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The holy cow of microcredit
John Samuel explains why it’s difficult to swallow the development mythology

that surrounds the Grameen Bank.
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Microcredit and the shifting
ideology of development
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Demystifying power relations
It is one thing to have the poor
organise themselves and get involved
in their own micro-finance enterprises or self-help groups, and an
entirely different thing to canonise
monolithic financial institutions as
the new apostles of development.
The nature of power relations is very
different in both cases.
When the poor organise themselves and adopt various institutional
or programme strategies, they are
actual participants of and subjects
in the whole process. In the process of evolving micro-level institutions and self-help groups, they
gradually learn to take decisions for
themselves and also develop the
capacity to exercise a certain
amount of control over the social,
economic and political conditions
that determine their lives. The 25
years of evolution of the Self Employed Women Association
(SEWA) demonstrate the fruitfulness of such a long-term and rather
slow process.
There are many other interesting examples of small and effective processes at grassroots level
wherein self-help groups and microfinance programmes are not the
end in themselves but means to
facilitate the process of empowerment. Such innovative grassroots
initiatives can create conditions for
empowerment. The power relation
in the whole process is not determined by the financial pundits or
consultants but by the poor women
and men. But when the stress is
on financial viability of the organisation rather than the social and economic viability of the process, we are
left with a top-down, target-oriented
lender-centric approach that is preoccupied with disciplinary repayment
mechanisms and profit generation
rather than community empowerment. Such a model can easily fall
prey to the temptations of being a
vehicle to facilitate marketing strat-

egies for AT&T or other transnational
financial corprations.
This is how the neo-liberal ideology of the market operates through
monolithic microcredit enterprises to
get access to and legitimacy among
communities who were till recently
outcasts in the market economy. It
is precisely because of this that one
finds it difficult to swallow the development myth created around the
Grameen model.
Going beyond microcredit
The encouraging aspect of micro-finance (not mere credit), selfhelp groups and micro-enterprises is
very evident in the success story of
SEWA.
The success of SEWA is not
merely measured on the basis of the
financial viability of SEWA bank,
though it is one of the best examples of financially viable micro-finance institutions. The essential difference between SEWA and
Grameen Bank is that, in the case

‘The conceptual rationale is that availability of finance will help women to get access to the much-needed seed capital to
generate income.’

of SEWA, it is the women who came
together first and they built up a series of institutions, including a highly
successful co-operative hank. But in
the case of Grameen. it is the hank
which came first and then women
were brought together around
microcredit. In case of SEWA, the
movement preceded the institutions,
which in turn were by and large instruments to empower hundreds of

thousands of women who organised
themselves into a powerful union of
poor working women. In the case of
the Grarneen model, the institution
preceded the movement and the
movement was built on the immediate self-interest of the ‘target group’
to get access to credit.
Qualitatively there is a tremendous difference between these two
approaches. In the first case, the
women and the union would decide
what is best for them and how it
should be done. In the second case,
the institution and the mandarins wil!
decide what is best for the women
and how they should pay back the
money.
One is encouraged by the
SEWA experience not so much because of its banking miracle but because of the fact that here is a
grassroots-oriented trade union of
self-employed women from the lowest rung of the economy. SEWA
women attempted to redefine the
existing power relations within the
social fabric by a fruitful combination
of struggle for identity, Women’s
rights and constructive work that
changed the lives of thousands of
families. SEWA bank emerged out
of a real need felt by the women
and its birth and growth is organically linked to the trade union movement and corollary co-operative
movement. SEWA trade union gave
rise to not just one bank, but more
than 70 co— operatives and hundreds of self-help groups.
Of course one may find lapses
in the ideological purity or political
correctness of some of SEWA’s
positions. But it is very difficult to
deny the efficacy of SEWA’s
empowerment efforts in bringing the
women’s movement, labour movement and cooperative movement
under the umbrella of the first trade
union of its kind in the world.
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