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Disha Social Organisation, India : 

Bringing together financial inclusion and social activism
What Microfinance Can, and Cannot Do for Women 

INTRODUCTION:
The Hilden Charitable Fund receives around 100 applications a year from charities working in developing countries, most of which point to a ‘micro finance' element in their programme.

Micro finance is a loose term. What does it mean? Sam’s article below examines microfinance, importantly showing whether schemes can transform women's lives in terms of economic and political power. She reviews the current evidence from Bangladesh and India. Her research is based not only on her post graduate studies at the London School of Economics, where she was a Ford Foundation Scholar, but on her own managerial experience of running an Indian charity.
We were privileged to have Sam Tiwari as an intern with Hilden from February to September 2009.  Sam is now Project Officer at the Steve Sinnott Foundation.
MICROFINANCE - THINK GRAMEEN BANK
August 2009 and Muhammad Yunus and the Grameen Bank are in the news again! President Obama has just awarded him the US Presidential Medal of Freedom at a White House Celebration, yet another feather in the cap of his brainchild, and another boost for the microfinance industry. Can microfinance do no wrong? Can it deliver what it means to do? Does it know what it means to do?
Prof. Yunus deserves international acclaim for the Grameen movement which has enabled the poor to save and to gain credit. Microfinance banking is now a billion dollar industry. The microfinance industry is a major part of the economic infrastructure of India, Pakistan, Nepal, Afghanistan and Bangladesh and is now taking root in Africa and Latin America. Aid agencies and the major country donors are keen on the model, some might say obsessed!
As a former social worker in India I wanted to look at whether microfinance schemes really empowered women. My post graduate course at the London School of Economics allowed me time to study the academic literature.  Of course microfinance schemes vary enormously but I considered two agencies in depth, one in Bangladesh and one in India, contrasting how their microfinance 'priority' could affect their operation, and how they were really tackling the position of women in society. The case studies are spelled out in the box below.

	MICROFINANCE AT WORK: TWO CONTRASTING EXAMPLES:

BRAC
  in Bangladesh began in 1972 as a post war relief and rehabilitation project.  It remained a ‘social movement organisation’ for many years and is one of the top credit organisations in Bangladesh at the moment. However, in contrast with Grameen Bank’s mandate of profitable lending to rural poor, BRAC’s mandate has been social empowerment and poverty alleviation. The organisation holds to its credit the implementation of some of the largest community development initiatives in health, education and livelihoods and even though its focus is on credit disbursement, yet its approach is more comprehensive, combining ‘microfinance with health, education and other social development programs’ but with the priority lending transactions, the erstwhile practice of imparting varied trainings and skill development programs for members is slowly taking a backseat.

 SEWA
 was established in West India not as a credit provision or service agency but a social movement that grew out of political and social struggles of women in the unorganised sector and emerged as the first trade union of informal workers not only in India but the whole world.
  With the objective of ‘promoting self reliance as well as economic and social security of its members’. The SEWA Cooperative Federation currently comprises of 86 registered cooperatives, of which the SEWA Bank is the most well known, established in 1974 and one of the earliest and best examples of finance for poor women in India.

SEWA is an organisation that has been able to work consistently with a two pronged mandate of social struggle and economic development. Credit provision through SEWA Bank is a part of its larger holistic program of addressing the socio-political and economic concerns of self employed women.
I have cited these examples to highlight the difference in strategies and goals of organisations involved in microfinance in South Asia. However, the point of concern is that with empowerment being increasingly equated with quick disbursal of loans and excellent recovery rates, the road ahead is conducive for many more Grameen Banks than SEWAs. The irony in microfinance today is that while it is being increasingly realised that minimalist credit approaches are not sufficient to tackle poverty, the imperative to scale up and become profitable poses enormous challenges for Microfinance Institutions to reconcile the mandates of sustainability and development. The growing competition among MFIs and donor pressure to scale up leaves little room for development services.  


THE GENERAL PITFALLS OF MICROFINANCE
The literature shows up the pitfalls in developing microfinance, and the case studies show that the pressure to adapt the microfinance model can make it harder for the agencies to develop a 'rights' approach. Put simply, a microcredit scheme may boast that one woman has the money to send her child to school (do they provide the evidence?) but does the village have a school which should be free or subsidised? 
Pitfalls are: funders and government may divert funds to microfinance schemes at the cost of supporting all-embracing community development programmes. Evidence from both India and Bangladesh shows a switch of funding from social movements to micro-finance from the late 1970s. Of course where money flows, so does expertise, and again it can be argued that here too is a displacement effect. 
Another issue to emerge in Southern India is that micro-credit schemes can make the poor poorer! Akin to the UK problem where people become drowned in credit card debt, there is ample evidence that people join more additional microfinance schemes to pay off debts in others!

Another factor, perhaps more prevalent in the African experience, is that many schemes never get to a 'take off 'stage. Too many schemes are tokenistic - set up by overseas volunteers and small agencies which cannot develop the projects long term.  Perhaps the worst of all possible worlds. Models are imposed by well meaning western world do-gooders.
ADDRESSING POVERTY
So there are problems in everyday operation. But I want to go beyond operation.  I do not question the legitimacy of microfinance as one of the tools for poverty alleviation or the desirability of some immediate solutions that it offers, but I invoke the idea that in celebrating its transformatory potential, we might be distancing ourselves from the language of rights. Does microfinance change the status of the poor (women)? Empowerment is not limited to being able to buy cooking oil or know the name of the local MP
 or even cast one’s vote. Though on the Richter scale of empowerment, they would definitely be rated better than zero, the call for empowerment has to go beyond management of family cash flows and address exploitation that springs from intensely intertwined systems of caste, class and gender in the context of Asia that have led to poverty in the first place. 

I would say that struggle for gender equality in India and Bangladesh has been a struggle for equal wages, land rights, against alcoholism, rights to indigenous produce, struggle against caste and class based violence, and domestic violence. Funding is needed for campaigns to tackle these problems. Women survived at the margin before these microcredit schemes, many only help them and the like. Were the road to empowerment as linear and straightforward as to be derived from microfinance, perhaps these stories would have been unheard of. 
A MESSAGE FOR FUNDERS
Having worked with grassroots organisations in India, I have witnessed the immense pressure for funds under which they operate. Some excellent work that these organisations are doing lacks international visibility and acclaim for it falls short of the development model which is popular with funders and donors based in the west. In countries like India and Bangladesh, people still lack basic amenities and are vulnerable to exploitative relations of power. Credit provision on its own cannot tackle the deep rooted inequality. Funders need to encourage innovative practices in microfinance and develop monitoring criteria which go beyond repayment rates and ask how else the needs are really being met? 
� Bangladesh Rural Advancement Committee, � HYPERLINK "http://www.brac.net" ��www.brac.net� , with  8.30 Million members in 294,214 Village Organisations and 6.41 Million borrowers


� For details see Anne Marie Goetz and Rina SenGupta (1996) ‘Who Takes the Credit? Gender, Power and Control over Loan Use in Rural Credit Programs in Bangladesh’, World Development, 24(1)


� Self Employed Women’s Association,  � HYPERLINK "http://www.sewa.org" ��www.sewa.org�  with a current membership of  21 sister organisations and  60,720 women members holding more than INR 30 Million in shares in the SEWA Bank � HYPERLINK "http://www.sewabank.com/financialdata.htm" ��http://www.sewabank.com/financialdata.htm�  


� For details see Martha A .Chenet al (2005), ‘Towards Economic Freedom: The Impact of SEWA’
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