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The interesting thing about microcredit is that it 
works in a business way and the private sector 
produces the best result. As a matter of fact, 
microfinance brings the financial sector to its 
logical conclusion. Without microfinance, the 
financial sector remains half-done, because 
more than half the population of the world 
remains ineligible to access the services of the 
existing financial institutions. 

Creation of microfinance institutions makes 
credit universal. Looking at it politically, it 
democratizes credit. I keep arguing that credit 
should be accepted as a human right because it 
has such a fundamental role to play in bringing 
out the potential creativity in each individual 
human being. That is why it is so important for 
poverty reduction. 

I feel that it is important that we keep 
microfinance exclusively in the private sector. If 
we make it a public sector initiative, there will 
be heavy risks of running it on short-term 
political considerations, rather than adhering to 
the sound financial principles and practices to 
make it strong and permanent. 

Microfinance institutions are just like any other 
banks, but doing a completely different kind of 
job with a very different methodology. Once 
governments create the legal framework for 
microcredit banks, and set-up regulatory 
commissions to supervise them, they can run 
like any other business enterprises. 

Ownership of microcredit banks can be of many 
kinds, such as: 
a. Owned by private investors 
b. Owned by borrowers themselves (Grameen 

Bank is owned by its borrowers) 

expressed their rhetorical support to 
microfinance, but this has not been followed up 
by resource allocations to match with the verbal 
expressions. Not even one percent of the annual 
World Bank funding goes to microfmance. 
Records of other multilateral financial 
institutions are still poorer. Even withn the 
limits of their support, f h d s  are not aimed at the 
poorest, arguing that the poorest cannot benefit 
from microcredit. This argument is absolutely 
wrong. Grameen Bar&, which lends even to the 
beggars, is rich with concrete evidence against 
this argument. 

Political initiatives at the highest level are very 
much needed to encourage the multilateral 
financial institutions to at least double their 
present funding level to microfmance, and to 
make sure that at least half of t h~s  money 
reaches less-than-a-dollar-a-day families around 
the world. Grameen Bank currently lends to 3.7 
million borrowers, 96% of whom are women. 
All of them come from less-than-a-dollar-a-day 
families when they joined Grameen Bank. 

These multilateral funds can be best utilized by: 
a. Creating wholesale microfinance 

institutions withm each country to provide 
funding to the NGOs and microcredit banks 
at commercial interest rates. 

b. Establishing microcredit banks, and 
regulatory bodies. 

c. Financial sector reforms which will include 
opening of doors of conventional banks to 
the poorest, directly or indirectly, by 
lending to rnicrocreht banks. 

d. Funding BOT (Build, Operate and Transfer) 
and BOO (Build, Operate and Own) 
microcredit projects in various countries. 
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