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HE Grameen Bank has

been systematically

institutionalising the
world famous micro-credit
programnmes of Bangladesh,
which are designed more or less
in line with the path-breaking
innovations in collateral-free
banking for the poorer classes,
primarily in the developing
countries. And they have since
been carried forward in a big
way by the proliferating
numbers of non-government
organizations (NGOs) to every
nook and corner of his least de-
veloped country. An over-
whelming proportion of the
more than 1200 NGOs operating
in Bangladesh have now been
actively engaged in the micro
finance delivery programmes of
different hues and character,
though their joint efforts are
still dwarfed by that of the pio-
neering giant in the field, the
Grameen Bank. In spite of this
dominance of the Grameen
Bank in the realm of micro
credit regarding both coverage
and loan disbursement, the so-
called NGO model of develop-
ment is being increasingly
identified with micro credit de-
livery system, which is believed
to be a viable mechanism of

reaching the 'poor' target
groups. As many of us fondly
remember, Prol. Yunus, the

lounder-philosopher of the
Grameen Bank, consistently
insists that the Grameen Bank
should be considered a bank,
not an NGO, because, its princi-
pal mission is to challenge the
traditional concept of banking
based on collaterals, which is
designed to be used by the elite
beneficiaries of the modern
banking system to keep out the
overwhelming majority of the
roductive sections of the popu-
ation from these intermedi
aries of artificially cheap insti-
tutional capital. which might
have played the role of 'life-
blood' for the capital-starved
producers fighting for survival
int the poorer strata of the popu-
lation, who are considered by
the traditional banks as 'un-
bankable' because of their in-
ability to provide 'good collat-
erals’,
We believe,

as does Prof.

Yunus. that poverty is created |

by the social system; it is not a
creation ol the poor themselves,

==}t CUS

Bangladesh is one of the most
prolilic breeding grounds of en-
demic poverty, which is an end
product of the system of ex-
ploitation, economic inequal-
ity and deprivation in a society
trying to emulate the capitalis-
tic principles centering around

the philosophy of 'open market
economy’. The economy is

characterized by a relatively

small 'enclave-lype’ modern
sector in the midst of a vast and
mostly pre-capitalist agrarian
rural economy where, in spite
of the gradually increasing
penetration of market rela-
tions, the peasant mode of pro-
duction still reigns supreme.
The ‘disarticulation’ of the
modern capitalist sector and
the dillerent pre-capitalist
modes of production is respon-
sible for the 'development of
underdevelopment’, which is
conceptualized by Samir Amin
as "Peripheral Capitalism", a
weak and disterted form of cap-
italism co-existing with pre-
capitalist modes of production
in the post-colonial, least de-
veloped countries of the Third
World. In a country like
Bangladesh, which is situated
at the periphery of the world
capitalist system based on in-
ter-state relationships charac-
terized by dominance of the few
developed capitalist countries
and virtual hegemony of the
world's only remaining super
power, fhe USA peripheral capi-
talism is symptomatic of
machinations of the neo-colo-
nial world order causing under-
development in a society mired
in ‘dependency syndrome.’

The nature of the state of
Bangladesh remains largely bu-
reaucratic as a colonial legacy
because of the relative 'over-de-
velopment' of the state com-
pared to class formation. In
this scenario, the state enjoys a
sort of 'relative autonomy' zeal-
ously protected and maintained
by the bureaucracy, the main
beneficiary of this autonomy.
In order to safeguard their priv-
ileged positions in the power
nexus of the state comprising
the military and civil bureau-
crats, comprador bourgeoisie
and the politicians, the state
[unctionaries tend to play one
group of the ruling elite against
the other{(s). The constant
struggle for sheer existence of
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grammes and Povert)_r Alleviation

by Dr Muinul Islam

" Has the fime not come yet to re-orient the banking system of B
of the micro credit operations? Instead
banking system come forward to

nation regarding economic development.

: angladesh in light of the successful experiences
of finding fault with the Grameen approach, let the mainstream
clean up the mess it has created, and play the role assigned to it by the

the vast majority of the people
helps to keep the class con-
sciousness level of the working

people at an underdeveloped .

stage on the one hand, and hin-
ders the emergence of any par-
ticular dominant class or
classes in the society and
polity, as occurred in the capi-
talist countries of Europe and
North America. 'One of the
groups in the power nexus, the
comprador bourgeoisie, [lour-
ish through marketing of goods
and services produced by multi-
national companies, which im-
plies that their business criti-
cally depend on the fiscal.
monetary and commercial
policies of the state. This
means that the nascent com-
prador capitalisis in
Bangladesh need state patron-
age for their trade-oriented en-
deavours. The resulting liaison
among the policy-makers, bu-
reaucrats and the businessimen
has evolved through time into
an institutionalized network of
rent-seeking. corruption prone
and patron-client connections.
This institutionalized system
of corruption tends to make
state policies trade-promotive
rather than production-
friendly. Industrialisation was
pursued in the Pakistani era
mostly on the basis of import
substitution principle, and also
in the traditional export sec-
tors, but many of the import-
substituting industries nur-
tured upto the mid-eighties in a
Fmtﬂctcd market are now suf-
ering from the 'sick industry
syndrome’, as the tariff and the
non-tariff barriers are being
lifted too rapidly under the dic-
tates of the 'open market econ-
omy’ philosophy prescribed by
the donors and the interna-
tional agencies/organizations.
In order to accelerate the rate of
industrialization, generous
amounts ol artificially cheap
institutional ecredit were chan-
neled to the favoured sections
of the elite having close con-
nections with different ruling

parties, military officers, civil
bureaucrats and bankers or on
the basis of rent-sharing ar-
rangements, but the whole in-
dustrialization exercise has all
along been thwarted by the
massive diversion of capital to
legal and illegal trade, capital
flight, real estate, hoarding ahd
conspicuous consumption with
the help of the increasingly ex-
panding and elaborate system
of institutionalized corruption
mentioned above, which is fast
becoming all-pervading.

In the perspective described
above, the rural economy has
long been, and continues to be,
subjected to a process of trans-
fer of surplus, which has re-
sulted in virtual stagnation or
slow progress in the rural pro-
ductive sectors. This transfer of
surplus from the produective
segments of the population to
the small groups of middlemen,
traders, middle and big
landowners, bureaucrats, over-
seas migrants, importers, in-
dentors, contractors, supplies,
smugglers and politicians con-
tinues unabated. The process
impoverishes an increasing
number of people, because, the
surplus is mostly diverted away
from the extended circuit of re-
production of capital. and may
even be lransterred abroad
through the ‘extraverted’ circuit
of capital in a neo-colonial
world order.

Recurrent natural disasters
like floods, cyclones, river ero-
sion, coaslal erosion, salinity,
water logging, droughls, etc,

frequently undermine the eco-
nomic sustainabilily of the
poorer sections of the people.
Diseases, medical or other types
of emergencies and man-made
crisis and economic disrup-
tions also act to marginalize
them. The combined effects of
environmental /ecological dis-
asters and economic forces tend
to accelerate the trends of land-
lessness, marginalization, pau-
perization and despondency,
thereby constantly swelling tEE
ranks ol the poor people.

The system of 'poverty cre-
ation' briefly outlined above
appears to be too formidable an
adversary for the micro credit
movement started by the
Grameen Bank and carried for-
ward by the NGOs along with
the pioneer. It is widely recog-
nized that Grameen’'s 'bank to
the people' approach based on
group lending, peer pressure, in-
tensive field-level supervision,
minimization of paper-~work
and formalities, weekly repay-
ment routines, participatory
institutions, strategies and pro-
grammes and support mecha-
nisms has evolved into a viable
and replicable system lor deliv-
ering credit to the poorer target
groups of the population, espe-
cially the women of the land-
less and near-landless rural
families. Il should also be put
on record that the continued
success of the micro finance in-
stitutions (MFIs] has already
demolished several myths sur-
rounding the traditional 'bank-
ing lor the elite’ practised in

Bangladesh. The poor women of
rural Bangladesh have proven
that they are immensely bank-
able, if the proper institutions
are innovated, and the rules of
the game are properly framed. Ii
is good business to lend to these
borrowers, as they are main-
taining a fantastic repayment
performance hovering above 90
per cent for more than two
decades of Grameen's success
story, The 'unbankability’ myth
was a deliberately systematized
hoax perpetrated to keep the
segmentation of the institu-
tional credit market intact,
which benefits the property-
owning rich and the ruling
groups. Prof. Yunus goes even to
the extent of claiming that the
right to oblain credit becomes a
fundamental human right for
someone who has built up an
impeccable record of timely re-
payment, as the borrowers of
Grameen Bank have indead
done. The performances of the
majorily of the NGOs and
Grameen-replicators are also
quite impressive relating to re-
payment of loans advanced,
Some researchers of the
Grameen System have lent cre-
dence to Grameen Bank's
claims that about one-third of
its borrowers have crossed the
'poverty line' for the time being,
though they are still unsure
aboul the sustainability of
these borrower families out of
the poverty trap., The recent
devastating flood of Bangladesh
has renewed the doubts and the
fears in this regard, and has

also added a new dimension to
the sustainability issue by
questioning even the continued
survival prospect of many of
the MFIs. Some over-zealous
critics of Grameen Bank have
gven slarted circulating the
sensational news of the im-
pending demise of the Grameen
‘dream’.

As 1 see it, the sustainability
issue has two crucial dimen-
S101S

1) Sustainability of the MFI
without external support of for-
eign donors; and

2} Sustainability of the bor-
rower farnily at asset and in-
come positions above the
poverty line aflter the with-
drawal of support from the mij-
cro credit programmes.,

There are conflicting claims
regarding both the issues men-
tioned above, and more re-
search is needed to come out
with more satisfactory findings
on these two crucial issues. The
lssue of graduated borrowers
also becomes important every
day. There is a growing need to
cater to the investment needs of
the graduated borrowers once
they succeed in their business
endeavours. Prof. Yunus has
never claimed that the Grameen
Bank has evolved into a model
for Fuvert}r alleviation 1n
Bangladesh, because, he recog-

Nizes the systemic nature of the

problems of poverty. But, some
ol his optimistic ufterances re-
jarding poverty eradication
rom the face of the globe have
given the impression that he is
perhaps claiming too much
about the efficacy of the
Grameen approach as a potent
tool to [fight the endemic
poverty of Bangladesh without
changing the status quo. We are
happy to note that he has come
out with a clear statement about
the issue in a recent encounter
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with two of his critics published
In a popular daily of
Bangladesh. -
_ Therefore, we feel that it is
time to put the record straight.
Micro credit movement has
evolved into a viable mecha-
nmsm te deliver institutional
credil to the poorer target
ﬁmupsi though at a somewhat
igher delivery cost compared
to interest rates formally
charged by the traditional
banks [rom their favoured bor-
rowers, but it has not yet pro-
vided a potent tool to combat
the 'sﬁstem' of poverty creation,
for which a systemic transfor-
mation enshrined in appropri-
ate institutional changes re-
mains a necessary requisite,
The burden of poverty allevia-
tion within a system of surplus
expropriation and appropria-
tion, which are getting constant
boosts from the 'open market
economy’ disguise of capitalism
remains too back-breaking to
bear for the micro credit camel
alone. But, let us not belittle the
successes achieved in this
front. Therefore. godspeed to
the 'bauker (o the poor.

I have one humble appeal to
our policy-makers: Has the
time not come vet to re-orient
the banking system of
Bangladesh in light of the suc-
cessiul experiences of the micro
credit operations? Instead of
finding fault with the Grameen
approachy, let the mainstream
banking system come forward
to clean up the mess it has cre-
ated, and play the role assigned
to it by the nation regarding
economic development. It is
time to abandon the collateral-
based banking — the 'holy cow'
of the wilful bank loan default-
ers of Bangladesh,

Director General, Bangla-
desh Institute of Bank
Management.

Putting the '"National" Back into
the National Water Plan

by Saleemul Huq

In order for a plan to be truly "national” it needs a much wider process of
consultation and input from a very wide section of the community.

HE National Waler Man-
agement Plan (NWMP) is
currently under prepara-
tionn by a team of international
and national consultants
working for the Water Resources
Planning Organisation
(WARPO) under the Ministry of
Water Resources. The consul-
tants have also engaged a na-
lional NGO to carry oul the par-
licipatory planning exercise. In
addition to the above there is
also an Independent Panel of
Experts [[POE) and a Water Pol-
iey Advisory Group (WSAG) both
consisting of eminent experts to
oversee and guide the process.
So far the consultants and
WARPO have prepared the In-
ception Report and have held
two national workshops to
share progress ol work and
elicit feedback from various
stakeholders. The plan of ac-
lion is expected to be [inalised
by April 1999,

A group of concerned ob-
servers who are not involved in
the process of NWMP but have
participated in the two work-
shops have expressed their con-
cern to both the IPOE and WSAG
that the spirit of consultation
seems to have been missed so
far in the process and that un-
less something is done soon to
bring the process back on track
it may lead to some groups not
heinF able to support the NWMP
any further. This would be spe-
cially true if the process seems
lo become a project develop-
ment one only. Some of the is-
sues being raised are discussed
below,

What Constitutes a "Na-

tional" Plan?

Bangladesh has over the
decades carried out many exer-
cises to develop "national” sec-
toral plans (e.g. for agriculture,
fisheries, environment, etc.). In
the past, the process was a sim-
ple one of the relevant ministry
concerned appointing a group of
international and national
consullants to prepare a plan
on behall of the country.

[11 recent years. however.
starting with the participatory
National Environment Man-
agement Action Plan (NEMAP)
ini the mid nineties the need for
a 'National" plan to be more
than a list of projects cooked up
by a small group of experts and
bureaucrats (no matter how ex-
pert or good they are). It has
been recognised that in order
lor a plan to be truly "national"
it needs a much wider process of
consultation and input from a
very wide section of the com-
munity.

Indeed there have also been a
number of examples of such ex-
ercises being carried out by the
government together with NGOs
atitsl others and substantial ex-
perienice has been gained in Lthe
country in carrying oul such
wide consullations,

"Plan" or "Process'?

The water sector is such an
important nalural resource sec-
tor ol the country. given its ge-
ography and the fact that water
is needed by each and every cili-

zen of the country irom drink-
ing, bathing, washing and other
activities including irrigation,
navigation, water transport
and ecosystem functions that
almost evervone in the country
can be said to have a need re-
garding water which must be
taken into account in any
planning exercise. Bangladesh
also has a long history of
planuing in the water sector
stretehing back several decades
to before independence.

In all the previcus water sec-
tor planning exercises the old
Earadigm of getting a time

ound prn}iect funded by a
donor to hire consultants to
produce a document (called the
‘plan’) which then becomes the
guiding document for the coun-
try for the next few years.

One might be tempted to ask
why after having repeated this
old paradigm for so many
decades we still need to follow it
today? Does the country not
possess by now sufficient (or if
not sufficient then at least
some) capabilities to undertake
such a crucially important sec-
toral planning exercise with its
owrl resources and more impor-
tantly using its own national
capabilities? This question can
perhaps be better understood
and answered if one shifts the
paradigm from producing a
‘plan’ to instituting a "process"
of national ecapacity building to
enable the country to undertake
planning in the crucially im-
portant water sector.

This attitude would cause us
to shift the focus from produc-
ing a time bound "plan docu-
ment’ (which usually boils
down to a list of projects) to de-
veloping capacities in the
country to address the water
sector lor planning purposes.
This would, of course, not pre-
clude the production of a "plan”
as well but weuld not focus all
resources on merely producing
a document but rather build ca-
pacities which would be able to
continuously and periodically
revisit the issues and monitor it
and produce plans (or modify
the existing plans) as and when
required. It can be argued that
Bangladesh has indeed devel-
oped over the years a substan-
tial capacity to undertake such
a Llask on its own using the new
paradigm of participatory
planning which is more process
rather than plan oriented.

This includes capacities in
the government in such organi-
sations as Lthe Bangladesh Wa-
ter Development Board,.
WARPO, universities such as
BUET. Dhaka University. Ja-
hangirnagar University, ete,
NGOs and specialised research
organisations like EGIS,
SWMC. BIDS, BUP and BCAS as
well as many others. IT these
capacities were truly harnessed
in the national interest to de-
velop a really "national”’ and
‘process” orienied planning ex-
ercise it would be a major step
forward for the country.

What Can be Done?

In order to take corrective
action now it is being proposed

that the IPOE [and WSAG]) take
Lhie initiative to seek a feedback
from a select group of persons
who are related to the water and
environment sector and come

up with practical ways to ensure |

that there is a genuine sense of
participation by all concerned
in the NWMP process.

One way of doing so would be
to have the [POE undertake an
independent process of Eetlin
inputs from key groups throug
a structured process which
would feed into the overall
planning process. The details
of how to go about pulling such
a process in place, who to in-
volve in it, how to organise ii
and who would pay for it could
all be discussed at a meeting to
be convened shortly by the
IPOE with some selected per-
sons initially.

The writer is Executive Di-
rector of the Bangladesh Centre
Jor Advanced Studies, a re-
search and policy institute.

Indian Democracy and the Police

HE efficiency,
effectiveness and
reliability of the police in

our country have been suspect
for some time now. But it has
never been at'such a low ebb as
it is being perceived these days.
But to put the blame entirely at
the doors of the police would be
very unjust, though there is no
doubl that the police at various
levels have themselves con-
tributed to their present none
too flattering image. The Union
Home Minister went on record
the other day at Tirupati that
not one person has conlidence
inn the police.

This is a very serious in-
dictment of the entire police in
Lhe country as well as those who
control them and lay down
policies for them. This ex-
traordinary and starting situa-
tionn nno doubt calls for urgent
and sericus introspection on
the part of both the parties with
a view Lo retrieve at leasl a pact
ol the lost credibility, il not the
whaole of it, In fact, it is hoped
that the HM would lollow this
up and come up with specific
action plan to set things right
in this verv important sphere,
It is also hoped that the Par-
liament and State Legislatures
would debate this matter at
lengith and contribute to bring
about drastic improvement.

As far as the police them-
selves are concernied there have
been numerous failures and in-
adequacies on their part and
most of it could be sately at-
tributed to professional aspecis,
Take for example. the problems
of women-police misbehaviour,
crime against women and the
numerous aspects ol domestic
violence against women etc.
Unfortunately, the police have
by and large failed to deal with
such problems with a sense of
understanding of the social and
social changes that are taking
place but have allowed them-
selves to be part of the blame

by T Ananthachari

As far as the police themselves are concerned there have been numerous failures and
inadequacies on their part and most of it could be safely attributed to professional
aspects. Take for example, the problems of women-police misbehaviour, crime against
women and the numerous aspects of domestic violence against women etc. the police
have by and large failed to deal with such problems with a sense of understanding of
the social changes that are taking place but have allowed themselves to be part

of the blame rather than the remedy.

rather than the remedy. There
have heen a variely of cases in
which poalice inaction and in-
dilference ultimately led to
agencies like the national
Commission for Women etc. to
intervene to seek the require
remedy. This. notwithstanding
the fact that in almost eve
State a separate "'Women's Cell’
exists within the police organi-
Satllioll.

There are various other seg-
melits of our life where lailure
of the police (o play their basic
role has resulted in continuous
erosion of the public faith in
them. Take the rule of the police
in the (nlamous Babri Masjid
demolition. the Coimbatore
bomib blasts, the Bombay riots
of 19935, the lailure to arrest one
Dara Singh against whom nu-
Merous cases were registered on
complaints from various sec-
tions of the people in Orissa and
who is now the prime suspect in
the unfortunate murder of Stein
and his two children. There are
numerous other such instances.
But it is suffice to refer to a few
to bring home the point about
the need for the police them-
selves to look inward and set in
motion steps which will con-
vince the public that the police
are serious and sincere about
their desire o be instruments of
reliable public service and
agents of rule of law,

Il am aware of efforts on the
part of individual police offi-
cers to remedy this unsatisfac-
tory situation but the results

achieves, however satisfying i
may be to individuals, deli-
nitely call for total systemic
effort rather than at the indi-
vidual level alone. This is
where the continued failure to
set in motion police reforms as
envisaged by the national Po-
lice Commission becomes rele-
vanl and important. And, it is
in this context that the political
and administrative authorities
(who rule the Secretariat and in
most case decisively influence
pelicies, particularly relating
to police administration} have
to own their share of blame.

A few days ago., a former
Union Home Minister con-
fessed to the fact that he looked
foolish in trying to press for
reforims to make the police ca-
pable of functioning more reli-
ably, impartially and in an ac-
countable manner. He made no
secret of the fact that not even
one Chief Minister of all the
State in the country, to all of
whom he wrote personally,
though it fit to even acknowl-
edge, leave alone act on his sug-
gestions. He further clarified
that the suggestions made by
him did not involve any finan-
cial burden but only adminis-
trative action. I am relerring to
these remarks of the lormer HM
hoping that this would help the
readers to more clearly appre-
ciate the politics behind police
reforms in the country. It is

ardonable to conclude that if
eft to themselves, the political
authorities would not like and

allow any worthwhile reforms
of the police in materialise.
What about the members of
the All India Services, who are
the principal lunctionaries in
the Secretariats both at the
Centre as well as the States. For
long there is a strong feeling
that the IAS has particularly

developed long term Service, o

oriepted yested interest in keep-
ing the hegemony over the po-
lice without. however. match-
ing responsibility. It would not
be easy for the political author-
ity to overcome this invisible
obstruction. After all, why
could the State Home Secre-
taries not have taken the re-
quired interest and at least got
Lhe States to send 'a’ reply to the
Union HM, if the reply was in
the negative. Let there be no
mistake about the role of the
IAS acting from behind in
stalling any worthwhile reform
of the police.

It seems the former HM
made it a point to tell the CMS
that if the Executive [ailed to
steer in the reforms to make the
poiice acceptable to the public,
the judiciary may step in and
then the executive may be faced
with a 'judicial' direction on the
matter. Incidentally, a judicial
officer played a major role in
bringing into being what is
known as 'the new police’ in the
UK. Readers are perhaps aware
of the fact that the matter of
implementing the recommen-

dations of the national Police
Commission is already before

the Supreme Court and it is
hoped thal very soon Lthe Execu-
tive would find it necessary to
steer in the required reforms.
There is an impression that
successive 1IMs have attempted
to find simplistic solutions to
major failures in the field of
law and order and crime inves-
tigation. More often than not,
the emphasis has been to deputy
additional forces, including
Central Forces. There has been
hardly any attempt to enhance
 the capability of the cutting
+cdge mechanism like the Police
Station and to pin point the
role of the prolessional hierar-
chy in terms of purposeful and
elfective supervision. At the
moment, much has been left to
be desired in these realims,

.. Unless this is looked into
with seriousness, it will not be
easy at all 1¢ have any measure
of reasonable grip over the very
unsatisfactory and unnerving
‘security’ situation which stares
in the face of every section of

the society. The case of Bihar

comes to mind where over a

dozen Police Stations were cre-

ated but the failure to notify
them in formal gazettes more or
less nullified the purpose of
creating such PSs. so is the case
of Dara Singh of Orissa, in
whose case, the entire police hi-
erarchy of Mavarbhanj district
sceims to have aver looked the
need to take follow up action af-
ter registering a number of
criminal cases against him.
There has not been adequate
public debate on such issues be-
cause political opportunism
takes over. It is obvious that we
cannot leave important matters
like police reform only in the
hands of the political parties
and the police. Why not the
public assume an effective rule?

— Muandira

The author is a former Di-
rector General of Border Secu-
rity Force.
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