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and shown as recovery of the
disbursed credit and mare often than
not the borrowers are the wealthy
segments of the rural communitices
because the poor neither can repay,
nor anyone else takes the
responsibility on their behalf as
social collateral. Not even 10% of
all the micro-credit goes to the
poorest of the poor. The
malpractices  of the programmes
involved in  disbursement  and
recovery are yet to be fully exposed.
So far, the excitement of micro-
credit as a 'mew tool' to combat
poverty has not been tempered by
the realization that we need totally
different approaches than relying

~Just on micro-credit to undo some of

our socteties' maladies and the
developmental facks. gaps, and
mismatches we are facing. The
interest-ridden micro-credit is not
an enabling or empowering tool to
poverty alleviation. [t has provided
no economic and non-economic
externalitiey to low-income
households. Poverly alleviation -
requires 2 holistic and in-depth
understanding  of the interplay
between economic, social, cultural

extracts  of the developmental
process. For instance, a well-
designed and  well-implemented

micro-credit programme will have
little eftect if the overall heaith of
the individuals is poor.

Micro-credit cannot help in solving
societal problems such as illiteracy,
lack of skill, inaccessible markets,
social and political inequalities etc.
and the real isswes that lie
behind these isswes: lack of
political will and leadership,
lack of transparency, high

graft and corruption, lopsided -

developmental policies ... ete,
In theory at least, the self-financing
feature of micro-credit allows for its
massive expansion to reach tens if
not  hundreds  of millions of
underserved people. This strategy is

“o=._ presented to have the broadest
"N utility and the least cost per

beneficiary.  However,  despite

* claiming to have reached millions of

beneficiaries, we have not seen a
comprehensive impact assessment

It is time for us to step back and
reflect on the original motivation for
micro-credit. 1t was born of the
capitalist mentality and
implemented through NGOs and
governments.  So, it may be
instructive to examine the broad-
brush  strokes  to  see  what
fundamentally motivates NGOs and
their sponsors. Micro-credit  has
captured the imagination of the
NGO  community because it
provides them an easy access to
cash for their own sustainability.
There is more interest in recovery
than the impact of micro-credit.
There is industry "lock-in" around
Banco Sol, BRI and Grameen,
PPAF and now Khushali Bank. The
whole set up of so-called poverty
alleviation organisations like
Punjab, Sarhad and National Rural
Support  Programmes  revolves
around and depends on the micro-
credit business,

The NGOs have started to emulate
the standards of the very industry
that created the failure of the market
to meet the enormous demand of the
poor for financial services - the
commercial banks. The NGOs have
done little to challenge this hocus-
pocus. It is a common phenomenon
that where the risk-averse standards
of the banking industry tip - the
scales away from the NGO value-
driven mission for the poor, they
have abandoned the very poer in
favour of serving the more
profitable not so poor, and not even
them in most cases.

We need to conduct #mpartial
studies into  the micro-credit
practices and the impact of debt
accumulation  on  the  poor
houschold. The so far purposely-
neglected indicators for such a study
could be: 1. Increase in the average
amount of debt vs. increase of net
income per indebted household: 2.
Per cent increase in the debt vs.
decrease in the average net income
from micro-credit based activity per
indebted household: 3. The impact
of the economic crisis on the
borrower ({farmers') capacity to
service their debt by comparing the
average assets and liabilities per
household between say 1995/96 and

e ——

‘“_. ! —
allocated for community  study of  the micro-credit  2000/2001 (farming  seasons);
development schemes are diverted  programmes. decrease in the ratio of agricultural

assets to liabilities in the last five
years; 4. Decrease in the household
assets during the same period; 5.
Increase in the amount of debt
during the same period; 6.
Relevance of the capacity building
training to the micro-credit activity;
7. Ratio of the local assets built up
to the reduced need for an external
micro-credit programme, etc. Study
based on indicators like these would
help us assess the real cost of micro-
credit.

Regardless of any impact study, we
are in to face unending problems
due 1o our flirtation with micro-
credit. Most of the NGOs have
already turned into banks about
which Lord Stamp, a director of the
bank of England made the following
statement before he was killed:
"Banking was conceived in inequity
and born in sin. Bankers own the
earth; 1ake it away from them but
leave them with the power to create
credit and with a flick of a pen, they
will ‘create enough money to buy it
all back again ... If you want to be
slaves of bankers and pay the cost
of your slavery then let bankers
control money and control credit,”
And at a time when the
Supreme court is considering
interest free banking in the
country, the micro-credit
programmes are busy in
addicting and enslaving people
in violation of the Holy Qur*an
that warns: "O' you who
believe, fear Allah and give up
what remains of your demand
for usury, if you are indeed
believers. If you do not abstain
take notice of war from Allah
and His Messenger." What
greater threat could there be than
the declaration of war by Allah?
Allah  does not fight  with
armaments, His wrath descends in
ways that are impossible to oppose
or avert. Bankruptcy. crime,
drought, fear, Murder, sectarianism,
are but some of the missiles that
suddenly shatter our lives when
Allah declares war against us.

e i, e ———— ver—



View Point

Abid Ullah Jan

The curse of Micro-credit

“In splendowr. in seduction and in
grace, the buildings of the banks
outsoar the houses of God; In
appearance it is trade, in reality
gambling: The gain of cne is sudden
death to milltons, Science,
Philosophy, College. Constitution,

Preach man's ecquality and suck
Min's blood. Want and
uneniployment, lewdness  and

intoxication. Whe says the gifts of
Oceident are few?...". {Allama
[gbal}.

The power of the "hidden hand” in
international politics has always
been economics, Economic "Aid" is
low often the Trojan horse ot all
other ills, Pelitical independence is
an aspect of government that is not
tou popular with the appendages of
the  "hidden hand". The South
African. Malaysian and Indonesian
experience of late is clear proof of
how the instrurments of debilitating
can emasculate those that
consume the sweetened hemlock.
Mexico and Brazit arc stili paying
the  price.  Unfortunately,  the
econonuc  enslavement  is  not
iimited to the governments alone.
Now masses are the target and the

P er

ever-growing  enthusiasm  of the
poor - movernments  and  NGOs
promises  migro-credit  {or  poor

people with no savings or collateral.
A closer ook, however. shows the
movement to be  financially
dangerous, subtly coercive, and, in
its most famous cases. an enemy to
our social, political and economic
syslems,

Micro-credit, the related usury and
its consequences such as  debt.
joblessness  and  crime  have
entrenched a new and insidious kind
ol servitude. The objective now is to
bond the entire nations to the
capitalist usury warlords and global

bankers. Woe are so happih
promoting initiatives like Khushali
Bank  and  Pakistan  Poverty
Alleviation Fund without

considering the fact that the mass

enslavement of our future

generations would have no parallel

in the history of humankind.

Our  politicians  and  sc-called
development specialists have
seldom looked a! intercst-based

money lending as the cause of
widespread poverty in the midst of

plenty, because whilst this practice
was once forbidden by Judaism.
Christianity and Islam alike, it has
become universally accepted in the
modern world. It is argued that
money is a "producer good" and
that the lender should receive a
share of the extra wealth that these
goods produce. Yet. this is iliogical
on several points. The only true
producer of wealh {i.e. goods and
services) 1s  Labour when it s
applied 1o either Land or Capital.
Unlike Land. Money is intinite
when not artificially  restricted.
which it often is. Money is man-
made out of nothing and at tiny real
cost. These eredit creations confers
enormous  econemic  power and
influence on the selected few who
have  secured  for  themselves
monopoly  rights {n this money
issue.

In summer 1995, a Bansladeshi
Banker, Muhammad Younus
announced  on behalt  of  the
capitalists: "Aceess to credit should

be a human right irrespective of

economic  situation.”  Capitalist
Tournals and books tow Yunus and
Grameen in dozens of studies. All
major newspapers, including the
Wall  Strect Journal. have  run
alowing profiles. "McNeil-Lehrer
Newshour” did a full segment, The
Economist magarzine has been taken
in. He has been neminated tor the
Nobel peace prize!

Meanwhile.  governments like
Pakistan  are  striving  hard o
replicate Yunus's alleged successes

in the 1zeld of micro-credit. Many of

our non-government  development
programmes have been turned inte
micre-finance institutions and their
social organisers have become the
sales persons of micro-credit. Little

their customers

stories of micro-credit success told
by these programmes may sound so
wonderful. However, the question
is: If FPAP run programmes and
Khushali Bank can give loans to
poor women without assets. why
can't Citi Bank, Standard Chartered
Grindlays Bank? Why are Western
bankers keeping money from the
peor? Is it greed, cubtural barriers.
bad training, or racism? Is lack of
collateral an excuse for hatred of the
poor? Of course. not.

It Grameen and Khushali Banks
were really profitable, Western.
bankers would not need to B
cajoled and harangued into copying
it. They would rush to try this gold-
spinning machine. Bankers would
fove to discover that the poor are
Y8% credit worthy, They  would

long ago  have tossed  out
cumbersome  formalitics. It turns

out, hewever, there is more 1o our
micro-credit scheme than meets the
eye. Grameen, Khushali, ete are not
banks at all. These institutions are
agents of enslavement -- actually
functioning as conduits for huge
grants from the Worid Bank and
other capitalist agencies. FPAP, run
by the World Bank monev. is just
another example of this sort of
arrangement. The aid is used as the
basis of a credit-pyramiding scheme
that not only provides micro-loans
but also funds a creepy form of
feminist  social that
wars against cur social and religious
narnis and values.

All micro-credit programmes charge
18-22 %% interest.
The 99-100% recovery figure does
not retlect the behaviour of actual
individual borrowers. The
programmes claim the svstem s
"self policing." But ohservers note

engineering

that employvees of these
arganisations  cngage  in weeklv,

decr-to-door  monitoring  of  all
borrowers, Many of the borrowers
arc harassed and in some cases
given in the custody of local police
for some time. In some cases, funds
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