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Microcredit doesn't
help economic

growth

Study claims

PT1, New York

Questioning the popular notion
that microfinance helps lift the
poor out of poverty, a new study
claims that it does not foster as
much economic development and
entrepreneurship as was previ-
ouslythought.

In the study prepared for Cato
Institute, non-partisan research
foundation, author Thomas
Dichter, who is analysing interna-
tional development since 1964,
argues that micro-loans do not
help noticeably either in economic
growthorentrepreneurship.

Microfinance provides small
loans to the poor for investment in
small businesseswhich, inturn, are
expected to lead to economic
growthand reducing poverty.
~ But Dichter distinguishes
between subsistence activities and
"real” business, asserting that
microfinance is not, in fact, used
forbusiness purposesatall.

"The average paor person in the
past (and today) is notan entrepre-
neur, and when he or she has
access to credit it is largely for
cansumption or cash flow smooth-
ing,” hesaid in the study "A Second
Look at Microfinance: The

Sequence of Growth and Credit in
Economic Histary," released
Friday.

"The average entrepreneur
prefers to start with informal credit
or savlngs rather than formal
credit,” he added.

The credit for the masses, the
author said, has been in the past,
and even today, is largely for and
about consumption and the credit
for real business is not for or about
consumption, nor does it need to
be accessible to everybody, he said.

Thehistoryofeconomic develop-
ment shows that growth comes first
and then mass credit develops and
even then, the credit is for consump-
tion, notinvestment, hesaid.

"Economic development and
its consequent massive poverty
reduction did not depend on
microcredit being made more
accessible for'income production
orassetacquisitionbya poor.

"Instead, it was the process of
development that created jobs,
which in turn made the working
poor an attractive target for finan-
cial services, beginning with sav-
ings and then moving toward
consumption so that the goods
produced would have a wider
market,” he added.

Eurozone
switches
sharply into
trade deficit
in 2006

AFP, Brussels

deficit of 8.2 billion euros (10.8
billion dollars) in 2006 compared
to a surplus of 16.2 billion the
previous year, the European
Union's Eurostat data agency said
Friday.

For the 25 EU nations as awhole
in 2006 the deficit was a massive
172.6 billion euros last year com-
paredto 111.8billionin 2005,

The eurozone trade surplus
shrank dramatically in the month
of December to 2.5 billion euros,
with both imports and exports
rising, Eurostatreported.

The December figure was
sharply down on a revised
November figure of a 5.1 billion
euro trade surplus for the 12
nations sharing the euro.

This year a thirteenth country,
Slovenia, has joined the eurozone,
while Bulgariaand Romaniajoined
the EU.

December's surplus, though
down on the previous month, wasa
complete turnaround from the
deficit of 1.1 billion euros regis-
teredin December 2005.

The first estimate for December
2006 external trade for the EU as a
whole was a deficit of 7.3 billion
euros, compared to 10.5 billion
eurosinNovember.

The eurozone recorded a trade

The Hongkong and Shanghai Banking Corporation (HSBC) Ltd In Bangladesh organised a warkshop for the 30 win-
ning teams of the first round of the regional Young Entrepreneur Awards 2006-2007 in Dhaka recently. Officials of the

bank are seen with the participants.
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Participants and officials of a workshaop titled 'HoReCa Training Excellence' pose for photographs recently, British
American Tobacco Bangladesh (BATB) arganised this daylong eventin Dhaka for the managers and staff of different

restaurantsand cafes.
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US home building at
lowest level since '97

AP, Washingron

Housing construction plunged to
the lowest level in nearly a decade
last month as the housing industry
continued to struggle with a severe
slowdown. Meanwhile, wholesale
prices dropped by 0.6 percent in
January, the biggest amount in
three months, providing fresh
evidence that inflation pressures
are easing.

Construction of new homes and
apartments plunged by 14.3 per-
cent in January, pushing total
activity down to a seasonally
adjusted annual rate of 1.408 mil-
lion units, the Commerce
Department reported Friday.

The decline pushed activity to
the slowest pace since August 1997
with construction in January 37.8
percent below the pace of a year
ago. The steep decline last month
followed two months of construc-
tion increases which had raised
hopes that perhaps the worst of the
housingslump wasover.

The weather was blamed for
part of the setback. November and
December had been unusually
mild while more normal winter
weather returned to much of the
country in January, depressing
buildingactivity.

However, economists said the
depth of the decline showed that
housing was still facing major
problems after a five-year boom
which ended last year with falling
construction and declining sales of
bothnewand existinghomes.

David Seiders, chief econamist
of the National Association of
Home Builders, said that builders
were slashing sales prices and
offering other incentives such as
upgraded kitchens and free decks
tomovehomes.

"The use of incentives has nat
abated,” he said. "The percentage
of builders trimming prices has
been increasing and the use of
non-price incentives is expanding
aswell," hesaid.

Thereportshowed thatapplica-
tions for new building permits,
considered a good barometer of
future activity, fell in January for
the 11th month out of the past 12,
dropping by 2.8 percent to an
annualrate of 1.568 million units.

By region of the country, hous-
ing construction was down 28.5
percent in the West, 15.2 percentin
the Midwest and 11.8 percent in
the South. Construction starts
were up only in the Northeast, a
gainof8.9 percent.

Analysts said the weakness in
January construction meant that
housing, which shaved morethana
percentage point off economic
growth in the last half of 2006, will
continue to be a drag going into the
newyear.

On Thursday, the National
Association of Realtors said that
sales of existing homes fell in 40
states in the fourth quarter of 2006
and home prices dropped in 49
percent of the metropolitan areas
surveyed, the widest price decline
inthe history ofthe Realtors' survey.
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