

US＄470　up　to　1997

US＄38　（Tk　l，770）

34，3　34　（Aduit　not　included）

1，103，3　78　（Adult　not　included）

11，530　＋　832　Urban　Slums

50
3，783　（Part　time　net　available）

Tk．　4，　228　（iSt　July／97一一　30th　JuRe／98）

81，626　（71，940　Rural　＋　9，687　Urban）

1．5　7

Tk．6，774　（Up　to　6／1998）

7，267　（＋2i，096　Adult　Literacy　Centres）

230，073　（＋　415，032　，，　Graduated）

Source：　Hossain，　M．　A．　（1999）．
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Table－7： Project　Periods　of　the　GB　as　on　31St　December

　（Based　on　GB　｝listorical　Data　Series）

ARP 窃BP GrameeR　Ba轟k Pro毬eα

騨a詑lc輔ars 1976 1977　　　ユ978 1979 1980 1981 1982 1983
（王nUS＄） （ln Mi猫on　US＄）

Yearly　Loa精Disbursed 498 4，818　　　　17，171 0．18 1．10 2．00 2．60 2．29

Cし…mu．　Loan　Disbursed ㎜ 5，316　　　22、487 0．20 1．30 330 5．90 8．19

艮e診ay瀟er笥象殴ate（％） 100 1◎◎　　　鱒0 1◎o 鱒。 鱒◎ 10◎ 99．87

Group　Fund　Savings＃ 0 0　　　　　0 0．01 α09 0．19 0．25 0．51

Members 10 70　　　　290 2／200 14，830 24，128 30，416 58，320

Groups 1 7　　　　29 377 2，935 4，818 6，243 11，667

Centres 1 2　　　　　3 36 326 482 624 2，443

Viliage　Covered 1 2　　　　　4 17 363 433 7・45 1，249

Employees 1 1　　　　　6 43 147 218 422 824
8ranches 1 1　　　　　2 7 25 25 54 86

Notes：　Cumu．　Cumulative，　＃　Balance　of　Members　Savings，　ARP　Action　Research　Project．

Source：　Compiled　from　HossaiR　（1999）

poor　woinen，　etc．　As　policy　makers　and　donors　are

always　looking　for　novel　projects　to　spoRsor　and　finaRce，

expansion　of　the　GB　type　micro－credit　programs’　per－

formances　have　made　it　difficult　to　ignore　this　new

approach．　lt　has　beeR　replicating　hundreds　of　programs

worldwide　as　a　development　model　since　late－1980s　（see，

Latifee　1995，　Hossain　1999，　GD　1999　and　2001）．

　　　　The　GBP’s　credit　progrrarr｝　was　so　successful　that　it

induced　almost　all　development　NGOs　to　start　collateral－

free　micro－credit　programs，　which　became　the　single

most　common　element　of　their　activities．　The　GB　has

learnt　much　from　other　programs　of　the　past．　For

instance，　the　KSS　members　were　obliged・to　attend

meetings　and　save　every　week．　The　cooperatives　could

not　include　the　poor　women　as　their　members　and　their

problems　and　experience　lead　to　finding　ways　for　a

successful　service　delivery　mechanism　for　the　rural

women．　Mereover，　the　10　CommandmeRts　of　PARD　and

the　17　Promises　of　BRAC　are　the　ancestors　of　the　16

decisions　of　the　GB　（Rutherford　1995）．　The　ASAARD

provided　the　some　keruels　for　the　GB　model．　Certainly，

the　credit　delivery　mechanism　of　the　GB　however，　is

based　not　on　simple　adaptation　or　on　introductioR　of

raethods　but　on　a　process　of　learning　by　doing　involving

field　functionaries　and　the　target　beReficiary　people．　The

GBP　or　GB　dffers　from　NGOs　iR　its　approach　to　poverty

alleviation．　lt　believes　that　most　immediate　need　of　the

poor　is　credit　to　create　self－employment　opportunities　and

then　providing　inputs　like　credit　training，i3’　physical　ex－

ercises，　informal　education，’etc．　So，　the　GB　is　not　merely

operating　a　credit　program　for　the　poor，　its　ultimate　aim

is　the　alleviatioR　of　rural　poverty．

IV．　PROGRESS　OF　THE　GB　AND　BASIC　ELEMENTS

　　OF　THE　GB－MODEL

　　Growth　and　Progress　of　the　GB

　　　　After　seven　years　of　experimeRtation　at　grassroots

level，　the　GB　emerged　as　a　specialized　（semi－

autonomous）　rural　finance　institutiofi　under　a　special

governmeRt　ordinance　iR　October　1983　（Hossain　and

Takeya　1997）．　The　fundamental　features　of　GB　are

＠An　organizational　structure　that　ensures　that　client

　　belongs　to　the　bottom　half　of　the　socioeconomic

　　hierarchy．

op　A　credit　delivery　system　through　group　formation　and

　　weekly　repayrr｝ent，　which　is　designed　to　be　simple　and

　　adaptable　to　cater　to　the　Reeds　of　the　clients．

es　A　built－in　saviRgs　mobilizatioR　componeRt　that　en－

　　hances　self－reliance　and　provides　cover　against

　　business　risks　and　natural　calamities，　and

e　A　self－employmeRt　mechanism　that　provides　poor　wom－

　　eR　an　opportunity　to　assert　themselves　in　the　house－

　　holds　and　in　the　society，　etc．

　　　　The　GB　has，　nevertheless，　developed　a　“centralized－

cum－decentralized”　management　structure　with　a　cadre　of

dedicated　professioRals，　who　are　capable　of　operating

effectively　on　its　own　（see，　HossaiR　and　Takeya　1998b）．

Each　unit　（iRcluding　the　rural　Centre）　operates

autonomously，　but　is　a　part　of　the　whole．　Credit　decision－

making　is　however，　highly　decentralized；　the　lowest

managers　or　lending　officers　are　given　clear　guidelines

and　procedures；　there　are　effective　controls　and　individual

lending　limits，　and　the　management　informatioR　systems

are　sufficiently　robust　to　permit　measurement　of　perferm－

ances．　The　GB　management　is　harmoRiziRg　in　combina－

　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　49
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tion　of　both　traditional　scientific　maRagement　and　many

neglected　managerial　features　in　development　theories．

For　instaRce，　one　of　the　uitusual　characteristics　of　the　GB

culture　is　that　its　clieRts　are　effectively　brought　inside　the

organization　structure　（｝lossain　and　Takeya　1998a）．

　　　　The　GB　programs　are　also　highly　diversified　in

respoRse　to　emerging　development　needs　of　the　clientele

as　well　as　rural　economy　（Hossain　1999）．　lt　had　already

recognized　women　as　an　object　of　its　development．　The

womeR　members　constituted　4090　ef　the　total　member－

ship　in　1983，　while　the　comparative　figure　for　IRDP　（now

BRDB：　Bangladesh　Rural　Dev．　Board）　was　only　890．

With　remarkable　growth　and　progress，　the　percentage　of

women　members　of　the　GB　has　increased　to　around　95％

（see，　GI）　2001）．　The　GB　not　only　experienced　a　rapid

growth　in　physical　facilities　and　coverage　but　also

registered　a　significant　increase　in　its　volume　of　business

afid　services．　Table　8　shows　overall　progress　and　growth

of　the　GB．　Various　studies　already　iRdicated　the　positive

impacts　on　poor　borrowers　as　well　as　on　rural　economy

（see，　Rafiquddin　1982，　｝lossain　1988，　Amin　et．　al．

Khandker　et．　al．　1995，　Todd　1996，　Hashemi　et．　al．

Hashemi　X997，　Alamgir　1998，　Hossain　et．　al．，

Hossain　and　Takeya　2001，　etc．）．

1994，

1996，

2000，

　　　As　the　time　went　by，　testiRg　and　research　become

more　systemized　and　extensive　in　the　GB．　lt　has

specialized　for　experimentation　with　bigger　enterprise

loans　and　modern　technologies　where　relatively　experi一

enced　groups　and　centers　are　iitvolved　in　a　cycle　of　more

savings，　more　credit　and　rr｝ore　investment．　After　some

initial　success　in　several　ventures　including　the　fishery

and　agriculture　sectors，　the　top　management　showed

iBterest　in　expanding　its　work　by　becorr｝ing　involved　in

other　activities；　e．g．　traditional　hand－weaving，　solar　and

wind　power，　mobile　telephone　for　rural　business．　Already，

there　are　total　sixteen　organizations　in　the　GB　family

aimed　at　linking　the　poor　with　major　sectors　in　the

cou油呼　（Hossain　1999）．　Some　prolects　（e．9．　Health

Insurance　for　the　poor）　are　still　under　experimentation．

All　these　new　orgaRizations　aRd　the　experimental

activities　in　reality　are　structurally　separated，　but　they　are

the　supporting　entities　of　the　GB　（｝lossain　and　Takeya

1997）．　However，　a　detail　explanatioR　on　growth　and

diversification　of　the　GB　is　out　of　the　scope　of　this

verslon．

　　　　In　view　of　the　GB’s　success　to　reach　the　bottom

（socially　and　economically）　strata　of　the　population，　its

high　repayments　of　loans，　finaAcial　viability，

empowermeRt　of　the　poor　women，　improved　health　status，

access　to　education，　improved　housing，　and　so　on，　there

has　been　widespread　interest　in　replicatiRg　the　experi－

ence　of　the　GB．　The　Grameen　Trust　（GT），　a　family

organization　of　the　GB，　has　recognized　the　need　for　a

greater　role　in　forging　new　aRd　innovative　partnerships

and　advocating　funding　and　technical　support　for　poverty

research　and　replicating　the　GB－Model　programs．　The

Table－8：　the　Grameen　Bank　at　a　Glance　since　1984　to　May／2001

　　　　　　　　　　　　　（Monetary　Amounts：　ln　Million　Taka）

Part蓋cu亙ars 亙984 i986 豊988 鼠999 夏992 i994 亘996 墨999 5／2⑪劔

Branches　in　Operation

Borrower　Members　（，eOO）

Wornen　Borrowers　（in　O／o）

General　Loan　Disbursed　（Yearly）

Gen．　Loan　Disbursed　（ct）

House　Loan　Disbursed　（　，，　）

Na　of　Houses　Built　（　．　）

Group　Fund　Savings　　（，ノ）

Loan　from　Group　Fund　（　，，　）

Member’s　Total　Savings　（　，，　）　＊

Repayrr｝ent　Rate　（O／o）

Exchange　Rate　（IUS＄＝Taka）

Annual　Net　Profit　or　Loss

SDI　＠

ProDeltv　＆　Assets

　152
　121

　n．　a

　499
　　　4

　　38

99．3

26．0

　　4．9

0．68

376．6

　29S
234，3

74．2

　S43
1，470

　　27

2，042

　115
　　40

　189
98．8

29，9

　　0．4

1．70

900．0

　　501

490．4

　　85．8

　1264
3／560

　　338

44／560

　　297

　　672
　　98．6

　　31．2

　　　1．2

　　1．31

1，911．3

　　781

869．S

　　91．0

　2245
7r591

　　799

91，160

　　650

1r687

　　98．8

　　32．9

　　3．1

　　1ユ6

4，lOO．4

　　1，015

1424．4

　　93．7

　　5189

15，434

　　1r660

157，330
　　1，308

　3r479
　　98．2

　　38．2

　　　－S　7

　　e．43

6t883e7

　　1，045

2015．1

　　93，9

13，9ユ2

39，968

　　4，671

295，702
　　3，147

　　1，534

　8，969

　　99．3

　　40．0

　　21．7

　　021
16，574．1

　　1／079

2059．5

　　94．1

11，878

65，510

　　S，S53

329，040

　　5，256

　　2，913

18，322

　　96．2

　　40．9

　　19．1

　　0．19

19，572．8

　　1，149

2357．1

　　　94．8

15，698

116，598

　　7，437

Sll，583
　　9，676

　　5／802

　　　n．　a

　　　91，0

　　48．5

　　76．9

20，473．9
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Sources：　Compiied　from　Hossain　＆　Takeya　（1998a）　and　the　GB　Annual　Report　1999　and　the　GD　（2001）．

Notes：　n．　a一　not　available．　CT－Cuinulative　Total

　　“：　lncludes　Group　fund，　Emergency　fund，　Special　saving　fund，　etc．

　＠：　SDI　（Subsidy　Dependence　lndex）　is　an　indicator　of　self－sustainability　development　by　the　World　Bank　（Yaron　1992）　that

　　　measures　the　increase　in　lendlng　rates　required　to　compensate　for　the　elimination　of　the　subsidies　received　by　financial

　　　institution　（FI）．　A　SDI　of　zero　rr｝eans　that　FI　achieved　fu！1　self－sustainability．
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following　sub－sectioR　thus　provides　a　short　looks　on　the

basic　model　of　the　GB．

Basic　Elernents　of　the　GB　Model

　　　　The　credit　for　the　poor　seemed　a　contradiction　and

little　was　known　among　formal－sector　financial　interme－

diaries　about　how　to　avoid　a　requiremeRt　for　physical

collateral　until　mid　197es，　when　the　GBP　begun　using

Group　Mechanism　（Peer　Group　Pressure）i4’　as　a　substi－

tute　for　collateral　aRd　guarantor　to　ensure　effective

repaymeRts．　The　GB　works　on　the　principle　that　the

banking　services　should　be　brought　to　the　doorsteps　of

the　poor，　and　charge　market　iRterest　rates．　Moreover，

it　aims　at　providing　credit　not　to　the　farmers　but　to　the

LL　＆　FLL　representing　more　than　half　of　the　tota｝

populatiofl．　The　loan　must　be　utilized　within　a　week　and

repaid　with　interest　in　52　weekly　installments．　LeaRs　are

mainly　given　to　individuals　for　non－farm　activities　without

any　collateral　and　guarantor，　removing　all　the　major

obstacles　in　rural　finance．

　　　In　the　GB　operation　system　five　interested　persons

from　different　household　are　asked　to　form　a　group　（male

or　female　greups　separately），　and　6”v　8　such　groups　make

up　a　center　where　virtually　everything　（banking　opera－

tions　and　other　developmental　activities）　of　consequence

takes　place，　which　integrally　linked　up　with　a　branch，　the

lowest　administrative　unit　of　the　GB．　On　an　appointed　day

each　week　every　oRe　comes　to　the　“CeRtre”　and　all

banking　businesses　are　conducted　openly　in　the　meeting

in　frront　of　all．　The　GB　introduced　a　well一一established　de－

livery　mechanism　through　learning　by　doing　aRd　offers

various　saving　options，　which　protect　the　poor　from　local

lo3n　sharks．　lt　has　also　promoted　a　social　development

agenda　called　16　decisions　i5’　to　imbue　members　with　over－

all　development．　lts　guiding　vision　has　to　do　with　poverty

alleviation，　social　equity，　and，　eveA，　women’s

empowerment　is　seen　essentially　as　a　means　to　this．　By

focusing　oR　credit　and　social　programs，　the　GB　model

seeins　to　say　that　poverty　alleviation　is　measured　maiR｝y

in　terms　of　income　changes　and　consciousness－raising

（see　Figgre　1），　which　indicates　that　the　micro－credit

under　the　GB－model　is　not　simp｝y　banking　but　a　devel－

opment　tool．　Whiie　it　has　grown　and　changed　since　first

experiment　with　small一一scale　credit　in　1976，　its　basic

vision　remains　the　same　and　still　revolves　arouRd　its

strategic　objectives．　More　importantly，　the　GB　has

proved　that　credit　constituted　by　far　the　most　powetful

instrument　to　break　that　vicious　cycle　of　poverty．　lt　also

tries　to　destroy　the　myth　that　there　is　something　wroRg

with　the　poor　and　to　help　the　institutions　overcome　their

traditional　reservations　towards　the　poor．

　　　The　GB　leadership　is　essentially　creatiRg　and　maiR－

taining　an　orgaRizational　culture　that　differs　frrem　that　of

the　surreunding　society．　Certainly　there　is　a　set　of　rea－

sons　behiRd　the　success　of　GB　（see　GibboR　and　Kasim

1990）．　The　most　robust　reasoR　however，　the

Specialized　Programs

　Bigger
Enterprise
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　　　　　　　　　　　　　　　　　　Source：　Modified　from　M．　A．　Hossain　and　H．　Takeya　（1998a）．

Figure　a．　Grassroots　lnstitutional　Setting　and　the　Visualized　Objectives　of　the　Grameen　Bank
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orga鍛izational　policies，　which　are　designed　to　steer

organizational　behavior　of至ts　large　number　of　functionar－

ies　and　borrowers　along　a　credit－responsive　way，　and

in員ovations　of　various　eleme簸ts　through　learr｝ing　by　doing

（Hossaまn　and　Takeya　1998a）．　As　a　non－convent｛onal

financial　institution　aimed　at　aUeviating　mass　poverty，　the

GB　demands　high　motivation　and　commitment宅。　work

from　its　staff，　as　weU　as　particular　efficiency　in　handling

routi鍛e　work．　It　was　also　argued　that　if　a　small，　though

sign蚤cant，　section　of　the　GB’s　large　workforce，　compris－

ing　more　tha簸11　thousands，　stops　working　hard　as

stipulated，　or　starts　indulging　corrupt　practices，　the　ac－

clalmed　success　of　it　would　soon　disapPear（Jain　1996）．

Most　recent　study（Hossain　2001）argued　that　the　field－

traini蕪g　apProach　at　the　grassroots　leve1　三s　the　most

robust　reason　for　the　remarkable　success　and　capaclty－

building　of　the　GB，　which　explores　propositions　on　the

management　motivation　of　the　functionaries　and　borrow－

ers負）r　which　the　senior　management　draw　on　a　wide

range　of　tools　to　funct三〇n．

　　　　POverty　iS　a　mult｛一dimenSiOnal　and　differential

process，　a難d　that　all　routes　matter　in　the　fight　against

poverty　is　perhaps　the　most　crucial　lesson　to　be　drawn

from　the　experience　of　the　preceding　decades．　The

relative　institutional　efficieRcy　of‘Micro－finance　Pro一

　　　　　ナ　　　　　　　　　　　　　　　　ロ

grams　as　a　dellvery　system　may　not　be　absolutist　when

we　take　aCCOUnt　Of　SOme捻eW　ChallengeS，　SUCh　aS，　miS－

targeting　（not　necessarily　hch　or　large　landowners　but

moderate　poor）and　unable　to　bring　the　poorest　of　the

poor　into　fdd　of　the　programs．16）　Moreover，　i鍛rural

credit　programs　of　Bangladesh，　there　is　a　ge薮eral　pattem

tha宅poor　have　been　organized　through　group　forma℃ion

but　loan　disburses　or　utilizes　individually．　Even，　the　GB

took　initiatives　from　the　beginni鍛g　for　collective

enterprises　development　but　the　share　of　collective

e航erpnse宅。　total　general　loa鍛has　decreased　from　1．4

percent　to　near　zero　between　1986－98　（Hossain　1999）．

This，　in　tum，　depends　on　borrowers’entrepreneurial

abllity，　the　market　niche，　clear　guidelines　cum　su．pervi－

sio捻　and　skill－training　by　the　respective　program

organizers，　aRd　the　ability　to　meet　the　increased　dernand

f〈）ritS　ServiCeS　thrOugh　marketing　linkageS　a＄weU　aS

supPor乞ive　po董icies　of　the　country．

　　　No　doubt　micro－credit　is　o鍛e　important　instru拠ent

so　far　as　poverty　is　concemed，　which　may　play　a　central

role　for　aU　other　basic　needs．　However，　o鍛ly　one
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instrument　（i．e．　credit　only）　may　not　reach　all　different

facets　of　poverty．　The　limitations　of　micro－credit　as　a

peverty　alleviation　tool　amply　illustrates　that　to　overcome

new　generation　problems　other　approaches　are　deem

necessary．　Besides　credit　plus　（i．e．　social　development

programs），　a　credit　plus－plus　approach　（i．e．　extension

services，　trainiftg，　insurance　and　public　supportive　sys－

tems，　profits　motivated　finaRcial　system　and　development

of　noit－profit　sector，　etc．）　is　the　precondition　for　securing

the　full　value　of　any　micro－cre砒programs．　Mos宅

importantly，　strengthening　of　credit　schemes　to　provide

financial　facilities　to　the　rural　poor，　however，　requires

appropriate　institutional　development　and　a　conducive

environment　that　ensures　capacity－building　in　financial

mamagement，　cost－reducing　innovatiens，　and　accounting

practices　in　order　to　transform　them　into　micro－finance

institutions　（Hossain　et　al．　2000）．

V．　CONCLUSIONS

　　　　This　article　has　atternpted　to　understand　the　histor－

ical　nature　of　the　problems　and　weaknesses　of　the　rural

finance　programs　in　Bangladesh　with　special　reference　to

the　poor．　Since　de－colonization　to　mid－1970s，　the　rural

credit　was　highly　subsidized　to　farmers　through　public

developmeRt　financial　institutions．　Those　programs，

however，　failed　to　help　the　real　poor　and　hardly　had　any

impact　on　rural　areas．　Although，　there　had　enough

scopes　to　improve　the　mechanism　but　most　of　the

programs　were　abolished　without　even　any　formal

evaluation．

　　　　The　British　govemment　in　lndia　as　well　as　the

government　of　Pakistan　had　faced　a　problem　that　was　a

coRcern　in　Bangladesh　until　late－1970s，　how　to　make　sure

that　the　credit　desigRed　for　rural　poor　or　small　farmers

actually　reaches　them．　Agricultural　credit　has　been

viewed　as　the　primary　tool　for　increasing　farmers’　pro－

ductivity，　and　specialized　rgral　credit　institutions　were

prometed　to　provide　input　finaRcing　and　raise　agricultural

production．　ln　1970s，　problems　became　apparent　in　the

supply－led　credit　provided　by　state　owned　agricultural

credit　institutions　with　quickly　expanding　loan　ponfolios．

The　major　constraints　are　mis－targeting，　low　repayment

rate，　lack　of　understanding　of　programs　functionaries　on

grassroots　and　poor，　and　weak　structural　features．

Specially，　subsidized　rates　led　to　credit　rationiRg　iR　favor
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of　rural　elite　classes，　banking　iRcomes　did　not　cover

service　costs，　and　financial　products　were　imposed　on

rural　clients　regardless　of　customer　requirements．

　　　　By　the　late－1970s，　new　development　approach　was

introduced　by　the　GB　to　correct　the　top－dowll　bias　of

previous　decades．　The　author　has　addressed　a　brief

historical　overview　of　why　and　how　that　alterRative

development　model　emerged　and　of　its　assumptions　and

expectations　regarding　institutional　arrangements　for

miRimizing　state　and　private　involvement　in　the　develop－

ment　process．　The　GB　works　oR　the　principle　that　the

banking　services　should　be　brought　to　the　doorsteps　of

the　poor，　charge　market

geither　material　collateral

major　obstacles　faced　by

interest　rates，　aRd　require

Ror　guarantor，　removing　all

various　previous　programs．

Moreover，　it　aims　at　providing　credit　not　to　the　farmers

but　to　the　LL＆FLL　representing　more　thaR　half　of　the

total　population．　The　GB　model　is　so　successfu1　that　it

induced　almost　all　developme就NGOs　tO　start　collateralp－

free　micro－credit　programs　in　BaRgladesh，　which　became

the　single　most　commoR　element　of　their　activities．　The

GB　has　learnt　much　from　other　programs　of　the　past．

The　model　has　been　replicating　in　various　countries　and

there　are　thousands　of　similar　practitioner　institutions

worldwide　new．　Besides　impressive　growth　and　progress，

the　author　have　mentioned　some　recent　challefiges　of

micro－credit　programs　and　indicated　that　credit　alone　may

not　be　the　only　answer　to　rural　poverty．　Other　support－

ive　programs　along　with　credit　are　preconditions　to

address　the　specific　needs　of　the　hardcore　rural　poor．

1）

2）

3）

　　　　　　　　　　　　　　　　　　　　NOTEIS

The　great　Famine　of　1878，　which　killed　as　many　as　five

million　in　British　lndia　as　a　whole，　was　followed　by　a

legislation　which　brought　together　the　existing　patchwork　of

legal　measures　dealing　with　credit，　debt，　and　poverty．

Moreover，　the　Agricultural　Loan　Act　of　1885　set　up　“Taccavi

（distressed）　loans”　in　Bengal　一　loans　for　peasants　struck　by

natural　disasters．

Initially　many　administrators　thought　of　Taccavi　loans　as　a

form　of　relief，　and　repayment　was　not　always　enforced．　The

system　lasted　un£il　the　mid－1970s．　Another　aspect　of　rural

credit　was　its　po｝itical　motives．　ln　the　context　of　different

peasant　movements　in　Bengal　area　the　British　lawmakers

came　to　see　that　improving　peasant　conditions　wouid　be　one

of　the　best　ways　of　persttading　peasants　to　remain　loyal　to

the　government．

Union　is　the　smallest　elected　administrative　unit　in　the

countryside．　A　union　generally　covers　a　number　of　viliages

having　population　of　20’一40　thousands　and　is　run　by　elected

　　　　Parishad　（committee）．　UCMPS　and　ail　other　acronyms　for

　　　　the　formal　credit　programs　that　appear　in　the　text　are

　　　　presented　in　Tables　1’v3．

4）　The　V－AID　organized　a　large　number　of　Chand　Tara　（i．e．

　　　　moon　and　star）　Clubs　and　Youth　Clubs，　and　encouraged　the

　　　　villagers　to　work　on　a　cooperative　basis　（HussaiR　1996）．

5）　Being　supported　by　donors，　the　program　was　introduced　in

　　　　33　of　434　thanas　（now　Upazila　or　Sub－districts）　in　1971／72

　　　　and　expanded　to　151　and　200　thanas　in　1973／74　and　1976／77

　　　　respectively　（see，　Khan　1979）．

6）　NGOs　in　East　Pakistan　were　mainly　international　and　spon－

　　　　sored　by　Christian’　missionaries　and　were　very　limited　in

　　　　number．　Bangladesh　had　become　a　test　area　for　NGOs　after

　　　　its　independence　in　1971　（Rahman　1996）．

　7）　The　formal　banks　（both　nationalized　and　private）　had　no

　　　　incentive　to　provide　credit　to　the　poor　in　the　rural　areas．

8）　During　1973’一一75，　Prof．　Yunus　established　his　own　rural

　　　　study　programs　for　students　at　his　enroiied　university

　　　　campus　as　well　as　nearest　two　villages　in　southeastern

　　　　Bangladesh．　He　entered　into　farmers　committee　and

　　　　established　‘Nabajug　Tehbhaga　Khamar　（new　era　3－share

　　　　cultivation　scheme）’　for　which　he　was　honored　the　president

　　　　award　in　1978．　ln　doing　those，　he　studied　the　rural　problems

　　　　and　in　1976　personally　initiated　the　non－farm　lending　idea　for

　　　　the　landless　poor　by　providing　approximately　US＄30　to　42

　　　　v211agers　without　collateral　or　guarantor　of　any　kinds．　From

　　　　this　experience　came　the　idea　of　ARP　for　generating　selC

　　　　employment　and　he　approached　the　idea　to　local　public　banks

　　　　but　rejected．　After　much　persuasion，　a　local　branch　of　one

　　　　public　bank　was　authorized　to　provide　credit　to　the　poor　at　an

　　　　interest　rate　of　1390　a　year　when　professor　gave　guarantee

　　　for　fuli　recovery．

9）　Functionally　landless　in　Bangladesh　defined　as　who　owns　no

　　　　more　than　O．5　acre　（O．202　ha．）　of　arable　land，　which　is　not

　　　adequate　for　subsisteBce．　At　present　in　rural　Bangladesh

　　　more　than　6090　of　the　rural　peoples　are　LL　＆　FLL．

10）　Brkish　lawmakers　first　came　to　see　that　improving　peasants’

　　　conditions　would　be　one　of　the　best　ways　to　pursue　them

　　　to　remain　loyal　to　the　government．　The　present　day　poli－

　　　ticians　in　Bangladesh　also　seem　to　believe　in　the　approach

　　　and　the　government　frequently　exercises　loan　write－offs．

ll）　For　overall　understanding　of　the　micro－finance　rriechanism，

　　　please　refer　to　Ledgerwood　（1999）．

12）　ln　1995　the　number　of　NGOs　registered　with　the　NGO

　　　Affairs　Bureau　of　the　Government　was　845，　of　which　124

　　　were　forelgn．　But　the　actual　number　of　NGOs　operating　in

　　　the　country　as　regtstered　under　the　Voluntary　Social　Mairs

　　　Act　was　about　13，000　in　the　same　period．　The　nearly　850

　　　significant　NGOs　during　1998　were　operating　in　Bangladesh

　　　employs　about　120，000　persons，　of　which　about　500　are

　　　foreign　（Rahman　1998）．

ユ3）The　GB　management　usually　considered　granting　Ioans　to

　　　the　LL　＆　FLL　people　and　women　after　credit　operation

　　　training　without　any　skill　training，　as　the　GB　argued　that

　　　poor　know　best　which　activities　could　generate　additional

　　　income　and　how　to　make　good　use　of　credit．　Although，　we

　　　think　the　various　skill　trainings　both　for　borrowers　and　field

　　　level・functionaries　are　deemed　necessary　for　business　plan

　　　and　quality　products．
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14）　In　the　peer　monitoring　system，　the　lende「s　c「eate　an　env二一

　　　ronment　of　interdependence　in　which　each　borrower　has　an

　　　i簸centive　to　monitor　the　performance　of　other　members

　　　regarding　utilization　and　repayment　of　the　loans．　For　in－

　　　stance，　see　M．　Islam，　A。　N．　Wahid　and　Z．　Khan，　The

　　　Grameen　Bank：Peer　Monito掘g　in　a　Dual　Credit　Market，

　　　in　A．　N．　Wahid（ed．），The　Grameen　Bank－Poverty　Relief　in

　　　Bangladesh，（Boulder，　Westview　Press　1993）：pp．23～32．

15）The　loan　progra】ms　of　the　GB　are　centered　around　the‘‘16

　　　　　　　コ　　ロ　　　　　　ラタ　　　　　　　　　　　　　　　　　　　　　　　サ　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　リ

　　　Decisions，whlch　requlre　borrowers　to　pledge　that　they　wユ11

　　　send　their　children　to　schoo1，　grow　vegetables　round　the　year，

　　　plant　trees，　keep　the　families　small　and　the　environment

　　　clean，　use　sanitary　Iatri簸e　and　safe　drinking　water，　do

　　　physlcal　exercise，　repair　houses　a難d　work　towards　not　living

　　　in　dilapidated　houses，　avoid　dowry　in　marriage，　work

　　　co重1ectivdy　and　for　mutual　help．　And　above　aH，　maintain　the

　　　four　main　principles　‘Discipline，　Unity，　Courage　and　Hard

　　　Work’．

16）These　lssues　had　addressed　some　details　in　Wood　and　Sharif

　　　（1997＞and　IDS　Bulletin，　Vol．29，　No．4，1998．
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