- [EemesyS S
N N

'Afﬁﬁ«®§$§%~-07*°~.
~ ERkSLT

T S A A e e PESIE

EFﬁEBE 1 }%
; JIC{\ LIBRARY

IHIWI‘IH.II|||||5E|II|I'I!I'H'III \

J 1126831

L"--‘r‘l'lr“-_tl"'-l,!‘v‘_lll\u..w,_.__\‘_—“:,__qn‘."‘l.—'__,lA‘l',.,_ e e et s - RPN [

gQ;?  A EED
W Emmamawmes

N olee—s |







BRBNOEEZIETOIT S LD
MECDNT

ERBHETR

B % h 3B %
E 82 RS e



G

83115}

e TEEREIF—] e —
S+ ¢ — & BB E R
BRSSO 2 TS
i - ORERC, BNAOHRE,
ERMEHIC LD, DIHOINBIRNC
B b BRENEHRICHREBDO
Bk, 28, RASOWHSIKT 3
LEEUMELTVEY,
AW, WD FRIL B TRRD
EHLILniboe, HEORLQ
R HAOBIERICH D 1 3,




EiEMtL I -

72 BRE~ORSXETU YT ADERII20T
(Finance for the poor: how march do we know?)

H B PRS44I HUH
B BIEBRIASEHARR (R I V) 9B 0N RIS

#% &% . Dr.David Hulme _
Professor and director of Development Studics,
Director, Institute of Development Policy and Management,
University of Manchester, England
v F = A ¥ - KSR EGOEE R
B OB 587 5%

197445 4 7Y v PRFIELHG (MA. $R i HLEE) _
19848 TV x—- A X - ¥ v ¥ KFE-LSEET (PhD )



BHAREAOMUBREFO7 5 AORERE DL C  LORE
%

.WW# ok o CHIEL T RURITINORT/T 7 5 412, Sl

Hm%ﬂhiémﬁthhwfﬁm%maubnhﬁtto

LRy T LAY - NFCHRHEEODADOHMBD LG, TIVTF(4 KR
TN yIFyafi), T2V A( AT, HHACEIET))LIBUA
NGO & UM SRk JE ﬁ%%imLLo

CRETIGELTINT A B E LT, RO WC L 1R 4 ¥ (poverty
line) I JEBWIE WIS B b DIE, N— Y 2 AL CHRRBENE AT
HEBLN, I A UK EL FHo B, - E2RML
ZRWB AR S R

L ORRRITE 5T, AL KU AR TR OMA Y Y L Lk i
IR EEIEDYLHPHFRHTCHLHDT, 4§ b s - ‘/@‘VHﬁ b A M
7 b @ (promotlive loan) & X, i & RMRFO L GRA L HAGDELD
9 (protective loan) DB ==Xl b o b DEVE A,

IRTED A GHE W dﬂﬁ SHEMIIHINBHIORD T Chb, T RIZE DN
WhGofvid L EENL EOEVINEIR SR, LA - U
WY=L ERETHADC, Y AHROAVEREEISVWE LTV,
Lo kd i ;'}I{‘i-‘jf—kﬁ‘b&@&[,'(‘e‘&b‘o

N A R NS ¥ A /)& (FAR YL I I MR AR L/ AR R N A
FoTwnahd &én&i«%fééoww%ﬁA7UV;Aﬁﬁmﬁmm
Nl ChALoMER NI DT LL, IWBENLESI I AE
VETLZLINENVRHGRETHD S,



" Finance for {he Poor: How Much Do We Know?

Dr. David Hulme |

Professor of Development

Studies _ '

University of Manchester
Moderator: Good afternoon, ladies and gentlemen. Before starting, I would
like to introduce toeday, our lecturer, Dr. David Hulme of Manchester
University. He is a professor of development studics and the director of the
Institute of Development Policy and Management, in short called IDPM. The
title of the fecture today is, as you are already informed of, “Finance for the
Poor”; sublitle is “How much do we know?”. Professor Hulme has been
studying on this subject with his colleague, Professor Paul Mosley, for the Jast
three years, and the book of the same title is to bé published in the near future.
So if you are interested, please take order of it.

1’d like to say something about his academic and teaching carcer. Professor
Hulme has been working in the field of development studies with special interest
for public sector management, institutional development, and rural developnient.
He finished his MA at Cambridge and Ph.D. at James Cook University in
Australia. He has been with the Institute of Developmént Policy and
Management of Manchester University from 1985 and became its director in
1992.

Not only is he an academic, he has wide experience in the field in
development assistance. For example, he has worked at the Administrative Staff
College in Papua New Guinea. Some of us here have had good experience in
Papua New Guinea. In addition to this, he provides constantly consulting
service to British ODA, Overscas Development Administration.  Amongst these

“cooperation, we have to take note such works like design of technical assistance
package to improve public sector management in Bangladesh, or evaluation of
rural development and management project at Kenya at the district levet, impact
assessment of the training project for NGO like BRAC, which is a famous NGO
organization. - And through the evaluation of project of the British Council and
Commonwealth and Action Aid pfojec_:t, he is also involved in these works, he
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has observed the aid activities in such countries like Malawi, PNG, Fiji,
Solomon Islands, Western Samoa, Nepal, Tanzania, to name a few. So he has
been with us mainly in Africa and also Pacific islands.

Now I'd like to ask Professor Hulme to give us his presentation. Thank

you.
Dr. Hulme: Thanks very much for inviting me to JICA. It's very nice to be
with y'ou today. The Moderator mentioned that the Institute for Development
Policy and Management that 1 work at and where this research has been based;
there are prospectuses at the back if you want to find out the other things that
“we're up to. The actual talk that 'm giving tonight is based upon a study
- that I've been working on with a colleague, Professor Paul Mosley at The
University of Reading. The yellow sheets actually got down the details of the
two books that we are producing, onc of them based upon the synthesis of
our work, and another onc based upon case studies that we’ve conducted in a
number of countries that 'l be talking about, and also in my spare time, I've
been doing rescarch on NGOs. That one’s actually out. That one is available
in the stores in Japan, as they say. '

- ‘The topic that I'm talking on tonight, I think you’ve already goi in front
j.Of you. I'm going to be looking at innovative schemes that try to prowdc
financial services to poor people, and I'm particularly interested in looking at
how much we know abou! the achievements of these innovative schemes that
uy to give loans to poor people and some of (hem try to help poor people
use savings facilitics. It’s a project that I'vé been working on since 1993 and
it’s involved a multi- dlscnphnary team. I’m a human geographer, my colleague
Paul Moslcy is an economist, and we've also been employing an anthropologist
to work with _us. And we've been using a variety of quantitative and qualitative
methods to try and generate data on this - topic of the effectiveness of
micro-finance schemes, schemes that are trying to create, what you might call,
banks for very paor people.

I've enlitled the paper, How Much Do We Know?, because this area has
been a growth arca for many donors. Certainly the British -Overseas

Development Administration, for whom I work, have been steadily increasing



their portfolio in this area. Most of the European donors are getting heavily
involved in it, and the World Bank, USAID have been proinoting i cxténsivcly,
and a whole host of agencies intplementing these schemes have been developed.
But | think, and I'Hl go through the details as I progress through the talk, but
as our work was drawing to a cenclusion, and as we were beginning to
synthesize and analyze the case studies that we worked upon, then we certainly
began to get concerned that whilst the schemes we’ve been _looking at, we
believe, many of them are effective, and many of them should be contimicd,
and should be extended, we were concemed that there has been a lot of kidding
going on; that people are not neccssarily talking truthfully about what is
happening with these schemes, and that theré has been a dégree of exaggeration
about who these schenies work well for, and how well these schemes operate.
And we have been concerned about a lack of clarity about what’s being
achieved. And this scems to be certainly continuing at the present moment.
I was in Washington with the World Bank in December. They’re working,
promoting the consullative group to assist the poorest. And essentially, the
only things that that group is working on is micro-finance schemes. It's not
working on any other type of intervention to help the poorest pecople. But [
think, as I will explain as § proceed along, there have to be doubts about
whethicr these sorts of initiatives should be designed as they're presently
designed, whether they work with the poorest people, and whether they are
an effective mechanism to help the poorest people.

The project that 1 worked on looked really in four main areas. We did a
series of case studies. D'l talk abowt those in a second. We reviewed the
literature, and we basically asked four main questions. The first question we
asked was, when we looked at the schemes, how financially viable, how
sustainable are these types of schemes, because icro-finance schemes have
been billed as having very high levels of sustainability and financial viability.
I'm not going to go into that in any detail in the presentation I'm going to
make now, but if you want to ask questions about that, then do ask questions
~ about that objective. But certainly we found that these schemes have cost
recovery potential. But to tatk of them being financially viable is to exaggerate
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the situation. They can recover some of the costs, quite significant propottions
of their administrative costs, once they're established. But they are not likely
to be financially viable in the short or the medium term.

The second question that we asked was, what are the impacts of these
schemes on productivity, on changes in technology, changes in management,
and changes in levels of employment; that we tried to look in a way at the
economic and management impacts of these schemes, to see whether they are
leading to productivity gains, to see whether they are leading to more
sophisticated forms of management, and to see whether they are generating new
© jobs.

The third question that we asked, and the one on which I'll concentrate
tonight is, what are the impacts of these schemes on poor people? What are
the poverty reducing impacls of these schemes? And that’s where Pl
concentrate on.

And the fourth question that we asked, and again, if you want to find out
about this one, and then if you want to raise questions at the end, I can go
into that. The fourth question was whal arc the impacts of these institutions
‘and these scheimes on other players? - What impact are they having on other
: ‘operators in the financial market, on banks, on informal agencies operaling in
the financial market, and also ‘what impact are they having more generally on
non-governmental agencies and on other development agencies?

So I'll focus very much on this third one, on the impact on poverty. But
if you have got questions about the other ones, then do please ask them once
I’'ve concluded. o .

- The organizalio'ns that we worked on are up on the list here on the
overhead projection screen. These are the organizalions on which we’d
¢once11|mted, although we did also, where possible, look at sccondary data on
other organizations. We worked in Bangladesh. We collected primary data
on the Bangladesh Rural Advancement Comunittee. It has a program called
the Rural Development Program which is involved in sméli toans; 50, 100, 120
dolar loans to poor households, and that is being converted into, it hopes in
the future, the BRAC Bank. But that is being converted into a separate financiat
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entity, if the government of Bangladesh will ever give its permission to BRAC
to do that. They haven’t gol the politics right yet.

We also looked at TRDEP. This is a government allempt to replicate the
Grameen Bank. 1 should mention that the BRAC scheme is very similar to
th¢ Grameen Bank scheme. But TRDEP is a government atiempt to replicate
the Grameen Bank run by the Ministry of Youth and operated as a government
scheme. -

The Grameen Bank we didn’t do primary research on with a standard
“format as we have done for the other organizations. Bul I've been visiting
the Grameen Bank over a number of years, and have done small amounts of
field work with it, and there's alse been quite a lol of study done on the
Grameen Bank, some of it just coming out at present from the World Bank.
So I’ve in¢luded the Grameen Bank; we included in our cases because there
was so nuch dala generated on that already. _

In Bolivia, we looked at BancoSol, which used to be an NGO called
Prodem but which converted from being an NGO into being a privately
registered bank back in the late 1980s, early 1990s; about five years ago, it
converled from being an NGO into being private bank.

In Indonesia, we looked at the Bank Rakjat Indonesia’s Unit Desas, the
village based rural banks, which are operated as a scparate division of the
organizalion, that have been heavily involved in credit in the past, but éctually
increasingly, whilst we were actually studying them, savings has become even
morc and more important for their activities, and they've also become
increasingly involved in savings activitics rather than just loan activities. We
also looked at BKK. This is a provincial development bank, based in central
Java, which has been (rying to work on very small loans going up to as much
as 500 dollars, but some of them at the 50 to 150 dollar level. That has been
operating for 20, 25 years. And KURK, one of the other provincial
development banks in Indonesia. The Indonesian schemes are quite different
from other schemes, in that those schemes are based very much upon working
with individuals. The other scheines we looked at are based in some way at
gelting poor people together in some sort of group and using that as a



mechanism for gelting savings or as the device for helping to program loans.
But the Indonesian scheines are based upon quite different ideas, that is the
agencies work directly with the individuals concerned.

In Kenya, we looked at the Kenya Rural Enterprise Programs, Juhudi
scheme. Kenya Rural Enterprise Program is an NGO inilially established by
USAID, but supported now by a whole variety of other agencies. It is in about
three or four months time to convert itself into a bank. So this is actually
similar to BancoSol, similar to what BRAC is trying to do; one of these NGOs
‘which is trying to change its status from a charitable or trust status into a
private bank status. We also looked at Kenya Industrial Estates informal sector
pregram. - That program works directly with individuals. IUs not & group
scheme as Juhudi is. It’s an individual scheme, that tends to target somewhat
larger businesses, still smal enterprise, but businesses that may be looking for
l,OGO to 10,000, 15,000 dollar loans. So that actually is working at a bigger
| scale than many of the other organizations that we looked at.

In Malawi, we looked at the small agricultural credit agency, that’s based
in lh:e Ministry of Agric’u!lﬂrc. It’s ran out of the Ministry of Agriculture at
“the time thal we were studying it. 1t has however been tumed into a parastatal
agency at the nioment, which is (o move (0 a private sector-slatus, but the
World Bank has helped to restructure that agency, and it's come out of the
Ministry of Agricultuie, and is now called the Malawian Rural Finance
Conmpany, 1 think. It's basically being moved into the market. It works with
groups of farmers providing them with scasonal credit largely for them to use
_for growing maize, sometimes for growing tobacco. We also looked at The
Malawi MUDZ{ Fund, the MMF, which is an IFAD-sponsored attempt to
replicate the Grameen Bank in Africa.- Explicitly IFAD chose Malawi and
chose parts of Malawi because of the dense population and tried to reproduce
the Grameen Bank, because it believed that southern Malawi was the part of
Africa that was most similar to Bangladesh in terms of a number of structural
features.

Finally in Sri Lanka, we looked at & cooperative savings and credit scheme,
a credit union type association, the Federation of Thrift and Credit Societies,



known by the Sinhatese acronym of SANASA. We were also going to look
at the regional rural development banks in Sri Lanka, which are partly
governnment owried, partly private sector owned. But the central bank got rather
worried about the way they were performing, and it didn’t want anybody
loocking too closely, at how well they were funcltioning. And so we were
denied permission af the last minute to look at those.

Most of the schemes that we were looking at, with the exception of KIISP,
had an initial reputation, at least, or had some reputation for being relatively
successful. But we took a sort of a selection of schemes, when we were
making our selections from secondary data, that had reputations for being
successful.  But we were particularly interested in looking at relatively
successful schemes to see if we could work out what common things are there
in these successful schemes.

One final thing before 1 move on from these schemes and something that
we've written about it in other paits of the book that we’ve produced, one of
the problems of studying qunlc a lot of these schemes is that like many
successful private scclor organizations according to what management writers
such as Peters and Waterman tell us, they have developed organizational myths.
And certainly the Bangladeshi organizations, BRAC and the Grameen Bank,
certainly B.anCOSol, BRI, K-REP and SANASA as part of their management
strategy you inight say, they have a strategy of developing their organizational
myth. It’s very effective for them. It's much easier to negotiate with donors
if you have a reputation for being a high performing organization. 1t’s much
easier to recruit staff if you have a reputation for being an organization that’s
working well. And I think many private sector companies have been identified
as trying to develop that image of themselves as an effective company, a good
place to work, and certainly these organizalions have been involved in that.
And that does make it difficult at times to separate the orgénizationa‘l myth
from the feality of what's actually happening in the field. Many people when
you talk to them about the organization, they initially tell you the organizational
myth, and it’s only as you proceed on that you begin to sce how things are
much more complicated. Quite often the organizational myth is a significant



eleiment of the truth, but il is a distillation of the truth. It's not representing
all that is happening there.

We got.a whole set of findings about how to design schemes more
‘effectively, and it’s probably worth briefly mentioning those before I really
. focus in on poverty. We cerlainly found out that it was necessary, as other
writers have found out, if you want to work with poor people, to move to
mobile banking approaches. But it's much more difficult to make these
schemes operate effectively if people have a conventional banking approach,
and if staff sit in an office and wait for people to come to them. A common
feature of all of these schemes and why they worked was because the bankers
went out. ~ They got the mud on their boots. They got dirty. They met the
clients in the village or in the field. So certainly mobile banking was a feature
of all of the successful schemes. Conventional banking approaches were not
- appropriate.

 We certainly found that nlarkqt—rclalcd interest rates were a common
feature of the relative effectiveness of these schemes, and that market-related

interest rales were desirable. ' That doesn’t mean lhal these schemes were
| actually moving to full market-related rates, but it does mean that many of
~ them ccrl'uniy had interest rates that were well above the rates which
govermnent schemes and more charitably oriented NGOs were trying to adopt.
-~ And that worked relatively effectively. It meant they could cover their costs,
and so expand more rapidly, and it also tended to help to screen out people
who were looking for free gifts, for loans that could be writien off. It helped
to narrow out that problem.: '

We found that a whole set of incentives to repay could be built into these
schemes; And schemes that have got incentives to repay for borrowers and

also for field staff tend to be able to function more effectively. But that if
there are incentives for borrowers to repay, such as they get bonuses if they
stick to their schcclﬁlc, if there are incentives to staff, such as they have a
performance-related pay element, then that was certainly associated with making
schemes more effective. But I will return to that a Lide bit later on because
that has implications for whose schemes it worked with, and for the types of



poor people that it worked with. .
| And finally, we found the very significant importance of savings. The
schemes that are involved in savings seemed to derive beiiefits from that, both
in terms of gelting access to finance that they can re-lend, but also in knowing
more about the people that they are working with. If they can get savings
from people, it can help to strengthen the discipline of those who are gelting
the loans. Might be some lessons for Japan, in fact, for some of your present
~ problems with some of these loans that seem to be going badly wrong in the
housing sector; about maybe getting people lo put some money up front and
show that they have financial discipline before one commits oneself.

Let’s switch then into poverty, and talk just a little bit about poverty before
I look at the schemes. Because the idea that one has, the concept of poverty
that one brings to looking at these schemes, is very important. The way in
which different agencies conceplualize poverly leads to them designing schemes
- in quite different ways; it leads to quite different emphases in the types of |
schemes, and the types of institutions that they try to create. Also for
rescarchers such as ourselves, we realize that the way that we conceplualize 5
poverty tends to produce the types of answers that we’ll get back, so that we
needed to think quite carcfully about what we were looking at when we were
trying to look at poverty impacts. -

Now, one could talk for hours about the definition of poverty, and ideas
about poverly because, obviously, it’s a very contested idea. But I'll just talk
briefly about the main ideas that helped to inform us and get us thinking about
what we’re doing.

The most common idea that informs what most agencies and what most
people think they’re doing when they talk about reducing poverty are relatively
simple ideas, about defining poverty lines for households, sometimes for
individuals, more commonty for houscholds, and then about trying to work out
how you might create an institution or create a program that will push
houscholds above the poverty line. And so this was certainly a model that
we used. This was the model that we found that most donor agencies, and
most agencies implementing these types of programs were using when they
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talked aboul poverty alleviation. They were trying to find households who had
incomes below the nationally defined poverty lines. And they were judging
their success or designing their programs so that most houscholds would, over
a period of time, be pushed above thal poverty line. This was a sort of key
idea based upon notions of income poverty, that poverly is basically...well that
- you can use income as some form of surcogate for poverty.

This has got a number of advantages to it. [t's relatively Siihple. IUs a
relatively simple model, which is always useful. It’s also one that we wanted
10 use because it’s one that policy makers use. And so we wanted to look at
these schemes in terms of the ideas that policy makers use, because we were
keen to influence them. Tt was used extensively by the agencies that we were
working with. And it allows one to look in terms of counting the number of

“houscholds that have gmdualed above the poverty line, or perhaps looking at

the poverty gap at some stages, secing whether you're managing 10 move
‘househelds a little bit closer to the line, whether yow're reducing the sort of
the size of the poverty gap. It allows one to try and measure that. .

It has, however, a number of problems to it, which is certainly worth
~mentioning, Some of these maybe aren’t of great significance, some of them
are more significant. 1 mean écrlainly one of the assunptions underlying this
is that, levels of household income, first of all; that they reflect welfare within
the houschold. But of course, there are differential distributions of income and
resources within the household, and so a household may increase its income,
may go past the poverly line, but, for example, the female members of the
household may not be gelting access to that additional resource. So it may
" not be showing what’s happening to all of the people concerned. It assumes
. that in'cdmc_is directly related to levels of welfare, and clearly, low levels of
' inéomc are associated commonly with very low levels of welfare. One cannot
.- guarantee, that income is converted into welfare improvements for the
houschold. 1t can actually even sometimes lead to problems; gambling, greater
use of alcohol, or whatever. So one has got to have that sort of assumption
behind it,

There are a number of problems with regard to actually sctling it, that is,
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the actual setting of the poverty line, the definition of it. ‘No doubt many of
you arc ‘much more aware. You’re probably involved in it more than I've
been involved. The setting of poverty lines is quite a difficult task. What
you define as going into the minimum basket that a houschold needs, leads
us into inevitable debates aboul absolute poverty and relative poverty. The
actual setting of these lines is problematic.

We cerlainly found this in Indonesia where the poverty line, certainly in
our judgemicnt, hadn’t been inflated sufficiently over the years. And so in fact,
relatively small numbers of households were appearing to have poverty
problems.” But that was because the line hadn’t been inflated, and people were
passing it esscntially beccause il was staying static al a time inflation had
occurred.  So in Indonesia, certainly my colleague Paul Mosley who worked
there, had to constiuct what we believed to be a more effective poverty line.

Two other points to note about 'lhis. One is that this sort of idea, waybe
it shouldn’t do it, but this sort of idea does seem to do it. It tends to create
1he idea that poverty reduction is something that’s irreversible.  And this
certainly informed many of the agencies and many of the donors whom we
talked with; that households have an income below the poverty line, and if
you have an effective intervention in micro-finance, then this will lead to their
mcome géing above the poverty line, and then they’re not poor any more. But
it tends to have this notion of irreversibility. - It tends to make one relax too
much, or not look at the complexily of household income, and the fact that,
yes, incomes can go up, but they can also go down afierwards. There is no
inevitability that they will stay at that level. Oue is not in a situation of secure
employment in an organization where once you reach a certain level of pay,
your pay will continue to go up. Generally, this is assuming self-enterprise,
self-cmployinent, and that is not guaranteed to produce steady flows of income
in the future. So that ireeversibility is certainly one thing which needs to be
noted.

And the second one is that this type of approach tends to lead to what
we call promotional strategics. [Il puts] an emphasis on promotional strategics.
It means that when people look at the finance, they say how can we use finance
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so that it boosts income in the future? And thal’'s one way of potentially
reducing levels of poverty, but it’s not the only way. But it tends to lead to
this promotional strategy.
 To illustrate the promotional sirategy, probably the best example of that
is something like the Grameen Bank. Professor Yunus of the Grameen Bank
has been quoted many times explaining that what the Grameen Bank is trying
to do is look at people who've got low incomes, give them credit, credit is
invested, investment gives more income, more credit, more investment, more
income. And this idea that we're in a virtuous circle and this is what one
gets with the idea that underpins what a lot of agencies claim to be doing and
what a lot of donors think is happening; that we’re ‘somehiow in a virtuous
“girele. And that as incoine increases, inveslment can increase, and that leads
to a higher return, and that we move up this progressive line. That’s one idea.
Making things a little bit more complicated and using ideas that Robert
Chambers has worked on extensively at Sussex, then on¢ can also see poverty
not simply as being below the poveity line, but poverty as being related to
vulnerability. And this idea has often been dcveloped,'because people who've
worked very closcly' with poor people, when they try to help them, or try o
‘learn from them what the main problem is about being poor, they find that
the main: problem that people identify about being poor is not necessarily that
=thcy live below the poverty line. Yes, in ihcory, the houschold can’t survive
below the poverty line according to its statistical definition. But many poor
households have coping strategies, can cope with living below the poverly line.
Instead, what those rescarchers and anthropologists have found is whal
hiouscholds are worried about is that there could be a sudden vast downtuen
“in income and levels of consumption. And we can cope wilh being at our
present level of poverly. I may be below the poverty line, but we can cope
wilh that. What we are worried about is that very suddenly we think our
consumption levels and our income could disappear. It's very insecure. It’s
very vulnerable the way that we make our livelihood. And that is the main
problem that people present; that constunption levels, income levels could drop
very dramatically. And when one looks at this then, I mean there is now lots
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of work, particularly from rural -areas, and most of the schemes that we were
looking at were operating in rural areas, indicating that fluctuating levels of
welfare, Aluctuating levels of income, fluctuating levels of consumption are part
of the everyday life of the houschalds that these schemes are trying to help.

These things fluctuate seasonally. Most of the countries in which we
looked have hungry seasons, and seasons when things are relatively o.k. Just
after the harvest, one inay find that not many houscholds are actually suffering
from food deficit, particularly that welfare problems are not particularly high.
Just before the harvest, when the rains have come, when there’s no money,
when the children are sick, when the food supplies are gone, then levels of
living may be very, very low. They fluctnate with contingencies. If a
houschold member is sick, il a key asset is stolen, if a buffalo dies, if a cow
dies, then that could have a dramatic impact on the position of the lamily.
But depending on the composition of the houschold, then houscholds would
be more or less vulnerable. '

If you take this sort of idea, then you can get a quite different idea about
what you might try to do to reduce vulnerability, and there are quite different
cohcepls of the way in which one might try to intervene in financial systems.
One might tey to be concerned about dampening down the fluctuations. It
woutd be nice if one could get incomes above the 'poverty line, but an
alternative goal would be to try and dampen down the oscillations, so that the
troughs are not as deep. And people are still then may have [regular] levels
of income wh'ich, we may assume, meet the levels of welfare. Which mean
that they are facing severe problems, but if you can dampen down those
oscillations, then that would be a contribution to poverty reduction. And if
one lakes thal sort of approach, then one could have this idea where there
would be an effective intervention. The houschold is not permanently
graduating above the poverly line. It doesn’t graduate permanently out of
poverty. But it does not suffer from the intense troughs, which many poor
people identify as their major problem, the insccurity of their position. And
if you take this type of approach, then rather than emphasizing promotional
approaches, you're likely to move to protectional approaches; to tiy and say,



- are there ways in which we can dcsign institutions which help people to store
their cash, 10 conserve resources and cash, to create something that they can
fall back on if things go wrong, some additional resource, some additional
entitlement that will help them? We also used this approach. We tended to
use this much more qualitatively in our research because to ‘get this type of
data on fluctuations then you nced very detailed time scries information, very
detailed work and vast resources and very complex methodologies, and that
was beyond the relatively small research grants that we had.
~ Finally, we also did some qualitative work that looks at poverty as a much
‘more holistic thing. But both of these can be accused, 1 suppose, of being
quite economistic and concentrating on income. But we collected qualitative
data that moved beyond the material.focus to try and find out whether these
schemes, as some of the proponcnts say, also change social perceptions and
social relations. Do they reduce social isolation? Do they allow people to
'gcl wider sets of social networks? Do they reduce social inferiority and
personal perceptions of social inferiority, or perhaps give people back their
dignity? Do they hefp people who are mentally disabled or physically disabled,
people who’ve have got some particular impedinient like that? So we di_d look
© at these questions, though we looked at those particularly with rcgar'd:lo
‘Bangladesh and Sri Lanka. I think we were most effective there.
0K, let’s 2o now quite quickly into a number of key questions and what
~the answers were for our study. The first key question from what we’ve been
looking at here would be, do these micro-finance instilutions improve the
incomes of poor people? ‘The picture that we got out of this was a complex
- one, but one that was certainly positive. We found that there were very great
differences between the impact on incomes of these schemes. To make the
schemes comparable, the loans that we tried 10 look at wherever possible, were
loans that operate for a period of twelve months. We tried to identify people
having their first loans and people having their third loans, what type of impact
on income they associated with the loan.  This was done by a recall
methodology, a methodology which has many problems. But it was done in
a very detailed way, a very detaited interview, and sometimes a second
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interview to (ry and construct the nature of household income over the period
of a year. _

We found very coniplex picture with some schemes actually, all schemes
indicating on average, a positive impact on income. There were no schemes
where we found it to be associated with significant declines in income. But
they range from relatively small increases; [for example] for the Bangladesh
Rural Advancement Commillee for people who'd had one loan, then we only
recorded just over something like one percent increasés in income. And given

“the difficulty with our statistics, that needs to be treated simply as an indication

that incomes are not probably declining, but incomes for first time borrowers
are staying around about the same level on our sample. To SANASA in the
Kurunegala area;, a quite dynamic part of Sri Lanka, reports of 26% increase
in income, quite significant reports on-increases in income,

So there were evidence of increase, but certainly not on the scales which
many of the organizations have claimed. Some of these organizations have
claimed that there are regularly 30%, 40%, 50% increases in income of
borrowers, and that that can be cumulative, that you get massive increases in
income. We found really no evidence of massive increases in iﬁcomc. |
Generally evidence thal, yes, these schemes were associated with income
increases, the types of activities they've been used for, for the majority of
households, had helped them to increase what was happening, Certainly, all
of the schemes we looked at with the exception of the Kenya Industrial Estates,
helped some people. We could identify cases where people had, during the
period of a loan, transferred their income to an income that was from below
the poverly line to above the poverty line, though the scale of this varied
significantly. For the Bank Rakjat Indonesia, for its Unit Desas schemes, the
estimates of that were perhaps of 40,000 to 50,000 people a year taking loans
from Bank Rakjat Indonesia becoming graduates above the poverty line, But
that’s operating on & vast scale with several million borrowers every year. For
SANASA in Sri Lanka, probably somewhere between 20,000 to 30,0600. But

- that’s working with perhaps 600,000 borrowers, so outreach on those schemies
working is quite high. With the African schemes, their outreach was generally



much lower, only working with tens of thousands of borrowers, so the actual
numbers of people in terms of this idea of pushing people above the poveity
line is relatively small pumbers. And in terms of nationat levels of poverly,
not likely to make a significant difference in the levels of poverty in a nation,
because graduating a few hundred or a few thousand people was unlikely to
make a significant contribution to the overall levels of the millions of people
that were in poverty there.
The most importanl finding though, was that these projects, the impact of
“the schemes seems (o be very deépendent upon the size of a borrower’s income.
Generally the size of a loan is commonly associated, or is closely correlated
with the size of borrower’s income. And we found that in a way these
schemes, somewhat like the green revolulion, 1 suppose, are not scale neutral,
“but they are likely to have differential impacts on different income groups.
[Slide presentation begins.]
Basically what this diagram does is to plot for several of the schemes

‘that we looked al, what the average borrower houschoid income is in terms
of the national poverty line. So the 100% mark here, this gives us the poverty
“line,. and it shows us whether the average borrower 'fo_r the samples that we
were Iooking;ai, whether they were below the povertly line or above the poverly
Tine. And then it gives us the mecan increase in borrower household income
over the period of a year, during the course of an income generating loan. And
essentially the picture that comes out of this is that those schemes that work
with quite mixed groups of borrowers, and that have many non-poor borrowers,
and only small numbers of poor borrowers, that they seem to be associated
with much higher levels of increased income. Those schemes thal managed
to target poor people, such as the Bangladesh Rural Advancement Committee,
~ such as TRDEP, that those schemes that work almost exclusively with people |
who are below the poverty line, the increases in income that are reported are
at somewhat lower levels. TRDEP; it’s actually, if you notice, very close to
the line. Pcople who are doing well with TRDEP, with their third loans are
: people whose incomes are actually above the poverly line. TRDEP actually
encouraged borrowers to borrow on a family basis, so that four or five people



would borrow together, and they could actually pool their loan. So many of
the TRDEP loaas, allhough they were to houses around the poverly line, they
were quite large loans, because people pooled them. Four or five people would
get the loan, but then the household head or the patriarch would collect the
loans and could move inle a larger type of aclivily, perhaps, with that. But
that sort of picture emerged.

Just to show you another slide which uses the same sort of data. When
we plotted...this is again the average impact on income of a loan against the
percentage of borrowers that are below the poverty line for the samples that
we worked with. Then again we found a similar relationship, the higher the
percentage of borrowers who are below the poverty line, the lower the reported
increases in income are.  [In those] schemes that worked with mixes of non-
poor and poor people, the average levels of income are much lligher.

My colicague, Paul Mosley, managed to break dowa for a number of the
schemes that we were working with..for the scheme, what was happening to
a selection of the households that we looked at...this one is BancoSol, this i_s
Indonesia, BKK, and KURK, the provincial development banks plotted together.
This is the Malawi Small Agricultural Credit Agency. This is the Malawi
MUDZI Fund. This onc here is K-REP. _ -

For those schemes we were able to extract the data. We hadn’t anticipated
this pattern coming ow, so it wasa’t something that we had actually designed
our initial analysis for, but when we found the way the average figures were
coming out, we decided to desegregate wherever we could gel back to the
original questionnaires again, and basically draw in the schemes, although the
curves were somewhat different, then we found the plots followed this sort of
line, generally with wealthicr borrowers tending to repert much larger increases
in income when we looked at them, and basically with poorer borrowers having
much lower levels of income reported when we descgregated the data in that
way.

The obvious thing that this leads one to ask is, why should this be the
case? Why should poor people not do as welt as non-poor people? Why
should those who are above the poverty line be doing much better than those
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that arc below the poverty line, when in fact, many of these schemes have
proclaimed that working with poor people, you get much more dynamism, you
are much more likely to get your loans repaid than with the non-poor?

Of this set of theoretical reasons thal one can pull out as to why this
happens, the size of the loan obviously is very impertant. And péople who
" have low incomes then, partly by their own choice, partly by the choice of
the agencies they work with, are given smaller loans. But if you have a very
small loan, then the choice of invesiments you have is very small. If you
have a larger loan, then there are perhaps technological options that you can
think about, about changing the technology, or the machinery that you use,
about changing the scale of the puichases that you’re involved in, and you have
a whole set’of options that you may be involved in. And this certainly,
particularly in Bangladesh but also in the Kenyan case studies and the
Malawian case studies, where we were looking at schemes modeled on the
Grameen Bank. When we did our qualitative work with borrowers and asked
them what they wanted from the agency, almost always they said, what we
want is different types of activity. The way that we choose our investments
is basically by copying what other poor people like us arc doing. We husk
rice, we get involved in making rice cakes, ‘making puficd maize or whatever
else, in food processing, in 'pétls' trading, but all we can do is do what
- everybody clse'in the village does. And, obviously, the economists could take
that through the lines of arguments about new entranis going into pretly
“saturated markets.  But there isn’t a great deal of value added by manually
“husking rice in Bangladesh. Bul that's what many women do when they get
a Ioalj. It adds to their income, or it may even perhaps help to stabilize it to
a degree.  But it doesn’t lead to something that you can make a lot more
income out of, and it’s not something that you can move from step to step

on. It niay allow you to have a small increasce in your income, but then, there's
" no technical development that is within your grasp to move onto with that.
So there is certainly reasons about the size of loans, and the fact that for many
of these schemes when they work with poor people, at best, it’s !ike.ly to be
one step up. People who cannot copy their ncighbors, poor ncighbors at
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present, can then copy their poor neighbors. But what you do afterwards, well
thosc options aren’t open.

When you move into people who’ve got much higher levels of income,
then in fact, there are opporlunities to move into tofally new technologies,
totally new types of activity. There's also actually self-perceptions of risk in
that. J.D. von Pischke has [noted] that although many of these agencies have
successfully encouraged poor people to take on loans, poor people still remain
guite’ frightencd about taking on loans. There are consequences to taking on
loans. Von Pischke has written about the idea that rather than calling it credit,
we should call it debt. When you think of the question, do you like to get
poor people into debt, then this perhaps gives one a more correct appraisal of
the way that poor people certainly think about loans and about taking on further
loans. Because when you take on loans, yoil take on obligations, Obligations
mean risk. And people with very low income in vulnerable positions, may
not want to take on additional risk because they have no fallback. People who
already have some assets, well yes, if it goes wrong, it may be very bad, but
they can cope withoul moving into not being able to feed their family, not
being able to wait until the next crop. And so there are ideas about taking
on additional risk.

There is also a whole sct of social factors related to economic operations.
But poor people don’t have contacts. ‘They don’t have networks. They don’t
necessarily know how to get beyond the local market into the market that is
in the next rural center. They don’t know how to get information. They just
don’t have the networks that will allow one to do that.

The implichtions of ‘this, if we’re right, [ think, are pretty significant,
because it does tend to suggest that the more schemes concentrate on very poor
people, the less likely they are to give the sorts, if they're honest, of returns
and impacts which donors are likely to be looking for; looking for relatively
big increases in income, looking for large numbers of people crossing the
poveriy line. In fact, one of the implications of all this, and we think that
this implication is actually fceding into management practices in many of these
schemes, is that it will encourage schemes, perhaps to try and, if they're



sticking to their criteria, to try and get borrowers who are just below the
poverly ling, because they've got the shortest step. And amongst podr people,
those who are just below the poverty line are more likely to be able to do
something than those who are deeply below the poverly line, those whose
poverly is more intense, if we use that sort of idea.

The final implication is that this escalator of enterprise idea, this sort of
Henry Ford idea for the poor, that every poor person is a small entrepreneur
who, once they get credit, can move into this virtuous circle of constantly being
able to rcinvest and to increase their income, that certainly does not seem
appropriate. You can improve the incomes of many poor people, as that bottom
end of our diagram would show, but these are small increases in income. That
is significant. That is valuable. But it is not the miracle which is sometimes
presented, this process, that then becomes self-sustaining.

Moving onto the second idea that we had about poverly. Do these
schemes help o reduce vulnerability? Bul if we take a look at the idea of

~vulnerability, do they reduce vulnerability? Do they help poor familics to avoid

or to cope with, sudden downturns in income, or sudden increases in
~expenditure; the illness of a family member, 'p:iying medical expenses, a crop
failure, being involved in a (lowry payment. Does it help them to cope with
this? o '

Overall we found that the schemes we locked at, especially those
emphasiz'ing credit, and those schemes modeted on the Grameen Bank, that
lﬁo_sc_ that emphasized a promotional approach, that they were not particularly
successful in reducing vulnerability. ~Those that were much more concerned
about savings, in following through the theoretical ideas, did offer the
'opporlunily for storage and for taking moncy out of storage with some integest
on it when something goes wrong, and we did find that borrowers reported
that those types of schemes were much more effective in helping them be less
vuinerable.

In terms of vulnerabilily, we actually looked at it in terms of three nwain

~ different ways. Some Bangladeshi academics, Rahman and Hossain, have
talked about what they call downward mobility pressures, that you can see



vulnerability in terms of downward mobility, and pressures that are likely to
make houscholds move downwards in terms of their socio-economic position.

The first of those are actual structural factors; the structure of employment,
the structure of demand for the products produced by poor people, seasonality,
and how that fits into the local economy. And we found very limited
information that these schemes had managed to impact upon demand for labor,
or to overcoine problems of scasonality, to somehow produce new products or
get people into producing products that there was greater demand for. [ think
there’s a lot more work probably for labor economists to look at here, because
if you are given the evidence that we had doubt about ioans having an impact,
one would probably want to concentrate on bigger borrowers, on people who
are noit-poor.

But esscntially, with poorer borrowers, a small amount of additional
houschold labor is important(?), somelimes a bigger amount of household labor.
But essentially working days are added to gain a small amount of additional
fncome. It wasn'l crealing employinent more widely, that people who had no
eniployment or very undcremp:loycd could move into. So in terms of the
structural factors there is really relatively little. '

The other set of factors that can lead to downward mobility are, crisis and
contingency.. One could see ways, | mean, these schemes could maybe help
to reduce vulnerability if they increase the assets of poor people, but if there's
an increase in assets, then that gives you more to sell, more to mortgage, more
opportunities to get involved in some sort of transaction of that sort. But again,
from the actual data that we gol, the increase in the asscts of relatively poor
houscholds was relatively small.. But I must confess we had great difficulties
in trying to work this out, because the basic asset that one has to try and value
for poor households is their homestead plot and their house. And the evaluation
of housing anywhere in the world is more of an att than a science. Bul when
you're in a remote part of Bangladesh, looking at a poorly thatched roof, and
bamboo walls, it's very difficelt. But basically we found with poorer people
hardly any cxamples in which you could see a significant increase in their asset
associated with their loan, such as conversion from a grass 1oof or raffier roof
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into an iron roof; something that would show a significant increase. So we
didn’t trace that out.

Another way that it might impact on reducing crisis in contingency is if
it could get people into technologies, if it could finance technologies or finance
activities that are less risky, so that people are now able to make their income,
that they're doing it from things that are less risky, than what they were doing
it from before. But in fact, that would be arguing against the usual logic of
investment, and we found that if anything, the evidence ffom our sample was
that, no, when houscholds take loans on, then they are probably increasing the
risk of a dramatic downturn in their income. They're probably going to
increase the likelihood of, perhaps taking on a loan, something going wrong,
and having to deal with that problem. Now, certainly many of the Grameen
Bank schemes, they did have insurance mechanisms which were good, so that
if pecople took a cow, and that cow died, then there was some insurance
“mechanism that would allow them a premium, within the premiums that they

were paying for their oans, that would allow them to repay that particular
disaster. But there were certainly also evidence of borrowers gelling into
- trouble by taking on loans. : | :

~Examples of that were cerlainly in BancoSel, looking at BancoSol in
Bolivia. Theé staff of BancoSol when we talked with them, prelty uniformly
reckoned that first-time borrowers, there’s something like a 10-15%, what you
might call bankrupicy, in first-lime borrowers. And those people generally are
put under soctal pressure. Only a small proportion of those defaults, because
the - social prbssurc of being'i'n a group lcads to people finding ways of
'rcp:fcying. But for those houscholds, they disappear out of being a borrower,
but they are probably now in a reduced asset, mor¢ vulnerable position because
:of that. . .
With the Grameen Bank, probably a very big hole in our study, something
which we should have thought about, but with the wisdom of hindsight, you
always know what you shoutd have done when you're in the field.  We focused
our altention almost exclusively on people who were just about to get loans,
- had had one loan or hiad had three loans. Those who were about to get loans,



we regarded as our control group. Those who did the first loan were first-time
borrowers, those with the third loan were...we were looking for some
cumulative impact.

We should have also identified a group of people who've had a loan and
don’t want another one, and try 1o find out a lot more about why people drop
out. When we look at the Grameen Bank, it’s something like 15% to 16% a
year of Gramecn Bank members drop out. That’s 300,000 people a year. Now
that could be just natural wastage, people losing interest, moving out; there
are other reasons. But it could also be that there's a very large group of people
who screw up the first time around and that our sample and the samples of
others who've studied the Grameen Bank, yet we focus on those that it’s
working for, and we lend to systematically exclude those who have actually
increased their levels of risk and who’ve encountered problems with that. And
certainly just at the end of our sludies in Bangladesh when we began 1o look
at lhis, we found evidence in BRAC and in Grameen Bank, of people being
forced to repay loans and dropping out of groups, but doing it under social
‘(hreat, that other members of their group would sociatly exclude them or would
punish them in some way or other. _ ' ‘

Also, with the Bangladesh Rural Advancement Commmiltee, they had tiied
to get members into new technologies, particularly into deep tube-wells, getting
large group loans, so that people could fap into deep water, could get deep
tube-wells, and in a way, could control a new resource, and could move into
a tolally new aclivity. But those schemes have actually been disastrous for
both organizations, and certainly the recent studies indicate that borrowers will
have to pay back deep tubc-well loans ‘out of other sources of income, that
they require subsidies from other activities, but they will not be able to pay
them out of the deep tube-well loans because of a number of technical and
managerial problems.

We did find that those schemes that offer savings facililies, those storage
facilitics were reporled on by poorer borrowers as being very important, that
people placed a very high value on easy access to savings. They weren’t
particularly ‘worried about interest rates. - If they gol some interest, then that



was nice. But being able to safely store resources, taking it, in a way, out of
temptations way, so it’s not within the houschold, so that people can’t actually
knock outside of your household and say, “lend me a 100 taka”, “lend me 200
taka,” but putting it somewhere where you've got at least one mechanism
defense to say “no, we haven’t got it in the house”. That allowed people to
store money, and then at timics they could get access to that.

Problematic were both the Grameen Bank and BRAC. They take savings
but the savings are non-accessible. At the end of last year, a number of
Grameen Bank borrowers went on strike. They refused to take loans with the
Grameen Bank unless they were given access to their savings. And although
in theory, there is some access after several years, the Grameen Bank's field
stalf emphasize loans. They’re not interested in giving people access to
savings. They are not rewarded for, in terms of their personal compensation
reward schemes, for doing that. So although in theory, people get access to
savings, in practice, when we lalked to villagers, they said, no, we have to
leave. We can only get those savings if we leave, if we resign from our

membership. | - o |

“Finally zﬁn(i interestingly, with regard to these sort of coping with contingency,
we found in the thrift and credit cooperatives, from the late 80°s onward there
:had been a type of loan that we haven’t approached initially, we hadn’t
conceptualized for reducing poverty. But the thrift and credits had gone in for
~what they called instant loans, basically consumption loans. Now, consumption
loans, according to the sort of standard or dominant concept of poverty, the
promotional idea. Is that consumption loans are evil? You must only lend. for
1)fodt:clio:|? 1f you lend for production, people can increase their income, and
thcy can pay you back. If you lend for consumption, according to those arguments,
then, how can people repay you? It's not going into income generation, But
what we found with regard to SANASA was they’d moved into these instant
loans, and that these were basically used for consumption.

Essentially what these were was that members, basically poorer members
because these loans were very smatl; 500 rupees or 1,000 rupees, could get a
loan within 24 hours if they went to the chairman of the primary cooperative
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and negotiated it. The interest rate was very high. Whereas for investment
loans that would take four to eight weeks to organize, they were paying 24%
per annum. For an instant loan, you paid a flat five percent per monlh,: and
usually you were meant to return it within a month. But the interest rate, by
the time you accumulate it, is up towards 70 percent or more. So it's actually
a much more expensive loan than the slandard loans, but it’s for small amounts.
And basically, these were reported to be very beneficial by poor people.
Basically, in terims of Dreze and Sen’s analysis, they created one more
entitlement to cope with valnerability in a downturn.  But when something went
wrong, well, there were a variety of things you could do. You could sell your
wife's gold bangle or pawn that. You could morigage your land. You could
mortgage your crop. You could mortgage your labor in the future. You could
go to a trader and work out something; you give me one bag of rice, I'll give
you two bags of ricc. They gave one additional thing.

You could go to your primary cooperative, and get a very small amount
of money, but something that might allow you to tide yourself over, so that
you could ‘fe_cd the family for a week, two weeks, and then work outl some
way of coping with it. Many of the poorer people interviewed [were] with
SANASA and reported that, yes, they were high cosl, but these were very
useful, Because if you got involved in a mortgage (ransaction, mortgaging
labor, mortgaging land, mortgaging your crop, then you knew that you were
in deep trouble. You were losing a major part of your productivity in (he
future. A 5% charge per month was perceived as something that was
manageable, something that people could cope with, something that was likely
to be less damaging in the future to the household income. And also in a
number of cases, these things were used in a way for income generation. But
when there was a micro levet distress sale, then it meant that poor people could
get involved in distress sales, because they could get an instant loan rather than
it only being people who've got capital and they’re able to plug into that.

We certainly felt that these types of consumption loans merited much more
examination, because they cerlainly appeared lo meet the needs of poorer
people.



Finally, in terms of life cycle factors, which is the other one, we just found
that too complicited to work out what the impacts were in terms of life cycle
factors. _

The final arca was in terms of this more holistic form of deprivation, other
forms of deprivation, nen-matertal aspects, whether, pacticutarly where there
is group formation, people are less iso!atcd,' feel less powerless, whether they
are able to improve their social status. This was particularly important, so we
looked at this in terms of gender relations, in terms of the very poorest people
operating in schemes, and in terms of the disabled, the old and the infiom.

In terms of gender, are incquitable social relations improved when women
get involved in these schemes? Obviously with the Grameen Bank, with
BRAC, with many of thes¢ schemes, you've got very high levels of female
participation; almost exclusive female participation in Grameen Bank and in
the K-REP scheme. We found this very muddy water, and something that’s
. going to require further and much more detailed work, because we could
identify progressive change. - We could identify some ways in which these
- schemes lead to progressive change. But we could atso identify ways in which
“these schemes reinforced existing gender relations. So there was mixed pictures
coming out of our borrowers when we tatked with them about that, '

We looked p’arlicu'larly at this in Bangladesh and found two things
~happening on the gender front that were quite important. In terms of isolation,
and a lot of evidence that isolation has broken down, women were now able
o gather together, to meet in public, to exchange information, to talk. That
was pretty dramatic; thirty, forly women being able to get together, having a
- place, having that sort of position. That wouldn’t have happened before, that
wouldn’t have been possible. - But then, when we looked and when other
rcs_carchcrs from IDS-Sussex looked at how loans are used, we also found that
there were, for some schemes, and this was not particularly bad for the
Grameen Bank, it was worse for BRAC, but that there are signiﬁcant clements
of what you might call fronting up. That women are taking loans because
they've got preferential access. The agencies want women borrowers. -But
then thosc loans are actually significantly controlled or sometimes exclusively
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controlled by men. So in a way the woman is deoing the transaction, bul then
she has to pass it on, and has to take the risk and manage the loan for the
male. And so there are problems with that.

We also found, only, I think, two cases, but very wicked cases in the
Bangladeshi context, cases where officers working for Grameen Bank and
BRAC had gonc around to a father-in-law, and told the father-in-law, your
daughter-in-law is in arfears. And obviously in the sort of gender relations of
Bangladesh, that is likely to lead to brutality and embarrassment. which would
be imposed in traditional ways or existing ways, which is likely to be incredibly
negative, and incredibly belittling for the woman; [it’s] likely to disempower
those women concerned. '

In terms of the ultra-poor, those who are really marginal, those who’ve
got very limited incomes; unfortunately in our survey we didn’t go as decp
down in terms of desegregating the poor as we might have done. But we
certainly found that the ultra-poor, those without assets, those who are disabled,
those who are old, those who are infirm, then the schemes are not getling
through to them. And certainly in our estimate for the bottom :15-20% of the
rural socio-economic pyramid, perhaps mor¢ in some cases, the schemes are
not ‘geiting down to them. Schemes are being effective and they’re getling
through to poor people when they’re well-targeted. That hasp’t been achieved
before. But the impression they've created that they get right dowa, that they
can reach any poor houwschold, is an exaggeration.

There are a number of reasons for that. There is self-exclusion. Very
poor people, psychologically, their status is low. They do not sce themselves
as being poor. “They can see poor people as actually being a' different social
group than them. And the poor are not, as the models that undcrpin this tend
to see the poor as one group. The poor are prelty heterogencous. So self-
exclusion happens. Social exclusion happens. Bul poor people, distinguish
between [themselves). And they don’t want very poor people opcfalillg there.

And we also found that as schemes get bigger, patticularly Grameen Bank
and BRAC, but also now K-REP and BancoSol, as they professionalize their
staff, and as they begin to use incentives for staff; that the higher the levels of
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repayment, the higher levels of saving, and that will be reflected in your personal
salary, that that professionalization is tending to lead these schemes to work with
poor people rather than very poor people. This was evident in BRAC from the
data that we collected and then other consultants have confirmed. But if you
look at the average landholding of a new borrower for BRAC, over the last five
years, it keeps going up. This is because there are lots of poor people in
Bangladesh, and the BRAC offices are now getling people who are just below
the maximum criteria. And there are millions of poor people in Bangladesh to
work with like that. But they are not going for the more heterogeneous groups as
they did in the past when they would have had a mixture of land ownerships
there. A study by Rich Montgomery, the social anthropologist in the project, has
looked at some of the ways in which this happéned.

Last minute, then. What are the conclusions with this? The basic
conclusions that come out of this is that there’s actually an exaggeration, a
lot of kidding Qoing on. But somé donor agencies, particularly the World Bank,
are éxéggc_raling how dcepiy' these schemes go. The consultatlive group to assist
: the poorest says it has mechanisms to reach the poorest people in the world.
It doesn’t. It's got mechanisms that reach very-poor people who need
assistance, but if you’re looking at the destitute, those who regularly go to bed
hungry, then you will have to continue to look for new types of scheme(s).

- If you are in finance, then it may mean that you need to look for quite
different types of scheme(s).  You'll be looking for savings and consumption
loans, not necessarily focusing exclusively on income generating loans.  But
it also shows that within national povérly alleviation strategies, there remain a
significant 'nc:cd for faod for work programs, a sigaificant nced, potentially, for
“asset transfers, and employment guarantee schemes. These other types of
schemes should not be displaced by micro-finance schemes necessarily. So it
shows there’s a need to desegregate in micro-finance.

Pcrhzips whal we need is a second wave. We've had this first wave of
successful schemes, some of them based on the Grameen Bank, some of them
based on what has happened in Indonesia emphasizing savings more. But a first
wave of successful innovations for finance for the poor. But maybe we need a



second wave, if people are really going to sece if it’s possible to get financial
services that the poorest can work with. [ think that’s the main message that
cones oul.

I suppose that the stightly broader one is a inore politico-economic message
which is maybe just worth meationing. But we did end up asking ourselves, why
is it that donor agencics have emphasized these types of scheme(s) and arc
working with them? Essentially il is the pressure for sustainability, we perceive.
Bul donors are desperate to find sustainable answers to poverty. This may be
looking for the Holy Grail. 1t may be that there are no short-term, financially
viable answers to poveity. But some donors are so hooked into the idea of cost
recovery that they are focusing upon schemes that allow cost recovery polential.
And micro-finance schemes do allow interest charges. It is possible to try, and it
is possible to pretend that they will be sustainable. [ say pretend because the
only one of our schemes which had manageé to move into profitability was the
Bank Rakyat Indonesia. But that was based upon 25 years of evolution of
programs. It was based upon an infrastructure which was given free to it from a
failed scheme. It wasn’t five years or ten years of a plan.
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QUESTION & ANSWER SESSION

Moderator: Thank you very much;, David. Now I'd like to get questions
from our audience.

[A summary of the lecture in Japanese by the moderator.}
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QUESTION: 1 work for IFIC of JICA as a development planning specialist.
- have three or four questions pertaining to your presentation. Your presentation
was cxcellent. Thank you very much.

First, you mentioned the problem of the poorest of the poor, and I think
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that’s correct. Whalever we do, we cannot really approaéh to the poorest of
the poor, whether i’s a developing country or highly industrialized nations.
And here, when one talks about the subculture of the poor, or the poorest of
the poor such as avoidance of the risk and so forth, in my opinion, one is
compelled to include the psychological variables in defining poverty.  And
actually you referred to the nced for that kind of variable. It means that one
may be forced to redefine poverly with inclusion of psychological variable, such
as attitudinal or values, whatever. Then if one redefines poverty, one may be
able to cone up with a different interventions, including economic interventions.
I would like to know your opinion on this point.

The second question is related lo the variable called the social organiza-
tions. There arc socicties where there exists very slror\g family ties, commumity
tics and so forth, such as in Papua New Guinea. But in terms of crisis and
contingency, the existence of this kind of social organization could be very
positive. But at the same time, in terins of breaking down the norms of a
saciety, the so-called subculture of the poor, it could be negative, too.  'm -
just wondering if your rescarch has taken into consideration the impoitance of
these variables called the social organization, in your analysis.

The third question is related to the prevention versus treatment, in medical
terminology.  Your presentation has been focused upon, more or less, the
treatment side. But at the same time, you brought up the issue, such as
irreversibility of the poverty, and you have questioned about the validity of
the model. I'm j(lsl wondering if your research has also included the preventive
aspecl of poverty as opposed to the treatment.

Finally, the fourth question is related to the dillerence or similarity belween
- poverly in developing nations and poverly in highly industrialized nations, such
as Great Britain. For instance; you have never referred to the existing models
or experiences in the poverty subject of your home country. I'm just wondering
if it implies that there is a significant difference between poverly in developing
nations and poverty in the Great Britain, And if so, what would be the factors
or variables differentiating between the two? Thank you very much. These
are my questions. '
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Dr. Hulme: Thanks: That's quite an agenda. 1 think I've got some partial
answers to them, but probably not adequate on it,

Your first question was about psychological variables and how we
incorporate those into definitions of poverty. I think il is worth incorporating
those into definitions of poverty. But when you’re researching a specific policy
issue, you've got o make a cheice as to what methods you'Hl use, and whether
yow’'ll go with refatively small groups and highly qualitative, or try and go with
bigger groups and get some statistical information. We were trying to work
with groups for each organization of at least 150. Not something that we could
do statistical significance tests from, but at least so that we could infer that
we'd covered a fair number of people. But I think certainly if one takes a
qualitative approach, and I think that would an avenue for reinforcing it, for
extending some of the work that we’ve done, then one would want to gét niore
involved in these ideas of self-exclusion, the way in which self-image and also
ideas of diffcrent social groups within the poor, the way in which that may
discourage involvement and discourage aclivity. So [it is] desirable but the
problem, if one made it a pact of the definition of poverly, is that it would
probably then make it almost impossible to engage with policy makers who
~want slatistics. And we did want to engage in that. '

But jumping the gun a little bit, the follow-up work that we’ve done, and
I now have a colleague. in Bangladesh who is working on this, the interesting
thing that’s coming out of his work, not looking so much at instilutions, but
going around different houscholds, trying to identify very poor households, very
- vulnerable households, and talking with them aboul the lypes of services that
they want, then one moves actually into questioning whether...there may be a
fair bit of evidence suggesting that if you want to work with poor people, you
may {want to] put them together in a group. Because that allows you to get
~repayments, and it may create forms of social solidarily that may or may not
be useful, _ '

But actually, if you want to get very poor people invoived in finance, you
might need to return to working with individuals. Because for people who
are very poor, the social cohesion between that group may have been broken.



One of the reasons they may be very poor is because they don’t have very
many relatives, because they are actually not just poor economically, they’re
poor socially. They don’t have networks. Thercfore they are less able to join
groups. Interestingly, there are two organizations in Bangladesh working on
this; Bureau Tangail, an NGO, and 1 think the other one is called Federal Bank.
It's certainly not a registered bank, but I’ not quite sure what its status is.
But they’re trying to work with very poor people, going door to door, collecting
savings. Loans arc something which certainly people would have to save for
several years before they’d be able to access any form of loan. But basically,
door-to-door with individuals. Quite gifferent thain the model that’s sweeping
across Asia; the Grameen Bank model,

But it may be that if you're working with wealthy people, [then] do it on
fan] individual basis; they’ve got collateral. If youw're working with poor
people, then yes, maybe they're advantages to groups. If you want to work
with the very poor, then you may need to return to the individual. So 1 think
if one takes this psychological variable in, it may suggest that groups are not
the answer to all the problems of all poor people, because some very poor
people will not join groups, they will not have the social networks that allow
them to access the groups, and they may also be excluded. _

In terms of family networks and existing social organizalions, and the
impact of the schemes on these and whether these schemes, in a way, you
might say, substitute, and you have one existing sct of indigenous financial
mechanisms, you introduce these, and you say they’re having all these
marvelous impacts, but actually they're just substituting. So in fact, you’i’c
only got the same level of financial services, and you’ve displaced the
indigenouns with the exotic or the endogenous, whatever you want to call it.

We did try to look into this. And the best that I can say is that we got
impressions of what was happening, bul only impressions. In terms of family
networks, we found, certainly, in small scale group interviews and discussions
with poor, very poor peoplé, that when you talked with them, if they had a
problem, if they wanted a loan for a contingency puipose, then certainly they
gericrally regarded it as being best to go to relatives. If not relatives, then



good friends. If not them, then something else.  And then the SANASA
consumption loan would come in. But there were a variety of preferred
sources, and kith and kin were better, partly [ think because of the management
of risk; that you can reschedule with kith and kin.  Rescheduling with groups,
with agencies is more difficult, and so certainly kith and kin were still
important. The problem of course, with kith and kin, and particularly as you
get to poorer people, is the amounts that you can access (hrough them are very
small. There may actually be nothing available within the social network at
that parliéular time.

We found reporis, Sri Lanka particularly comes to mind on this, but also
in Malawi, people reporting that when they got loans, certainly when they were
using them for agriculture and petly trading and that, that they were in fact
displacing money lenders.: And the people, if they felt secure in the
organization, they would go to one of these agencies rather than a money
lender. In Puttalam, Sri Lanka, we certainly found cvidence of money lenders
~ threatening people with the SANASA group, saying if you join SANASA, you
 will never get a loan from me again. Aad following that up with very good
threats. “This coopchlivc has only been established for a year. | will be here
in thc_l‘uu‘ud Will they?" It’s clearly some traders, I said money lendess but
1 mean teaders. 1Cs traders that one is looking at, not money lenders, people
who lend rice and stuff like that. Somie of them certainly were threatencd. 1
sappose if you.pul that through an economic mode!, then you'd see that this
_is introducing competition, and this would mean they would lower their rsates,
but 'm still unsure of the cconomic analysis of these sorls of things. Because
certainly with the horrowers thal we worked with, they had ideas about whether
. dcals were good or bad. But these deals were so complicated. If you"re
mortgaging betel nuts in six months lime, you've gol to be quite sophisticated
“in financial terms to work out..If you get a bag of cice, if you mortgage the
crop from 12 betel nut trees that will be gathered in six month time, whal
your interest Tate is on that is something that you nced to be an invesiment
banker to work out with and you need to have a pretty sophisticated knowledge
of futures market in betel nuts to have any idea.
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One ‘of the interesting things that happened with regard to these existing
institutions was with regard to the Kenya Rural Enterprise program in Kenya.
We studicd the Juhudi scheme. That was basically their Grameen Bank replica.
They changed it a litle bit. -Rather than having thirty people in a group, they
put fifty people in a group, and they reduced the administrative costs and
aggregated things by having fifty people in. 1 visited them last October, and
found that their whole portfolio had changed. When we did the work on them
in 1993, they had just begun lo work with ROSCAS, you know, Rotating
Savings and Credit Associations, merry-go-rounds as they’re called in Kenya.

“You probably all know the sorts of schemes I'in talking about. Ten of us get
together, a dollar a week we pul in, one of us gets ten dollars that week or
whatever, and we just keep going around like that. They had begun instead to
try and work with those, to get existing groups, and to allow them to keep on
rotating, but also to put in sums of money from outside which the group would
then use to expand the level of its operations. In 1993, they were experi-
menting with that. When I went back last Oclober, thal program was now
four times l)iggcr than the Grameen Bank replica.  And when they move to

" bank stalus, that’s probably the program that they will be able to put before

the central bank that will show they have a viable portfolio. So that was
actually building on an cxisting institution. '
The only thing with that is that they’ve tended to concentrate and,
ROSCAS, you have at various levels. If you go to poor women, then they
do ROSCAS not with money, but with cups of rice. Each week we all save
up a cup of rice. We take it to our meeling. One of us gets all the cups of
rice, and so we can have a parly or a feast in our houschold that week. If
you go to traders, then traders are doing these, but it may be a thousand dollars
that they put on the table. Because of the move into this, the K-REP program
had moved away from poor people and people around the poverly line to
actually working with people quite often involved in medium scale trading.

And they were financing that. There was a niche in the market for that. But

they were moving away from the initial focus that they had.
Prevention and cure. Well, prevention, I think cssentially comes in some



ways into these proimotional activities, perhaps. Bul in terms of wider scale
prevention of poverty then, no, I don’t think we had anything to say with these
in these schemes other than one neceds to make sure that on¢ doesn’t let these
schemes displace other preventative approaches, particularly things like
employnent guarantee schemes for which we certainly have some evidence
suggesting that they can impact on labor markets in some contexts.
Differences or similarities between poverly in developing and developed
nations. There are some similarities certainly with SANASA in that in the
U.K., savings and loan cooperatives are actually being introduced into many
of the poor problem estates in urban arcas. But this was one of the strategics.
I did actvally have some exchanges of my Sri Lankan data with researchers
at the University of Shefficld who are working on those types of schemes.
The thing that actually came up to me that was actually not looking at
contemporary Britain, but looking back in a way at 19th century Britain, when -
our problems of poverty were intense, bul they were urban-based. And 1 did
wonder when you look at some of these potentially second wave progréms_ to
working with the poorcst people, whether in fact, they may not go along similar
lines (o what was the main, 1 sappose, financial innovation that went above
so_cial-nélworks'in 19th cenllti‘y Britain. And there were two, 1 think of those.
One was cssentially co'operatives and ROSCAS, penny clubs, in which
everybady saves a penny and you lry and accumulate it, and you keep it in a
small social network. But some of those were formally organized and became
in a way, luneral clubs or clubs at which people who had significant life crises
: or life evenls could get access by being a member, and were to pull in social
support. | _
- - And also just the, I suppose...this probably has lo do with my father being
at the end of an era in insurance. My father used to be a door-t16-door
insurance collector. But thai was in very low income areas of urban Britain,
in Merseyside. Once a week, you go around the door, you knock on the door,
and you get a very small amount of money. But it’s an insvrance product.
Alter maybe five or seven years of those very small amounts of money, then
you may have an asset that you could get a loan against, because you've got



some collateral. In fact, you're probably creating some sort of asset that would
certainly go on to the next generation.

It's not rapid poverly alleviation. Tt doesn’t get'rid of poverty in two or
three or four years. Bul maybe sonic agencies are pushing too hard, believing
that financial interventions can alleviate poverty. And maybe we should look
at them as just one part of the picture; an important part, because certainly
our study shows that poor pcople improve their livelihoods from many of these
schemes. But just as one pait of the picture. Not as the part that is a panacea.
But if I get some time, I would be interested to actually sce if 1 can get some
of the economic history of finance in a cily, Northwest Manchester and
Liverpool. 1 think there may be ideas there about what a second wave of credit
for the poorest would be, but working with individuals, small amounts of
money, savings, insurance-type products, not income generaling loans.
Mederator: Thank you very much.

COMMENT: Very smart comments. Thank you very much for very
interesling lecture. This is just my impressionistic comment of my view. A
friend of mine who worked in a very small country of Pacific Island, he worked
as a development worker for introducing development bank in the small |
country. One year after his arrival, he reported to me in a letter that people
do not necessarily need a banking system. "l‘hey really still need to keep their
very natural way of help each other system in a very traditional way. That
means people who have got a lot of things to give, he will give to the people
who need. Therefore, after the introduction of western banking system, people .
started 1o get embarrassed. Therefore, some people who are working in a big
bank in the town of that country, the man who is working in the bank, he
takes . away the ‘money collected from the people. A couple of weeks later,
that Japanese development worker, he met with that former bank clerk and he
said, why you took away moncy from the bank. He said, ok., I'lt return it
in a couple of weeks. Every time he meels in the street, the man of the local
bank reports to the Japanese development worker the same thing. Thal means
in sonie socicties, they do not necessarily need that kind of banking system.
So this topic may be a kind of example before the development stage of your



- today’s lecture, But one thing which I think very important is thal how to
 find reliable people who can take responsibility for management of banking
systern.  Therefore, we have got to pay very big emphasié and altention to
choose the people or to choose the society before the introduction of this kind
of financing system. This is just my impressionistic view through my
experiecnce. Thank you very much.

Dr. Hulmeé:  Yes, 1 think that does stimulate some thoughts and certainly it’s
wotth thinking about that. 1 think there's a few pieces that I can add to it
It will depend upon the context. - If you’ve got, in a way, an existing system
which is mecting people’s nceds, then yes, you might say, why bother? But
obviously, in some coniexts, such as rural Bangladesh, then actually the needs
are far greater than what the existing systems can meel with.

Interestingly, there’s been a little bit of work done by one or two
Baugl_adeshi friends of mine who were interested in political economy, and they
said, according to somc of the arguments in Bangladesh, traders, wealthicr
people would not want the Grameen Bank to come in, because you'd think
there would be much more opposition and resistance to it. In some areas where
thcy ask qucs(ibns they said they found there was resistance, s0 the Grameen
Bank didn’t establish there. But in other areas, lhéy found the rural elite. were
quite welcome. And this they said, was simply because of the scale of poverty
and the limited number of people who had finance, and that they were quite
glad to have the Grameen Bank there, because they were finding that the
number of requests they were getling to help people, to help their clieats, to
help people who are sharecropping for them, who are laborers for them, that
that was gelting more than they were able to service, The demand from clients
on the patron was more than the patron could service. And so they welcomed
the Grameen Bank coming in, because they could, in a way, direct some of
their clients, you know, in a patron-clicnt relationship, towards the Grameen
Bank when they were worried that too much of their resources were being
deinanded by people who they tricd to keep within their patronage network.
So it will depend upon that.

In terms of how to get any reliable people, people you can trust, 1 think
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that in the case you're talking aboul sounds very typical by the sounds of i,
where p'cdplc will feel a social obligation if a telative nceds money, then if
you have access 1o money, you would give it to the relative.  Getting around
that may take many years, but certainly what many of the organizations have
done, certainly at the branch level, they tey to get staff who are not from the
area. They try and get people who are not part of existing social networks,
with the argument that those people, in a way, will think differently. - They
can’t have so much pressure put on thein, if they’re out of their area, and they
- would see themsclves as notl doing their job. Whereas, if you're actually in
your home arca, and relatives come, then...that social pressure is probably equal
to ideas of what résponsible work is.

The other things, certainly, which some of the Bangladesh organizations
have gone for, is actually rotating staff.  After two or three years of having
staflt work in an area, then there is a concern, parlicularly in high intensity
corruption countries, such as Bangladesh, there is a concern that people will
begin to work the system, will begin to work with certain individuals. Théy
won't be moved very far away, but they will be moved from one group of
villages to another group of villages. So if they are perhaps, for example, in
a position of pretending that there’s ten accounts and they don’t exist, but
they’d invented those accounts and they shared them with somebody or they
invent a false group, then that would then show up when they moved out of
the area. So by rotaling people it makes it more dilficult for people to
manipulate the system and do those sorts of things.

The point that I thought you were going to make but it's onc that I maybe
should have raised, because certainly with one-of our field workers, he’s gone
off in another direction. “The guy who worked in Africa for us and collected
all our data, he’s also registered to do a Ph.D. with me. And at the end of '
the study, the idea was that he would do quite an casy Ph.D., because he had
guite a lot of data from our study. We organized a grani, so he could alse
work in Ghana and so he would have  some original work and thea he could
do his Ph.D. on credit. But, at the end of working in Malawi and Kenya for
us, he said, no, no, no, 1 don’t want to look at credit; that’s just one bit of
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the picture. 1 want to look at the African eatrepreneur, and look at the
constraints on the African entrepreneur in terms of social relations, in terms
of access to technology, access to markets, infrastructure, and all these other
‘things. His perception was that credit was a part of the picture, but certainly
in Africa, an cxaggerated part, because cerlainly he felt in some of the areas
he was working in, that really, infrastructure...you know, you couldn’t get
products to markets, so that immediately, if you’re in an income-generating
credil scheme, reduces the demand for what you can do, if you're esseatially
trapped in a very limited area. He was also very keen on (trying to work out
whether there are a whole set of social and psychological pressures on African
entreprencurs which we didn’t work out. [He is also] working on whether the
idea of a micro-entreprencur or small entrepreneur, is usually based upon an
European concept, ‘or whether there are alternative concepts, That means his
" Ph.D. is going to take two years longer. (laughter)
QUESTION: Could you cxplain your ¢onclusion, since you divided the poorer
and the core poor, what kind of slrétegy for the core poor in your study? Just
- simply, could you explain? Protectional strategies for core poor. -
- Dr. H_ulnie:' That potémially is a rather crude device that we’re promoting.
The -implication coming out of our research is that when we laok at these
schemes, their concept is thal.lhcy work with the poor, and thal you treat the
poor as one group. The poof are different from the non-poor, but that’s the
only distinction you need to make.

Analytically and acédemically, one covld do much inore detailed research,
and probably move into siratifying and segmenting the poor in a nluéh_inorc
“sophisticated anza!ysié. But we’ve gone for talking about the poor and core poo'r,
“because certainly in a number of countries, there are the poor and the
ultra-poor.” But 'in African countries and Bangladesh, this is already a term
the policy makers and practitioners ace used to. And so we've used that to
try and, in a way, build upon concepts that are already in play in those
countries, and to try and get organizations to think about, are we working
with the poor or the core poor? Could we have a program which is meeting
the poor’s needs, and a program with the core poor’s needs? In terms of how
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you define the core poor, then when these things are again inevitably likely
to be arbitrary, but it can be that...
QUESTION: Does it associate to welfare...
Dr. Hulme: Associated with [welfare]? Well, this is I suppose the thrust
that we’re gelting in this, which is partly idcological when you work it through.
But it might be that you can have your enterprise orientation for poor people,
perhaps for those who are the first 20, 30, 40 percent below the poverty line.
But when you move to people who are in deep poverty, ultra-poor, core poor,
then in fact, it may be necessary if you want to help them, to introduce a much
more welfare-type notion; that we will have to pul subsidies into them. We
will have to do things that are hard to cover costs from. Bul we’re not saying
that people would have to do that. 1t’s open, certainly, for we’d see it as the
World Bank, to say, these people, they’re ultra-poor, we can’t recaver the cost
from them, we’re not working with them. The thing that worries us from our
study is that enterprises presented as this tool that...but anybody can work with,
you know. iYou could ke an 80 year old, blind, deaf mute woman with no
relatives. But apparently, enterprise, if you could get a loan..enterprise; it
would increase your productivity, it would increase your income. No.
Somewhere there has to be a recognition that there may be groups who are
not in a position to move into seif-employment and enterprise, who just don’t
have opportunitics of that sort. [ think the idea that there are life skills and
these sorts of things that everybody has... We've proved that poor pcople have
got them, and that you can work with very significant numbers of poor people.
So that idea of the poor and the core poor is essentially o try and get
policy makers and agencies to be honest. The horrifying thing that I find with
this is that, I did a seminar at the World Bank with many people involved in
the consultative group to assist the poorest in that, with people from USAID
and others. I presented our findings and 1 said, you're the consultative group
to assist the poorest. You say micro-finance, micro-enterprise will solve the
problems of the poorest. I say it won’t. And they said, well, no, it’s poor
peaple. And yet that's nat what they say in the publicily, in the message that
they’re giving out. Their message is saying: Stop welfare initiatives. You



- don’t need it. Enterprise initiatives are sufficient. Everybody can get out of
poverty by enterprise. It would be nice if they could do it. But my evidence
doesn’t indicate that.

Moderator:  Thank you very much,
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Figure 1: Poverly-Reduction as Conceptualized by an Intome Poverty Approach
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Figure 5.2: Poverty-Reduction as Conceptualized by au Income Poverty and Income
Vulperability Approach
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FINANCE AGAINST POVERTY

ORGANISATIONS STUDIED

BANGLADESH BRAC, TRDEP,

BOLIVIA
INDONESIA

KENYA

MALAWI

SRI LANKA

GRAMEEN BANK

BANCOSOL
(FORMERLY PRODEM)

BRI UNIT DESAS, BKK,
KURK |

K-REP JUHUDI, KIE-ISP

SACA AND MUDZI
FUND (MMFE)

FEDERATION OF

THRIEFT AND CREDIT
SOCIETIES (SANASA)
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