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solve this problem, this paper attempts to illustrate how microfinance by the Grameen Bank can alleviate poverty 
beyond the Millennium Development Goals (MDG). These goals are arguably limited by the use of poverty lines 
and may not reflect the true level of poverty beyond quantifications. Microfinance has become a top choice for 
bottom-up poverty alleviation despite mixed effects over past decades. In this regard, this study seeks to explore 
how microfinance as a bottom-up approach to development can widen and enhance social opportunities beyond 
quantifications and the MDG for poor people. Guided by an explorative case study design qualitative interviews 
with Grameen Bank staff and borrowers were conducted in rural villages in the divisions of Tangail and 
Manikganj in the surrounding areas of Dhaka. Three primary stakeholders were identified for further empirical 
enquiry: (1) poor people and households, (2) children and students, and (3) extremely poor people or beggars. 
The research revealed that microfinance can alleviate poverty and enhance economic as well as social 
opportunities for poor people to a certain extent. In terms of economic opportunity enhancement microfinance 
can lead to stimulation of business sectors and village economy, increased purchasing power and general access 
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may lead to increased choice to pursue what one desires, women empowerment, instrumental value, change in 
living conditions, decreased availability of household workers, increased opportunities for beggars and access to 
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million borrowers and has its roots in a village pilot project in Chittagong, Bangladesh. Grameen Bank is 
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households, (2) children and students, and (3) extremely poor people or beggars. The research revealed that 
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stimulation of business sectors and village economies, increased purchasing power and general access to 
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lead to an increase in choice to pursue what one desires, women’s empowerment, instrumental value, changes in 
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and households and (2) children and students can enhance their opportunities relatively more effectively 
compared to (3) extremely poor people or beggars.  
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1. Introduction 
 

“Eradicate extreme poverty and hunger” is the first of the eight Millennium Development Goals (MDG) as 
defined by the United Nations (United Nations, 2013b, p.6). The extremely ambitious target to halve the 
proportion of people whose income is less than $1.25 a day between 1990 and 2015 has been achieved (this is 
the international standard definition of extreme poverty based on monetary terms set up by the World Bank). 
This target has been reached five years ahead of schedule and the proportion of people living on less than $1.25 
has shrunk from 47% to 22% from 1990 to 2005 (United Nations, 2013b, p.7). In other words, between 1995 and 
2005 about 700 million more people lived in conditions of extreme poverty (United Nations, 2013b, p.7).  

 
Based on these numbers the UN may claim that poverty has been reduced and certain programs to tackle 

poverty have worked, whilst acknowledging measurement issues; due to a lack of accurate information in 
smaller and politically fragile countries as well as the general lack of data availability the results may not be fully 
accurate. There still is a lot of work to do; out of eight people one still goes hungry to bed. Also, on a global 
scale one in six children below the age of five are underweight. It is also claimed that one in four children are 
stunted. What is more, about seven percent of children below the age of five suffer from overweight, another 
form of malnutrition (United Nations, 2013b). There is an enormous potential to reduce poverty and eradicate it 
eventually by means of complex tools and strategies. Yet how to reduce poverty and tackle the development 
goals as defined by the United Nations reveals a complex discussion: how is development out of poverty and 
towards better living conditions of poorer countries in general to be pursued?  

 
There appears to be a widespread debate whether development should be a bottom-up or top-down process 

in order to bring about favorable development and institutional change. For instance, William Easterly (2006), 
professor of economics at New York University, co-director of the NYU Development Research Institute and 
one of the most cited economists argues that foreign aid cannot bring about the end of poverty. He further argues 
that aid needs to be bottom-up, that is, it needs to be targeted to individuals or smaller institutions directly. It 
should not aim to transform governments and societies, but development should happen from within. Easterly 
(2006) may be described as an advocate of local development in contrast to central planning of aid towards 
developing countries.  

 
Conversely, Jeffrey Sachs, director of The Earth Institute and UN special advisor on the MDG (having held 

the same position for Kofi Annan and now for Ban Ki-moon), argues in favor of foreign aid towards 
governments. Sachs is arguably an advocate of central planning; by means of larger sized projects and big blue 
prints development in “the South” is to be stimulated1. The success stories of UNICEF, Asia’s Green Revolution 
in food production, large scale malaria intervention schemes and the improvement of the livelihoods of millions 
can give reason to admit his is right. “Expanding beyond piecemeal approaches and applying knowledge at 
scale” has brought about institutional change as a top-down approach to development (Sachs, 2006). Just like 
Sachs, political leaders, among other Gordon Brown have pushed for aid to development countries. The 
prominence of the top-development development aid was also supported at Davos in 2005 when the MDG and 
the goal to eradicate poverty took priority in the meeting (Easterly, 2006, p.4).2 The importance and concern held 
by the participants to make poverty alleviation a priority underscored the call for more foreign aid (WEF, 2014). 

 
Yet the debate evolves when discussing how poverty eradication can be achieved, bottom-up and/or top-

down? An enormous effort has been put into microfinance as program for eradicating poverty as one of many 
bottom-up poverty alleviation strategies. Bateman (2008) argues in his work that Muhammad Yunus (Nobel 
Peace price winner of 2006 for his work with the Grameen Bank for poor people and the pioneering with 
microfinance in the 1980s in Bangladesh) has let microfinance become the international development 
community’s poverty reduction policy and program of choice. Microfinance is described as “a set of financial 
practices designed to serve the unbanked poor” (Armedáriz & Labie, 2011, p.3). It is essentially a financial 
product or service that should serve poorer people and give them the capability to pursue a goal. Tapping into 
social entrepreneurship and individual empowerment microfinance seems obviously a top choice in favor of 
bottom-up advocates of development.  

 
However, over the last decades microfinance in Bangladesh (and in general) has evolved; many programs 

have been shaped by neoliberal developments that have led to abandoning the core cause to help the poor out of 
poverty and creating profit-maximizing enterprises. Their social and substantive economic impacts are unclear 

                                                
1 By “the South” one commonly refers to nations with less economic development (among others) (Kitchin et al., 2009). 
2 In Davos world leaders and influential people, ranging from politicians to entrepreneurs meet informally to discuss global 
trends and issues on annual basis.  
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(Bateman, 2008). This phenomenon is also discussed under the name “mission drift” which depicts the 
evolvement of an institution’s programs. “Mission drift in microfinance arises when an MFI3 finds it profitable 
to reach out to unbanked wealthier individuals while at the same time crowding out poor clients“ (Armedáriz & 
Szafarz, 2011, p.342). This clearly would oppose to the institution’s core intentions to bring about change for 
poor individuals and provide poverty alleviation. Regardless in which direction microfinance has evolved there 
seems to be consensus that it has - “the microfinance industry has come a long way in the last 20 years” 
(Frankiewicz & Churchill, 2011, p.4). The evolvement of microfinance as depicted by the authors mentioned 
calls for further analysis of poverty and if poverty can be eradicated through MFIs. This leads to the core of this 
Master’s thesis.  
 
 

1.1. Problem 
 

Microfinance refers to giving loans to poor people in order to stimulate their entrepreneurial spirit and 
providing them with financial means to step out of poverty into a life with abundance and choice. It can provide 
them with the capability to pursue goals they could not without loans, which sounds like a concept few people 
would oppose to. However, giving loans to people is one but many of the discussions about development and 
poverty alleviation. From a general perspective the degree to which poverty and microfinance are linked with 
each other is considerably hard to assess. This is because there is a number of people who voice that 
microfinance is insufficient in putting poor people out of poverty, whilst at the same time probably an equally 
large number of people support the positive effects of microfinance; for instance when analyzing non-scientific 
and opinionated articles there seems to be a general acknowledgement of the original good intentions and 
potential of microfinance. These just mentioned sources attest that there is potential to bring about positive 
change for the poor for microcredit (Beck & Ogden, 2007; Rosenberg, 2009; Toyama, 2011; Korten, 2011; 
Sinclair, 2012). On the contrary, when going more in-depth with the analysis the discussion about the pros and 
cons of microfinance becomes complex and results of microfinance on eradicating poverty are unclear. 
Contrasting popular science and scientific literature further reveals complexities.  

 
On the one hand for instance, there are various factors that can lead to the conclusion that microcredit is not 

as effective in putting the poor out of poverty as claimed by some of the institutions. For instance, it is argued 
that microcredit does not work for the poorest of poor or for people who are disabled or elderly. It is also 
claimed that microfinance can only play a part in the reduction of poverty, as it does not provide other social 
services such as a social safety net or education (Hulme, 2007). Similarly, Fisher (2002) argues that 
microfinance can do little to promote poor people’s livelihoods if microfinance is not incorporated into a wider 
strategy promoting development. On the other hand, making the assessment even more difficult is the number of 
people who voice that microfinance does influence poverty positively. For instance, both a study from a macro-
perspective and a study on households in India concluded that microfinance reduces poverty or has significant 
positive impact on poverty reduction (Imai et al., 2010; Imai et al., 2012). Similarly, a study on development and 
GDP related to microfinance suggests that in most cases microfinance can achieve poverty reduction (Ahlin & 
Jiang, 2008). 

 
A sheer number of people have tried to assess the impact of microfinance on poverty, but there seems to be 

no general consensus (Khandker, 1998; Khandker, 2005; Haque & Yamao, 2008). Taking a normative approach, 
investigating whether microfinance is “good” or “bad” brings about the issue for whom it is good or bad, and 
what the notions good and bad entail. Therefore, examining and exploring microfinance requires the evaluator to 
break down the analysis into a more specific unit of analysis.  In addition, the analysis of the impact of 
microfinance on poverty reduction or eradication calls for a stakeholder analysis. Making use of a stakeholder 
analysis could help in exploring which stakeholders are more or less affected by microfinance. In addition it can 
facilitate guidance who to include and exclude in the analysis of who may benefit from microfinance and how 
(Mitchell et al., 1997; Roloff, 2007). Asking the normative question whether microfinance is good or bad, as 
often questioned in public and picked up by media and opinion leaders does not necessarily help in answering 
the question if microfinance has positive impact on poverty reduction and enhancing poor people’s opportunities. 
The analysis of microfinance requires going beyond asking the question if it is good or bad, and needs to single 
out specific stakeholders and make use of a specific research question. Analyzing a specific group of people, 
within a geographical scope and making use of certain indicators, for instance, poverty level or income per 
capita, helps breaking down the research into a more feasible and result oriented study.  

 

                                                
3 MFI refers to microfinance institute. 
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Understanding poverty is crucial in assessing if and how microfinance can help reduce poverty. This reveals 
the complex issue of how to define poverty – another component in figuring out the puzzle of microfinance. For 
instance, it is argued that the poor are not a homogenous group, but differ in socio-economic characteristics and 
require different forms of assistance. That means poor is not equal to poor, but there are different forms of 
poverty. For example, some people are characterized as chronically poor or ‘moderate’ and ‘hardcore poor’ in 
Bangladesh. Matin and Hulme (2009, p.79) refer to theories that “have become increasingly sophisticated” but at 
their heart the notion that poverty occurs when people experience some form of severe deprivation prevails. 
Another way of assessing poverty can be done through evaluating risk and vulnerability and whether one has the 
resources for mitigation to fall back to (Swain, 2012, pp.32–33). However, how to assess poverty is not the 
prime goal of this thesis. Rather is this study concerned with exploring microfinance as means to go beyond the 
Millennium Development Goals and to explore how opportunities for poor people can be widened. 

 
In summary the discussion of the beneficiaries of microfinance – who benefits by whose actions, and how to 

define poverty leads to several questions: How can microfinance reduce a country’s poverty level, poverty for 
women, men or individuals, and how can opportunities be enhanced for poor people. Furthermore, the discussion 
can be further broken down into where does poverty and opportunity begin and end. The problem and difficulty 
in defining beneficiaries of microfinance, that is, for whom it works requires the study to discuss the notion of 
poverty in-depth. In addition, it is an imperative to make use of a well-defined scope and research boundaries; 
this will lead to more credible inference and feasibility of the study, and foremost to a better understanding of 
microfinance and the possible relationship between microfinance and poverty alleviation. 
 
 

1.2. Research question, aim of the study and scope 
 
This study aims to explore how poverty alleviation is pursued through microfinance. Inspired by the 

Millennium Development Goals which mainly give targets on quantifications of poverty and the reduction of it I 
specifically seek to provide the reader with more understanding on how the Grameen Bank is tackling poverty 
that goes beyond income as indicator. In particular this thesis tries to reflect the efforts in reducing poverty 
against the MDG and poverty lines and even goes beyond that. Poverty is not only identified as a lack of 
monetary means, but as the deprivation of capabilities and opportunities to pursue what a poor person desires. As 
a result this study explores how microfinance can go beyond providing monetary opportunities for the poor. In 
this regard the study aims to explore how microfinance goes beyond providing poverty alleviation in terms of 
higher incomes and focuses not only on the monetary dimension of poverty. In other words, this thesis seeks to 
explore how microfinance may widen poor people’s opportunities and enhance their capabilities, which go 
beyond assessing microfinance only in terms of financial indicators.  

 
Core research question 
 

How does microfinance exercised by the Grameen Bank facilitate poverty alleviation for poor people through 
economic intervention that goes beyond reaching the Millennium Development Goals on poverty in regards to 

widening social opportunities and capability enhancement in rural Bangladesh? 
 

In this regard, social opportunities and the enhancement of capabilities are considered effects that enable 
poor people access to services, products and life styles they would not have without microfinance. This can 
include not only economic safety, but also social empowerment, and access to education, drinking water and 
healthcare.  

 
This study also addresses several sub-research themes and seeks to explore how microfinance can help in 

reducing poverty for specific groups of poor people. These include groups such as children, students, ‘beggars,’ 
and elderly people. In addition, this paper delivers on how the Grameen Bank judges its effectiveness on 
reaching the poorest of the poor. Amongst the vast amount of criticism towards microfinance the overall goal of 
this thesis is to further contribute to the discussion on the effectiveness of microfinance as a tool for poverty 
eradication. Thereby it specifically aims to highlight the Grameen Bank’s efforts in poverty reduction that go 
beyond the Millennium Development Goals. 

 
I seek to make use of a two-tiered research approach throughout this thesis. I seek to explore and contribute 

to the controversial debate on the effectiveness of microfinance on poverty alleviation by both reviewing theory 
and by approaching the research problem through a qualitative method. In particular, this thesis seeks to explore 
the Grameen Bank, a pioneering microfinance institution in Bangladesh, as a case study. On the one hand the 
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thesis draws upon an extensive literature and a vast amount of studies on the effectiveness of microfinance and 
on the other hand it draws upon qualitative case study research, which is conducted in the field in Bangladesh. 

 
In terms of research scope the study puts contextual emphasis on rural Bangladesh. I am making use of 

experts’ interviews at the Grameen Bank and interviews with borrowers in villages in Bangladesh - with the 
ambition to exclusively address the research problems and questions through a qualitative method and a 
literature review.  

 
 
1.3. Research rationale and opportunity 

 
As a result of the problems stated and the mixed consensus on whether development should be geared 

towards governments in the form of foreign aid (top-down centrally planned) or towards individuals or 
institutions directly (bottom-up tapping into social entrepreneurship) the discussion spans further. It leads to the 
core issue whether poverty can be eradicated or alleviated through microfinance as a bottom-up practice that 
enables opportunity enhancement. In 2015 the MDG will phase out and based on these a new set of goals will be 
defined. At Rio+20 (also known as Rio 2012 or the Earth Summit 2012) it was agreed to start a process to 
develop Sustainable Development Goals (SDG) - the successor of the Millennium Development Goals (United 
Nations, n.d.). Having the opportunity to follow the transition from MDG to SDG enables to re-evaluate how 
successfully the MDG have been reached. It is claimed that countries have made substantial progress towards 
reaching the goals (Sachs, 2012). However, how and which tools were used to bring about a reduction in poverty 
rates provides opportunity to explore this topic in-depth.  

 
Other studies usually focus on generically assessing if and how microfinance can have impact on poverty 

reduction on macro scale in order to formulate generic conclusions; whether microfinance works or not. On the 
contrary, this study seeks to explore on the one hand how microfinance may have impact beyond the Millennium 
Development Goals and on the other hand this study makes use of a case study research designed to specifically 
explore one institution and its effectiveness from a stakeholder perspective. 

 
Given the scope of this Master’s thesis there is the opportunity to distinctively explore and contrast one of 

the MDG - eradicating poverty. Furthermore there is the opportunity to evaluate how successfully the Grameen 
Bank, a major player and pioneer in microfinance, is eradicating poverty for poor people and providing them 
with more opportunities through financial means in Bangladesh. Also, this will shine light on the discussion if 
development to eradicate poverty can be achieved through bottom-up measures. Because of the significance of 
the UN and its programs, as well as the UN’s global policy influence on countries, institutions, politics and 
individuals, the SDG and MDG respectively are of major importance today. This underscores the relevance of 
conducting research on MDG and beyond as well as on poverty reduction. In addition, the Grameen Bank, given 
its history and influence as well as significance supports the relevance to explore this specific institution. 

 
 

1.4. Outline 
 

This chapter briefly introduces the outline and rationale of this thesis structure. The outline of this thesis is 
illustrated in Figure 1 depicting the general structure of the study roughly divided into seven chapters. 
 

 

Fig. 1. Outline of this thesis. 
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In Chapter 2 the methodology and research design are introduced. It is shown that an exploratory qualitative 
research approach is chosen with the Grameen Bank as the unit of analysis. It is also illustrated that I seek to 
analyze and collect data through a case study design that makes use of interviews and observations as primary 
methods of data collection. I show how fieldwork is conducted and how the methods of data collection and 
analysis are used based on a sampling framework developed for this research. What is more the theoretical 
framework as the backbone of this thesis is introduced. 

 
Based on the theoretical framework Chapter 3 discusses theory required to understand. First theory on 

microfinance, poverty and stakeholders are reviewed. I seek to define microfinance and explore how economic 
intervention may alleviate poverty for poor people. Also, poverty theories are explored including thoughts on 
poverty lines, vulnerability and capability deprivation as a form of poverty. In regards to stakeholder theory I 
seek to identify groups of poor people as a receivers of microfinance. Lastly, this chapter provides the conceptual 
framework, which is the logical foundation and rationale of this study.  

 
Chapter 4 provides background information for this study. It provides information on Grameen Bank and 

briefly reviews its history, structure, philosophy, products and services. Also, the Millennium Development 
Goals as well as the Sustainable Development Goals are briefly reviewed in order to give the reader a better 
understanding of the subject.  

 
Rooted in the conceptual framework Chapter 5 introduces the opportunities microfinance and the Grameen 

Bank can enable poor people. In other words the empirical study conducted at Grameen Bank in Dhaka and rural 
villages in Bangladesh is introduced. I illustrate the gained results from a macro perspective and in terms of 
economic and social opportunities poor people may gain.  

 
Chapter 6 reflects and discusses the results in conjunction with existing findings and theory of other studies. 

It puts particular emphasis on where existing studies contradict, but also confirm with the findings of this 
research from a stakeholder perspective. 

 
In Chapter 7 I seek to formulate a conclusion. On the one hand the conclusion takes into consideration the 

positive aspects that go beyond economic benefits for poor people and on the other hand it takes into 
consideration the limitations of microfinance on poverty alleviation. Additionally, limitations to this study and a 
suggestion for further research are mentioned.  
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2.  Research design and method 
 
In this chapter I introduce the theoretical and practical foundations of this study, in other words the study’s 

research design and methods used. Throughout this chapter the rationale for choosing a qualitative approach 
rooted in exploratory research design is explained. It is further reasoned why interviews and observations, 
supported by a literature review as methods are used as main sources of data for further analysis. In addition, I 
briefly discuss the rationale for choosing the Grameen Bank as the unit of analysis. Heavily intertwined with the 
research design and methods used I also formulate the theoretical framework which helps guiding the entire 
research; it is explained how the theoretical framework is developed and which literature it is based on. I also 
seek to formulate the scope of the research design and introduce the general research approach. 

 
The nature of inquiry, in other words the data collection through a field trip to Grameen Bank’s head quarter 

in Dhaka and surrounding villages in rural Bangladesh in March 2014, requires cautious choice of methods for 
data collection. Given the nature of this research the qualitative enquiry can be understood as a continuous 
process. First, contact with the organization was established and permission for conducting research and a field 
study was requested. The sampling process and the selection of regions and villages for conducting the actual 
fieldwork were done at site in Bangladesh. 

 
As already briefly mentioned, for this study an explorative research design facilitated by a qualitative 

research approach, supported by an extensive literature review is chosen. A research design can be understood as 
a blueprint, framework or simply the foundation for conducting a research project. A research design branches 
out into exploratory research and conclusive research design. Because an exploratory research design can help in 
providing insights and understanding as main objectives of a research it is regarded as suitable choice for this 
study (Malhotra, 2010). An explorative research appears appropriate because on the one hand I seek to remain 
flexible throughout the research (given field research is involved) and on the other hand I am concerned with 
discovering new ideas and insights into microfinance and how the Grameen Bank may bring about poverty 
alleviation in Bangladesh. This allows for contributing to the existing discussion of the effectiveness of 
microfinance on poverty alleviation. In contrast, a conclusive research design, which often involves either 
descriptive or causal research, seems inappropriate given the study’s purpose and goals; in other words I neither 
seek to describe the Grameen Bank’s work with microfinance nor do I seek to find any causal relationships, but 
I am on top of all concerned with understanding and exploring how the institution is tackling poverty through 
microfinance (Malhotra, 2010). 
 
 

2.1. Research design 
 

An exploratory research design suggests a qualitative research approach and the use of interviews and case 
studies, and also allows for observations as methods (Silverman, 1993; Malhotra, 2010). On the one hand 
qualitative research means to “gain a qualitative understanding of the underlying reasons and motivations” with 
the outcome to “develop an initial understanding” and on the other hand it can be described as “any type of 
research that produces finding not arrived at by statistical procedures or other means of quantifications” (Strauss 
& Corbin, 1998; Malhotra, 2010). As a result of the initial objective to analyze the impact of microfinance on 
poverty beyond poverty lines and quantifications of income and related indicators this approach seems more 
applicable than any other. It is said that a qualitative approach can reveal values, emotional drives, and 
motivations at subconscious level (Malhotra, 2010); regarding the research objectives to go beyond analyzing 
economic indicators and understanding how microfinance works in helping poor people this method seems more 
applicable in contrast to quantifying responses.  

 
Eisenhardt (1989, p.534) describes that case study method is a “strategy which focuses on the understanding 

the dynamics of the present within a single setting” and is further mentioned as an applicable method when the 
research is concerned with the exploration of subject with ‘how’ or ‘why’ questions (Yin, 1984; Gray, 2004). 
This study seeks to draw on the method’s advantages, which allows for the study to “explore many themes and 
subjects, but from a much more focused range of people, organizations, or contexts” (Gray, 2004, p.123). In 
addition a case study design enables to collect data from “multiple sources including documentation, archives, 
interviews, and direct or participant observation” (Gray, 2004, p.149).  

 
Specifically the study makes use of a type one case study, which is a holistic case with a single unit of 

analysis and single case design in contrast to making use of several units of analysis and multiple cases (Yin, 
1984). This type of case study is context applicable for this study. On the one hand because of the clear research 
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scope and limited resources for this study that do not allow for the exploration of multiple cases and on the other, 
because this study explores the Grameen Bank as a “unique case” (Yin, 1984, p.43) – the Grameen Bank is the 
pioneer of microfinance in rural Bangladesh. Its focus is primarily on women (almost 100%) and it is established 
as a bank, which does not seek to maximize profits – in contrast to other organizations and NGOs that also 
provide microfinance. Regarding the limitations of this method and often mentioned criticism that through a 
single case no generalizations can be made may be rejected (Yin, 1984; Flyvbjerg, 2006). For instance, Yin 
(1984, p.21) mentions case studies are “generalizable to theoretical propositions and not to populations or 
universes” when having in mind that the research does not try to “represent a sample” but seeks to “expand and 
generalize theories … and not to enumerate frequencies.” Also, because this study is concerned with exploring 
microfinance, specifically how an organization like the Grameen Bank tries to alleviate poverty qualitatively, 
(going beyond quantifications of income, poverty lines, and the like), a case study design seems undoubtedly 
applicable.  

 
Regarding the choice of data collection in more concrete terms, this case makes use of both personal and e-

mail interviews as main methods for data collection, whereby personal interviews are the primary source of data. 
Interviews which are described as the “most ordinary and the most extraordinary ways you can explore someone 
else’s experience” allow for getting unexpected insights and information the person had not considered giving 
away (Richards, 2009, pp.42–43). The choice for interviews over other techniques is backed up by Gray (2004) 
who judges interviews as the “most logical research technique” if the research is exploratory. E-mail interviews 
offer several opportunities, such as that the method can be quickly and conveniently used and give access to 
people one otherwise could not reach (Meho, 2006). In-depth interviews allow for getting insight and 
understanding and are applicable in situations that require sensitivity, for example when discussing personal 
finances (Malhotra, 2010). To simplify the discussion on what an in-depth interview constitutes to and how it 
may differ from interviews I refer to Rapley (2004) who generically classifies both interviews and in-depth 
interviews under the umbrella “qualitative interviews.” As a result, I do not differentiate between in-depth 
interviews, interviews, or e-mail interviews, but simply refer to them as ‘interviews.’ Since discussing financials 
and sensitive topics with people, such as income, poverty, or the social life of borrowers and the interaction 
between bank employees and clients (that is, poor people) interviews are considerably more appropriate than any 
other method of data collection. 

 
In addition observations are conducted as means for data collection to support the qualitative enquiry 

through interviews with people in the field. Observation is described as “the act of noting a phenomenon, often 
with instruments, and recording it for scientific purposes” that can go beyond just visual observation and include 
all of our senses (Angrosino, 2007, p.54). The observations are conducted in villages and their surroundings, 
homes of borrowers and branch offices in rural Bangladesh; it includes note taking of the conditions of villages 
and housing, environment and the general perceptions of borrowers’ well-being and their stage of social and 
economic development. Just like Yin (1984, p.85) mentions that “observational evidence” can support and 
provide more information on the topic studied, this case only makes use of observations as secondary means of 
data collection. 

 
In conclusion, as a result of the research question, which enquires about the exploration of the provision of 

microfinance by the Grameen Bank an explorative research design is chosen. This suggests making use of 
qualitative research and a case study design that allows for exploring the topic in-depth. I argue, that a qualitative 
and exploratory research approach as well as case study design is applicable, because on the one hand I seek to 
address and explore in-depth the dynamics and effectiveness microfinance - that means on poverty and poor 
people in rural areas; and on the other hand because other methods do not offer similar effective practices 
required for exploring the subject. Mainly personal and e-mail interviews are chosen as means of data collection 
and qualify as applicable method as a result of their potential to explore and reveal underlying beliefs, 
motivations and perceptions. What is more, through observations I seek to support the evidence gained by the 
conducted interviews. 

 
 

2.1.1. Theoretical framework 
 

Throughout this chapter the development of the theoretical framework is introduced. In the beginning an 
extensive literature review is conducted. An extensive literature review is required because of two reasons: 
firstly, to explore and understand existing studies on the relationship between poverty and microfinance that can 
contribute to this study. And secondly, a literature review is required to give a solid basis and understanding of 
the literature necessary to form a theoretical and conceptual framework.  
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Gathering and analyzing a vast amount of resources and literature initiate the process in the development of 
the theoretical framework. The review included mainly literature on the Millennium Development Goals, the 
Sustainable Development Goals, development theory, microfinance, poverty theories and stakeholder theory. 
Furthermore theory on service marketing and the creation of value through services are included in the review. 
In addition theory on explorative and qualitative research was reviewed. Throughout the reviewing process the 
selection of literature was narrowed down in order to specifically address the research problem and questions. 
This led to the development of the theoretical framework, which serves as a guide through the research. 

 
A theoretical framework can be understood as a structure to support and guide the research study. It 

enhances the understanding of the described theory and why research is conducted (University of Southern 
California, 2014). In the research process “the central piece is the development of a theoretical framework to 
guide your research decisions. The theoretical framework is a structure that identifies and describes the major 
elements, variables, or constructs that organize your scholarship. It is used to hypothesize, understand, or give 
meaning to the relationships among the elements that influence, affect, or predict the events or outcomes you 
specify” (Ennis, 1999, pp.129–140).  

 
According to these definitions the theoretical framework is developed and includes four elements. Theory, 

definitions and the evolvement and current significance of microfinance are an imperative for further 
understanding of the research and are included in the framework. It is necessary to understand theories on 
microfinance and arguments in favor of microfinance as a tool for economic poverty reduction – thus impacting 
the capability of individuals. However, the impact of microfinance can also be understood as value creation for 
poor people. As a result theory and concepts on service marketing, that is, how services can be understood as 
value creation for customers (poor people) are included in the theoretical framework. These are also used to 
formulate the conceptual framework at later stage.  

 
Also, theories on poverty, vulnerability and capability deprivation as a result of poverty according to 

Amartya Sen are included (1999, p.87). When assessing the impact of microfinance on poverty one is required to 
explore what poverty entails, how it is defined and its significance on individuals. The three-dimensional 
approach on defining poverty in terms of poverty lines, vulnerability, and capability offers a suitable guide for 
further research throughout this thesis. 

 
Lastly, in order to understand how someone and who someone is affected by microfinance stakeholders 

need to be identified. Stakeholders can be understood as persons, groups, neighborhoods, societies or institutions 
(Mitchell et al., 1997). How microfinance can affect the capabilities of individuals (or create value) and poverty 
respectively requires an understanding of stakeholder theory. Stakeholder theory and models can help in creating 
a map of relationships how an institution (e.g. the microfinance institution) may interact with its stakeholders. As 
a result it is chosen to be part of the theoretical framework. 

 
The exploration of the mentioned theories and concepts should give a better understanding to questions such 

as, why is it necessary to understand poverty? What is poverty? How can poverty be defined and measured – can 
the capability approach by Sen help in understanding how people may be deprived and lack resources? What is 
microfinance, how has it evolved and what role can it play in poverty alleviation, thus enhancing capabilities and 
creating value, and reaching the Millennium Development Goals? Which stakeholders, that is, for instance which 
groups or individuals are affected the most or least by microfinance – for whom is the most or least value 
created?  
 
 

2.1.2. Unit of analysis 
 

As already mentioned, given the nature of the case study a single unit of analysis is identified. The unit of 
analysis usually includes either individuals, groups, organizations or communities (Gray, 2004). Yin (1984) 
argues that the unit of analysis is usually linked to the research question and how it is defined. This study (and 
case) is primarily concerned with exploring how the Grameen Bank as pioneer of microfinance in Bangladesh 
may have impact on the livelihoods of poor people beyond the dimensions of poverty lines and quantifications of 
income; therefore the unit that is explored and analyzed throughout this paper is the organization Grameen Bank 
and its provision of microfinance geared towards poor people in rural Bangladesh. 

 
Through focusing on this unit the study seeks to illuminate how microfinance can contribute to eradicating 

poverty and enabling more than just income opportunities for poor people. It furthermore provides background 
information on microfinance as a generic tool to eradicate poverty. In order to explore the unit of analysis both a 
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theoretical and conceptual framework are defined, which provide a logical foundation in order to understand the 
mechanisms of microfinance for poverty reduction. 

 
 
2.2. Sampling framework 

 
Throughout this research I make use of a mixed sampling approach. On the one hand I make use of 

convenience sampling and on the other hand of judgmental sampling – both techniques are classified as 
nonprobability sampling techniques (Malhotra, 2010). According to Malhotra (2010, p.376) a nonprobability 
sampling approach “relies on the personal judgment of the research rather than chance to select sample 
elements.” Although this approach limits the chance to include everyone as potential sample (among other 
limitations) both convenience and judgmental sampling are chosen as applicable methods because they are 
relatively easy to apply, are not time consuming and allow for giving the researcher flexibility.  

 
Given the nature of the field trip to Dhaka and villages these techniques enabled me to select samples that 

can potentially deliver on my research aim and goals. The samples selected are based on my personal judgment 
and variables such as experience, knowledge, expertise and language skills. In addition the rather flexible 
approach, which allows for sampling people who happen to be at the right place at the right time enables 
widening the number of potential samples in different institutional levels as well as geographically. 

 
Given the organizational structure, which allows for sampling several managerial levels two different kinds 

of questionnaires specifically targeted to both employees and borrowers to explore the impact of microfinance in 
terms of poverty alleviation for poor people are designed (see Appendix I). Each sample is presented with the 
exact same questions regardless of his or her position. It is chosen to question employees in all organizational 
levels, from Head Office to field level and borrowers. Both the answers by Grameen Bank from the different 
organizational levels and the answers by the borrowers are crosschecked for consistency among and against each 
other. A hypothesis is formed that there is consistency in the answers if the interviewees reveal similar or the 
same responses in different levels. In other words if in each level similar answers are presented there is 
consistency and therefore the answers can be validated as arguably true. The process and framework of how to 
validate answers by interviewees is depicted in the Figure 2. 
 

The questioning process, as well as sampling process starts 
top-down in the Head Office where former area managers and 
employees with considerable experience work. Usually employees 
gradually move up the ladder from field level to more strategic 
levels before transferring to the head quarter into different 
departments after a considerably long career within Grameen 
Bank. Employees in the head office are much closer to strategic 
decisions taken by the institution. Also, it can be argued that by 
being present in the head quarter there is increased awareness for 
how the institution may strategically evolve in the future. As a 
result I selected some of these as samples as they have the ability 
to reveal their opinions and perceptions based on several years of 
experience in different areas or zones, and can represent Grameen 
Bank from the perspective of the head quarter. Whilst the 
personnel on the top of the hierarchy must rely on numbers and 
reports from zones and areas, managers and employees at field 
level can witness and experience the institution’s impact on 
ground level. Therefore it is vital to continue the questioning 
process, which starts on the top through to the bottom of the 
institutional pyramid. In other words, after having started the 
questioning process in Head Office level it continues moving 
down the ladder from strategic to more operational levels: from 
Zonal Managers to Area Managers, Branch Managers and Center 
Managers. This process allows for crosschecking how answers by 
the personnel in strategic positions (who are arguably not as close 
to the field) may differ from operational positions at later stage.  

 
Lastly borrowers are also interviewed. Borrowers differ in terms of which kinds of loans and services they 

take out. In this study regular borrowers and members of Grameen Bank, microenterprise borrowers, housing 

 
 
Fig. 2. Sampling framework and inquiry 
process through all levels of the organization. 
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loan borrowers, struggling member borrowers (‘Beggars’), higher education loan receivers, and one scholarship 
receiver serve as samples. An overview of the interviewees can be found in the Appendix II.   

 
After having questioned employees through all the different levels of the Grameen network and borrowers 

in the field the responses are crosschecked for consistency and validity (dashed arrows in Fig. 2). If the answers 
turn out to be similar I argue there is consistency and can be validated as true. If there are contradictions among 
the answers it can be argued that microcredit and the Grameen Bank’s work may have limitations in terms of 
reducing poverty – more on that in Chapter 2.5. 

 
In conclusion it can be argued that data was collected vertically as well as horizontally. In terms of vertical 

sampling employees from different management levels functioned as interview partners and point of reference. 
In addition and in terms of horizontal sampling more than just one person in each level functioned as sample 
(with the exception of Zonal Managers). This process allows for approaching saturation of sampling categories 
(Silverman, 1993). In other words, adding more samples horizontally or vertically would not add more 
significant value.  
 
 

2.3. Data collection 
 

Data collection is primarily based on interviews. Additionally, observations in the field are used as 
supportive method of data collection. Also, various company documents, including maps, or documents 
depicting information on statistics or performance of branches or zones are collected and used as source of 
information. 

 
Interviews involved personal and group conversations, as well as e-mail interviews. Primarily data was 

collected through personal one-on-one interviews with a total number of 15 managers and coordinators at 
Grameen Bank. In addition, about 40 borrowers, i.e. clients of Grameen Bank were interviewed. The number of 
vertical levels involved for enquiry and the number of samples within a level allowed me to strive for 
“theoretical saturation,” i.e. no substantially new theory could be collected anymore (Strauss & Corbin, 1998, 
p.292). Depending on the situation the interviews were either conducted individually or in groups. For instance, 
often center meetings in villages did not allow for questioning borrowers individually because of cultural 
constraints and privacy reasons. Therefore, sometimes questions were addressed towards an individual but 
within a group of borrowers. Also a translator was most of time required to facilitate the conversations and 
overcome language barriers. As a result of that a certain bias may have to be assumed in terms of data 
authenticity, further research and exploration allowing for crosschecking with this research is suggested.  

 
Because of company policy and also personal preferences the samples did not authorize audio records. 

Therefore, tediously hand written filed notes were taken during the interviews. Immediately after or as soon as 
possible a computer facilitated memo for each single interview was created. A memo is a “written record of 
analysis that may vary in type and form” that can help as a reminder and source of information (Strauss & 
Corbin, 1998, p.217). In this study’s context its core element is the summary of the conversation as well as 
reflections and key points observed (a blank memo can be found in the Appendix III). Some managers preferred 
answering the questions in writing, which on the one hand creates limitations but on the other hand also has 
some advantages. In terms of limitations it was not always possible to go in-depth into the subject and to clarify 
certain given answers, nevertheless, it provided me with access to more people and allowed for cost and time 
effective questioning of people that otherwise could not have been reached through personal interviews. 

 
As mentioned, data was also collected in conjunction with interviews in the form of observations. Just like 

field notes were taken throughout interviews, also during the observations impressions, perceptions and other 
remarks were collected through field notes. As the research conducted is relatively small given the amount of 
people involved and the number of villages visited field notes as method of data collection is applicable 
(Richards, 2009). The observations primarily entailed visiting villages, the homes of people, businesses and 
warehouses, as well as the general analysis and collection of impressions by walking through courtyards and the 
surroundings of the villages. The impressions and observations gained were copied on paper throughout the 
process and later digitally stored and put into a memo format (just like the interviews). 

 
Data was mainly collected in villages in the regions of Tangail and Manikganj (Figure 3 in red) about 

100km from Dhaka city. In addition data was also collected at the Grameen Bank head quarter in Dhaka.4 

                                                
4 For more information about the Grameen Bank please refer to Chapter 4. 
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Tangail is the second oldest division served by Grameen Bank, whereby Manikganj is the fourth oldest district 
served. 
 

The Tangail zonal office 
oversees eight area offices, 78 
branches, and 4,467 centers. Overall 
40,453 groups of borrowers, that is 
293,512 borrowers are under the 
supervision of the zonal office 
(Grameen Bank, 2014d). Manikganj 
has a similar size and comprises of 
six areas, 62 branches and 3,837 
centers, which constitute to 36,485 
groups and 210,531 members 
(Grameen Bank, 2014c). The Tangail 
and Manikganj regions appear to be 
ideal geographical samples to explore 
the impact of Grameen Bank’s efforts 
in reducing poverty because of their 
maturity and size. Therefore the 
long-term impact of the institution on 
borrowers’ well-being can be 
depicted with ease and arguably good 
inferences on how Grameen Bank has contributed to changes and development can be made. Both a complete 
map of the different zones served by Grameen Bank and more background information on Bangladesh can be 
found in the Appendix IV. 

 
 
2.4. Analysis 

 
The first step of the analysis involved that the hand written observations and field notes taken through 

interviews were transcribed on a computer before further analyzing them. At this stage data was reduced so that 
it was “as large as needs to be and as small as it can be” (Richards, 2009, p.61). Data reduction is “the process of 
selecting, focusing, simplifying, abstracting, and transforming the data that appear in written-up field notes or 
transcriptions” (Miles & Huberman, 1994, p.11). In other words, not everything that was noted down as field 
note was also transcribed into the memo format – only essential information needed for the research, i.e. 
information required to explore the research goal was put into the memo for further analysis. The criteria were 
based on my personal judgment. 

 
After having transcribed the raw data, that is, hand written field notes on interviews and observations, all 

existing memos depicting interview summaries, observations and other key information were printed out. Next, 
the print outs were analyzed for emerging themes, which then were marked and labeled on the same paper – 
attention was thereby paid to the meaning of words and not the words themselves (Miles & Huberman, 1994). 
This study seeks to draw upon Agar’s work where it is mentioned that the conventional advice suggests going 
through transcripts with a pencil and marking off similar units in order to divide them into topics and subtopics 
(Miles & Huberman, 1994, p.57). Through coding I grouped data into categories; thereby I refer to “open 
coding,” which involves that “data are broken down into discrete parts, closely examined, and compared for 
similarities and differences” (Strauss & Corbin, 1998, p.102).  

 
Through labeling the field notes and analyzing for codes and categories, respectively the results of this 

research are eventually revealed. The analysis revealed three main blocks, which are microfinance contrasting 
the Millennium Development Goals from a macro perspective; a summary of economic and social opportunities 
poor people may gain - these are attributed to either financial or social impact; and opportunity enhancement 
from a stakeholder perspective.  

 
Given that the analysis of both staff and borrowers resulted in consistency, that is, these two groups revealed 

similar answers to the empirical enquiry it was possible to present opportunity enhancements for poor people in 
an aggregated nature. In other words, the results were analyzed in a way so that aggregated results in terms of 
categories could be displayed. More information on the results can be found in Chapter 5.  
 

 
Fig. 3. Tangail (l.) and Manikganj district (r.) (Wikimedia Commons, 2009b; 
Wikimedia Commons, 2009a). 
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2.5. Quality assurance and ethical aspects 
 

Firstly, as interviews could not be recorded, whenever possible after an interview the summary of the 
conversation was forwarded to the interviewee for validation. The limitation faced was that some of the 
managers had no access to computers and e-mails at village level or lower managerial levels. Also, borrowers 
had no e-mail addresses and presenting summaries as hardcopies for validation was not possible due to several 
constraints, such as logistics or language problems. As a result, conversations with borrowers were not validated 
as such, but both the borrowers themselves and Grameen Bank granted permission upfront for further analysis 
for this study – this was certified in writing. In contrast, e-mail interviews naturally had the advantage of 
granting upfront validation and permission, this is because the answers were given in writing by the interviewee 
him- or herself and it was therefore not necessary to do any follow-ups in this matter. Overall, this had two 
positive implications, on the one hand it supported the authenticity and professionalism of this study and on the 
other hand it enriched the research in terms of ethics – all the interviewees were aware and informed about the 
intention of my enquiry and how data was further used, that is for the sole purpose of this research. 

 
Secondly, regarding the validation of the authenticity and quality of data I argue that the answers can be 

regarded as true and honest. This is because the rigorous enquiry process presented in the earlier section allowed 
for crosschecking answers from top-to-bottom of the different management levels, vice versa. As mentioned 
before, it was not only vertically enquired through the different management levels, but also horizontally – that 
is, in the same management level. In other words, in all cases but with the Zonal Manager more than one sample 
from each management level was taken as sample for enquiry, which allowed for better validation. 

 
Overall it can be concluded that the answers given to my questionnaires are similar and consistent. 

Conflicting answers do not necessarily imply that answers are wrong or that they do not reveal the actual reality. 
Consistency in the answers provided also allows for displaying results in an aggregated form; this has the 
implication that results can be displayed in terms of categories and no emphasis needs to be put on which 
stakeholder mentions what as the results are similar or identical. 

 
 
2.6. Limitations 
 
It is vital to mention that this study is limited in validity to a certain extent because of various factors. In 

terms of method and research design this study makes use of a single case design with one unit of analysis. In 
other words, only one case was conducted, which again implies that inferences can only be made with greater 
caution when arguing from a specific sample to a population if desired.  

 
Although a considerably large amount of samples was interviewed, including both staff of Grameen Bank 

and borrowers in the field, generalizations can only be made with great caution. Also even though the sampling 
areas (Tangail and Manikganj) are proven to be suitable in size, maturity and socio-economic factors it is 
required to stress that Grameen Bank oversees a couple of dozen divisions. Therefore the considerably small 
number of two sampling areas gives reason to only cautiously infer generalizations in case this is wished. 
 

With regard to data collection a bias to a certain extent can be assumed. In most of the cases when enquiring 
about data a translator was required which may have resulted in data loss through bad translations. In addition 
when interviewing borrowers in the field Grameen Bank staff was almost exclusively present. It may be assumed 
that women and borrowers were not able to freely speak and reveal their actual beliefs and feelings throughout 
the exploration. Similarly, often I was only able to interview employees while their superiors were in hearing 
distance. This also implies that a certain bias may have to be assumed, as employees might not freely speak to 
avoid negative feedback from their bosses. 

 
As this research was conducted in the field with Grameen Bank employees as guides and facilitators it also 

needs to be stressed that I was dependent on the institution. I was only able to visit villages, talk to borrowers 
and enquire about data by the help of the Grameen Bank staff. Although it is unlikely it needs to be stressed that 
Grameen Bank may have influenced this research by showing specific villages on purpose to create positive 
impressions for the bank. Also, the answers given to by staff may have been biased for marketing and promotion 
reasons. In other words, Grameen Bank may have illustrated their positive efforts and success stories in better 
light than they are in reality, whilst for instance illustrating negative examples as exceptions.  
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3. Theory 
 

This chapter introduces the theoretical foundation of this thesis relevant and required to explore. The chapter 
first broadly introduces microfinance. It explores definitions of both microfinance and microcredit and explores 
how microfinance may have impact on poverty from a theoretical perspective, in other words, how microfinance 
may generate value for poor people whilst reducing poverty. As microfinance in theory may reduce poverty it is 
required to understand the different notions of poverty. It is shown how poverty can have many meanings and 
that there is no general consensus on how to define poverty. As a result three approaches on how to define 
poverty are explored; poverty in terms of poverty lines, which roots in the assessment of income and 
consumption, poverty in terms of capability deprivation according to the work of Amartya Sen, and theories on 
vulnerability. The chapter narrows down the exploration of microfinance and poverty by making use of 
stakeholder theory. It is explored how stakeholder theory can help in addressing which people are involved in the 
microfinance network. 
 
 

3.1. Microfinance and economic poverty intervention 
 

This section deals with microfinance and microcredit in context with poverty. First the evolvement of 
microcredit over the last couple of decades is explored. It is also shown where microfinance has its roots and 
similar microcredit-like initiatives that can be traced back a couple of hundred years are briefly explored. 
Thereafter it is shown how microfinance and microcredit can be generically defined. It is discussed and explored 
how microfinance and microcredit are often mistakenly used synonymously even though there are linguistic and 
technical differences between the two. The chapter draws upon definitions from renowned authors and 
dictionaries as well as financial institutions operating in the industry. After having provided a historical 
understanding of microfinance and how it may be defined the relationship between poverty and microfinance is 
explored in greater detail. Particular emphasis is put on how and if microfinance can have effects on people in 
terms of poverty alleviation. 
 
 

3.1.1. Defining microfinance and microcredit 
 

Institutions similar to today’s microfinance organizations existed already in the 19th century (Guinnane, 
2011). Hollies and Sweetman (1998) mention Irish loan funds and credit cooperatives such as Raiffeisen in 
Germany and Casse Rurali in Italy as well as charity organizations that provided loans to entrepreneurs in 
England as predecessors of modern microfinance. However, Guinnane points out that asking who was first 
brings about the issue of historical definitions of microfinance - the comparison of today’s MFI and similar 
institutions in the past can be critical and inaccurate because institutions in the past were different in terms of 
their institutional structure (2011, p.77). In contrast, Dichter (2007) mentions microfinance as a rather new 
phenomenon, which gained particular momentum and attention in the mid 1990s and as a result of Yunus and the 
Grameen Bank winning the Nobel peace price in 2006. This is the time and reference point used for this thesis 
too, given the scope of this study. Also, as this thesis is not concerned with a historical recap of microfinance but 
with today’s practices with emphasis on Bangladesh and the Grameen Bank the evolvement of microfinance is 
not further discussed. 

 
First of all it is necessary to understand what can be meant by credit before going further in-depth on 

microcredit and microfinance. Credit can be been seen as products that “offer clients the ability to borrow money 
in exchange for an agreement to repay the funds with interest and/or fees at some future point(s) in time. Credit 
products range from working capital loans, emergency and consumption loans, to leasing products and housing 
loans. They are found at the core of the financial market system” (Ledgerwood et al., 2013, p.213). Whereas this 
definition of credit is straightforward microfinance can have many definitions and often authors talk about 
microfinance and actually mean microcredit, vice versa.  

 
Microfinance can be referred to as “the provision of financial services to the poor on a sustainable basis” 

(Armedáriz & Labie, 2011) or “as originally conceived, microfinance is the provision of tiny loans to poor 
individuals who establish or expand a simple income-generating activity” (Bateman, 2008, p.1). Bateman further 
argues that the original term was microcredit, but was subsumed into the broader term microfinance from 1990 
on. Also Ledgerwood et al. (2013, p.1) argue “the discourse has shifted from ‘microcredit’ to ‘microfinance.’” 
However, to be linguistically more precise and the draw the line between the two terms microcredit can be 
simply referred to as “small loans to poor borrowers” (Balkenhol, 2007) or “the extension of small loans to 
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entrepreneurs too poor to qualify for traditional bank loans” (The Global Development Research Center, n.d.). 
Microcredit is also described as an alternative delivery of credit, involving “the provision of collateral-free small 
loans to jointly liable people for the purposes of income generation and self-employment” and women as well as 
people who would not receive a commercial loan as targets (Brigg, 2006). Also Hollis and Sweetman (1998) hint 
in context of collateral backed credit that organizations which give out microcredit to poor people fill the gap 
where traditional commercial banks fail to serve them and their demand for credit because of the poors’ inability 
to offer collateral. From another point of view microcredit is also defined as something within the field of 
microfinance, for instance the global microfinance affiliated institute ACCION describes microcredit as “a part 
of the field of microfinance, microcredit is the provision of credit services to low-income entrepreneurs. 
Microcredit can also refer to the actual microloan” (The Global Development Research Center, n.d.). A 
commonly cited definition of microfinance and microcredit respectively goes back to the very first Microcredit 
Summit held in 1997 – the Grameen Bank one of the pioneers of microfinance mentions (Grameen Bank, n.d.): 
 

“Much of the current interest in microcredit stems from the Microcredit Summit (2-4 February 1997), 
and the activities that went into organizing the event. The definition of microcredit that was adopted 
there was:  Microcredit (mI-[*]Kro'kre-dit); noun; programmes extend small loans to very poor people 
for self-employment projects that generate income, allowing them to care for themselves and their 
families.”  

 
The Grameen Bank further offers a far-reaching categorization of microcredit: it mentions that microcredit 

can be informal microcredit (e.g. from friends or relatives) or based on traditional informal groups. Furthermore, 
microcredit is activity based and handled by specialized banks (for instance agricultural credit or livestock 
credit). It can be a consumer credit, a bank-NGO partnership based credit or other types for NGO microcredit. 
And it may be a Grameen credit – the institution’s own microcredit (Grameen Bank, 2011b). 

 
As mentioned microcredit and microfinance are often used synonymously, for instance, it is mentioned that 

“Micro-credit encompasses a broad movement to supply professional banking services to poor households; 
micro-credit innovations offer new insights into the economics of information and new mechanisms for reducing 
poverty” (Morduch, 2008). Even though microfinance and microcredit are often used synonymously which is 
linguistically imprecise, there appears to be consensus that both terms refer to financial services to poor people. 
Microcredit appears to be the core of microfinance and specifically is an actual loan to poor people, however, 
microfinance – I argue – is the broader term which is more than just the provision of credit. Microfinance can 
involve the provision of credit, but it can on top of that involve a whole “set of financial practices” (Armedáriz & 
Labie, 2011, p.3). That means, microfinance goes beyond the provisioning of microloans, it offers a set of 
services and practices for poor people. For instance the Grameen Bank offers insurance, savings accounts and 
pension savings schemes on top of common microcredit to poor (Dowla & Dipal, 2006, chap.3). Microsavings 
can be understood as “resources to manage consumption needs, smooth irregular income, cover expenditures for 
health and education, or provide the capital necessary to invest in household assets or new tools and operations 
that improve productivity and contribute to higher incomes” (Ledgerwood, 2013, p.199). 

 
So far it has been focused on the technical and linguistic differences between microcredit and microfinance. 

That is, it has been shown that microcredit can be referred to as one of many financial services within the area of 
microfinance. It has been shown that microcredit is a kind of loan for which poor people qualify in contrast to 
commercial bank loans. Next it is shown how microfinance and poverty alleviation works in theory. 
 
 

3.1.2. Microfinance and poverty alleviation 
 

Doubtlessly microfinance can have impact – any kind of service provision to an individual has some kind of 
impact, however, this thesis is concerned with the relationship between microfinance and poverty alleviation. 
That is, impact can be understood as a change in the individual’s situation in terms of poverty. Exploring the 
relationship between microfinance and value creation for poor people means assessing the potential change for a 
poor person as a result of microfinance services, that is economic intervention. When a person has more 
capability, is less vulnerable to poverty and can live above the poverty lines as a result of microfinance it can be 
argued that microfinance is able to create value for a poor person. That is, the value created can be understood as 
a positive change. Throughout this chapter various relevant articles on microfinance are analyzed and put in 
context with this research. Without reviewing and discussing existing studies on microfinance and poverty no 
meaningful empirical research may be conducted. This is because the knowledge gained and assumptions that 
can be drawn upon the discussion allow for generating themes and questions targeting a gap of knowledge, 
which this thesis seeks to close.  
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There is no general consensus whether microfinance can alleviate poverty, however, most authors usually 

attest microfinance some positive gains in terms of poverty alleviation and social improvements whilst also 
acknowledging the limitations of microfinance (Khandker, 1998; Fisher & Sriram, 2002; Sachs, 2005; Hulme, 
2007; Bateman, 2008; Westover, 2008; Hermes & Lensink, 2011). In general there is on the one hand a group of 
advocates who attest microfinance the ability to bring about change for poor people and on the other hand there 
is a group of people who claim that microfinance cannot lift people out of poverty. When analyzing the existing 
literature and studies on microfinance the topic of poverty alleviation is quite unspecific as authors tend to not 
distinguish between kinds of poverty and generally give no suitable definition of poverty. Throughout this 
section I first address relevant contributions from advocates of microfinance, subsequently I seek to explore 
studies and contributions arguing against microfinance as a tool for poverty alleviation in terms of poverty lines, 
poverty vulnerability, and capability deprivation. Throughout this process the exploration is put in context with 
this research and how microfinance and poverty alleviation may be equated to economic intervention and value 
generation through services. 

 
The Millennium Development Goals in terms of eradicating poverty are (among other) based on assessing 

how many people have been lifted above the poverty line. The World Bank itself seeks to reduce poverty 
multidimensionally whereby the institution mentions microfinance as a tool to lift poor out of poverty through 
well managed programs. It specifically mentions that loans can give poor access to start and grow a business 
(The World Bank, 2013). Hulme and Mosley (1996) published a widely cited study on the impact of 
microfinance on poverty in which they concluded that credit as long as well designed can raise the income of a 
significant amount of people – that would mean it can lift someone above poverty line. However, at the same 
they mention that microcredit schemes are “no panacea” for reducing poverty as it has been claimed (Hulme & 
Mosley, 1996, p.114). In the mentioned study it is precisely hinted that microcredit loans can lift people above 
official poverty lines, however, these schemes most likely help middle and upper poor people in contrast to 
extremely poor people. Hulme and Mosley conclude that microcredit can have impact on different groups within 
the group of poor people. That is, depending on how poor a person is microfinance may work better or worse for 
him or her. Their final conclusion is that the poorest of people require tailored microcredit (or microfinance) and 
institutions are required to design schemes that enable access to the poorest of the poor. Figure 4 depicts poverty 
reduction effect as a result of microfinance as described by Hulme and Mosley. 
 

The figure illustrates the horizontal axis 
depicting time, which is plotted against 
household income on the vertical axis. The 
dashed horizontal line depicts the poverty line 
– we can assume that this poverty line is 
$1.25. The authors claim that microfinance 
can work as an intervention (that is, 
microfinance is provided as service and 
creates value for a poor person) for people 
below the poverty line, thus microfinance lifts 
the person above the poverty line. The 
rationale, which may attest credibility to 
microfinance as tool for poverty reduction 
may be rooted in the concept and logic of an 
“age-old” vicious circle that should be turned 
around as mentioned by Muhammud Yunus. 
He argues that “low income, injection of 
credit, investment, more income, more 
savings, more income, more income” may reverse the situation of poor people who face low income with low 
savings and low investments (Grameen Bank, n.d.). Through giving poor people access to financial services 
intervention can be provided and poverty reduced. This figure and Hulme’s and Mosley’s claim support the 
argument that poverty can be reduced in terms of lifting someone above the poverty line, that is, it can help in 
achieving the MDG and specifically the target of eradicating poverty.  

 
Similarly to providing microfinance to poor in order to lift them above the poverty line some authors claim 

that microfinance may help in reducing poverty vulnerability (Christen & Mas, 2009; Swain, 2012). 
Vulnerability implies that a poor person is barely above the poverty line but unforeseen shocks caused by, for 
instance, environmental changes such as floods, earthquakes or draughts, may result in severe consequences. It is 
argued that savings can help “manage consumption needs, smooth irregular income, cover expenditures for 

 
Fig. 4. Poverty-reduction through an income-poverty approach (ad. by 
auth.) (Hulme & Mosley, 1996, p.107). 
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health and education, or provide the capital necessary to invest in household assets” (Ledgerwood, 2013, p.199). 
Figure 5 depicts three scenarios in which microfinance, i.e. (micro)savings can provide economic intervention 
and create value for poor people.  

 

 
Fig. 5. Savings as economic intervention to improve the lives of poor (Christen & Mas, 2009, p.277). 

 
Similarly like the generic implication presented by Hulme and Mosley some paragraphs earlier, 

microfinance as a savings service can help poor in three scenarios. In scenario (a) it can enhance productivity 
over time and can enable poor people a plan to exit poverty. Scenario (b) depicts the possibility to maintain a 
more steady consumption in terms of nutrition, health and education in times of hardship. Lastly, in scenario (c) 
savings can provide a tool for shock absorption in case of unforeseen events that can lead to poverty.  

 
It is arguably hard to understand why microfinance is such a contested field as numerous authors have 

studied the effects of microfinance on poverty and have come up with promising results. However, there are also 
numerous opponents who are argue against microfinance as a suitable tool for poverty alleviation, which makes 
the exploration of how well microfinance works extremely hard to grasp.  

 
According to Meyer (2007) one of the most ambitious and comprehensive study undertaken by the World 

Bank summarized by Khandker (1998) involving 87 villages, roughly 1,800 randomly selected households on 
the impact of microfinance on poor people provided by BRAC, the Grameen Bank and the Rural Development 
Project RD-12, revealed only mixed results. Meyer (2007, p.238) argues that generalizations of microfinance 
and “one size fits all” deliberations may contribute to why so many authors have diverging opinions on the 
effectiveness of microfinance. That a one fits it all approach is limited in reaching and lifting each single 
individual out of poverty as a result of economic intervention through microfinance is also confirmed by study 
on poverty alleviation through microfinance in rural Bangladesh (Haque & Yamao, 2008). It is, among others, 
mentioned that microfinance can be successful for wealthier poor but has limitations in reaching extremely poor 
groups. Further, it is revealed that primarily richer poor are the preferred clients by microfinance institutes. That 
implies that generic microfinance as such cannot simply lift poor out of poverty, this is also implied when 
examining the fact that Bangladesh is not a success story in terms of development (Ellerman, 2007). Given that 
microfinance is seen as development tool to bring about change for poor people and Bangladesh not having met 
the majority of MDG the opponents of microfinance may very well have a good reason to criticize the one fits all 
concept.  

 
A possible explanation why the opinions on microfinance are so diverging could also be of methodological 

nature. Hermes and Lensik (2011) specifically address the issue of methodology in impact assessments of 
microfinance and poverty. The authors argue that there is little empirical evidence on the effects of microfinance 
on poverty despite the amount of assessments that have been conducted. A review of more than 100 studies on 
the effects of microfinance on poverty concluded that only a fraction of the studies were “academically rigorous” 
or only of qualitative and/or case-study nature (Westover, 2008; Hermes & Lensink, 2011, p.880). Regarding the 
issues of methodology, which are often cited, both non-randomized and randomized evaluations (in response of 
the methodological flaws in the first method) have resulted in mixed outcomes in terms of impact of 
microfinance on poverty. 
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3.1.3. Reflections on microfinance and poverty alleviation 
 
The discourse on the effectiveness of microfinance as a tool for poverty alleviation can arguably be 

extended ad infinitum, however, generally speaking it can be said that microfinance is not a one fits it all 
approach to development. For instance, Littlefield et al. (2003, p.9) argue that “no single intervention can defeat 
poverty. Poor people need employment, schooling, and health care; some of the poorest require immediate 
income transfers or relief to survive” however the authors also claim that “access to financial services forms a 
fundamental basis on which many of the other essential interventions depend.” It can be concluded that 
microfinance needs to be incorporated into a wider and more holistic framework of poverty alleviation strategy - 
for instance, Fisher and Sriram (2002) argue that microfinance itself cannot solve the poverty. What is more, 
microfinance is both microcredit and microsavings on top of many more services that can create value for 
people. That means, arguing microfinance may alleviate poverty is a too blunt and general statement - both 
advocates and opponents of microfinance have plausible arguments for and against it as long as it is reasoned 
this way.  
 

This section on the theoretical exploration of microfinance should have served as foundation for further 
understanding how microfinance can have influence on opportunities for poor people. Having explored that 
microfinance cannot serve each single stakeholder equally well because of for instance differences in the level of 
poverty it is required to explore poverty as such; how can poverty be defined and what does it entail? In the next 
section theory on poverty is discussed. It provides on the one hand understanding how microfinance and poverty 
can be linked with each other and on the other hand it provides the necessary foundation for the empirical 
enquiry, in other words, it is needed to explore and identify gaps in the theory and to formulate questions 
targeted towards the research problem and this study. 
 
 

3.2. Poverty theory 
 

Poverty can be defined in many ways and there is a widespread debate on how to define poverty - how it can 
be measured and who to classify as poor are contested issues. Hulme and Mosley (1996, p.105) argue that the 
discussions center around the distinction between materialistic poverty, which can be measured in terms of 
consumption and income, and a wider concept in terms of needs that allow for well-being.  

 
First, this section focuses primarily on the materialistic side of poverty and how it can be quantified in terms 

of poverty lines based on primarily consumption and income. There it is already shown that poverty lines 
significantly rely on quantifications and monetary dimensions most of the time. Therefore, alternatives to 
assessing poverty in quantitative matters are discussed thereafter. Alternatives can be based on theories on 
vulnerability and capability deprivation as a result of poverty.  

 
Discussing poverty, how to define and approach it allows for a better understanding how tools for poverty 

alleviation may address and influence the livelihoods of poor people. First, by understanding what poverty may 
entail and secondly how to address it enables the reader to grasp the bigger picture of poverty alleviation. 

 
 

3.2.1. Extreme, moderate and relative poverty 
 
A broad classification on poverty can be achieved by breaking down poverty into three degrees - that is, 

extreme or absolute poverty, moderate poverty and relative poverty (Sachs, 2005, p.20). Extreme poverty can be 
associated with households unable to meet their needs for basic survival. These households lack food and are 
chronically hungry, have no access to health care, proper sanitation and safe drinking water. What is more they 
cannot pay for the education of their children or at least for some of them and on top of that they may lack basic 
shelter, such as a roof over their heads – this kind of extreme poverty, Sachs (2005) argues, can only be found in 
developing countries, unlike moderate or relative poverty. Moderate poverty can be associated with the situation 
when someone can barely meet the basic requirements for survival. Relative poverty implies a degree of poverty 
when the household’s income level is below a certain threshold in terms of the average national income – these 
households and people living in high-income countries cannot afford cultural goods, recreation or quality 
healthcare and education. 

 
Familiarity with poverty classified as extreme, moderate and relative poverty provides a better 

understanding of how microfinance may address different levels of poverty. It can be argued that different levels 
of poverty require institutions to offer different kind of services and products geared towards the specific needs 
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of different kinds of poor people. As a result, it is vital to understand this classification for further empirical 
enquiry how microfinance may enhance opportunities for extremely poor, moderately poor or relatively poor 
people. 

 
 

3.2.2. Poverty lines in theory 
 
Whether people are experiencing absolute or moderate poverty can be assessed through poverty lines. 

However, before analyzing in-depth how extreme poverty or moderate poverty can be shown by means of 
poverty lines it is essential to grasp the basic notion of poverty lines – what is a poverty line and how can it be 
drawn (for the sake of this thesis the notion of poverty lines and how they are drawn are only briefly introduced). 
There are two basic kinds of poverty lines, objective poverty lines and subjective poverty lines, according to 
Ravallion (2008). There are again two kinds of objective poverty lines, food-energy intake related to income or 
expenditure (FEI) and cost-of-basic-needs (CBN). 

 
 In Figure 6 food-energy intake is depicted 

on the y-axis and income or expenditure on the 
x-axis. The basic notion of this method is to 
show the relationship between monetary terms 
(income and expenditure) and food intake 
requirements in terms of calories per day (2100 
calories according to WHO for instance). At 
point z on the horizontal axis the person meets 
the daily requirements for food intake in terms 
of energy (2100 calories). There are, however, 
a few points that need to be considered when 
assessing poverty by help of this method. For 
instance, prices and taste preferences may vary 
by region and over time, as well as the 
provision of public goods may influence 
patterns of expenditure. 

 
The CBN method makes use of a so called 

“consumption bundle deemed to be adequate 
for ‘basic consumption needs’” which is taken as basis for assessing poverty lines (Ravallion, 2008). The bundle 
includes both food and non-food items and costs for these are compared among subgroups to assess poverty 
lines. As mentioned above, apart from objective poverty lines (FEI and CBN methods) there are also subjective 
poverty lines used for poverty assessment.  In Figure 7 the social subjective poverty line z* is shown.  

 
The figure depicts the regression function 

regarding answers to the minimum income 
question, “What income level do you 
personally consider to be absolutely minimal? 
That is to say that with less you could not 
make ends meet” (Ravallion, 2008). That is, if 
the subjective minimum income is higher than 
the actual income the individual perceives him 
or herself as poor, in contrast to when the 
actual income is higher than the subjective 
minimum income level. In other words, 
people may consider them poor when their 
actual income is below the level they give as 
an answer to the posed question what the 
minimum income should be.  

 
Poverty lines arguably present various 

limitations such as that one heavily relies on 
quantifications or estimations (which are 
subjective) as well as on a sound enquiry of 
people assessing their own subjective level of poverty. So far it has been shown how poverty can be measured 

 
Fig. 6. The food-energy intake method of setting poverty lines (ad. 
by auth.) (Ravallion, 2008). 

 
Fig. 7. The social subjective poverty line - z* dashed (ad. by auth.) 
(Ravallion, 2008). 
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and compared by means of either objective or subjective poverty lines (or a combination of poverty lines), which 
are mainly based on consumption and income. It can be argued that poverty lines as used in practice are based on 
monetary values, consumption and income.5  

 
 

3.2.1. Contrasting poverty and vulnerability theory 
 
Vulnerability is not the same as poverty, but is closely linked to it. There are various definitions for 

vulnerability – depending on the field of research vulnerability can have different meanings. This thesis, 
however, is primarily concerned with vulnerability in terms of poverty. Dercon (2001, p.5) describes 
vulnerability6 as “the ex-post outcome of a complicated decision process of individuals and households over 
assets and incomes, faced with risk. Vulnerability to poverty is the ex-ante situation, i.e. before one has 
knowledge of the actual shocks that will occur” [my italics] whereas Chambers (2006, p.33) describes it as 
“exposure to contingencies and stress, and difficulty in coping with them. Vulnerability has thus two sides: an 
external side of risks, shocks, and stress to which an individual or household is subject; and an internal side 
which is defencelessness, meaning a lack of means to cope without damaging loss. Loss can take many forms – 
becoming or being physically weaker, economically impoverished, socially dependent, humiliated or 
psychologically harmed.” The World Bank implies that people who have a chance of being poor in the future 
may count as vulnerable, whilst people who have a higher probability of becoming poor in the future may count 
as moderately vulnerable (Haugthon & Khandker, 2009, p.231). In other words it can be argued that people who 
lack the resources to cope with shocks or unforeseen events may be vulnerable to poverty.  

 
The rationale for having defined vulnerability and exploring if people can be vulnerable to poverty is a 

discussion of sustainability and the subsequent choice of methods to reduce vulnerability. Policy (e.g. the 
introduction of subsidized microfinance schemes) may not only depend on current but also on projected numbers 
(Haugthon & Khandker, 2009, p.232) of poor people. Even though a certain amount of people may currently live 
above the poverty line shocks or unforeseen events may impoverish a vast amount of people. For instance, 
Bangladesh faced a tremendous amount of poor people as a result of the floods and famines in the past decades. 
Since vulnerability and poverty are so closely linked together microfinance is said to provide a method to smooth 
consumption and shocks (Christen & Mas, 2009). In the next section poverty as deprivation of capabilities is 
introduced.  
 
 

3.2.2. Poverty as deprivation of capabilities and freedom  
 
There are also alternatives to addressing poverty other than through poverty lines and the concept of 

vulnerability, which is closely related to poverty lines. Both, establishing poverty lines in the first place and 
assuming levels of vulnerability are primarily concerned with monetary values and the level of income of 
individuals. However, income is only one of many indicators that can be used to assess poverty of individuals 
and society as a whole. Going beyond income to address poverty from a different perspective can be reflected by 
means of assessing the capabilities of an individual (Sen, 1999). Sen’s work on poverty and capabilities is now a 
leading alternative to other standards on examining poverty (Clark, n.d.) and is considered a major contribution 
to the discussion on poverty and social opportunities (Chiappero-Martinetti, 2009). 

 
Sen (1999, p.87) argues that poverty can be seen as “the deprivation of basic capabilities rather than merely 

as lowness of incomes, which is the standard criterion of identification of poverty” although he further mentions 
that “inadequate income is a strong predisposing condition for an impoverished life.” Sen highlights that income 
is one but many factors that can help in identifying the real level of poverty of people, but a crucial indicator. 
The relationship between income and capability can be affected by many factors, among others age, gender, 
social roles, location, disabilities, illness, and other variations one may only have limited control over. In other 
words, people can be deprived of freedoms in non-monetary terms and poverty can even prevail when a person 
has a high enough level of income above poverty line (Sen, 1999). This is a major limitation to poverty lines 
when only income is used to determine if a person is poor or rich, that is, below or above poverty line. 

 
Through the assessment of the opportunities and capabilities a person has to pursue his or her goal one goes 

beyond taking economic indicators as a sole basis for the assessment of poverty. Therefore, it widens the 
spectrum in how to assess poverty and brings about yet another tool for further assessment. It can be argued that 

                                                
5 How the World Bank uses poverty lines in practice is shown in the Appendix VI. 
6 Ex-ante refers to “before the event” in contrast to ex-post, which refers to “after the event.” 
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a combination of monetary and non-monetary indicators to assess poverty constitutes to a more holistic 
understanding of the debate.  
 
 

3.2.3. Reflections on defining poverty  
 

Poverty can be said to be multi-dimensional (Bourguignon & Chakravarty, 2003). There is no one single 
definition of poverty, although it can be argued that poverty lines, proneness to vulnerability and capability 
deprivation have emerged as standards to address poverty from different angles. Throughout this chapter these 
theories and concepts were introduced in greater depth. After having understood how poverty may be defined it 
is now possible to explore how microfinance may have impact on reducing poverty for different stakeholders 
that face different levels of poverty. 

 
The main rationale for having explored theory on poverty is to provide a foundation of understanding for 

poverty and microfinance. As poverty can be said to be multi-dimensional it can be argued that microfinance 
needs to be geared towards various dimension, in other words, microfinance needs to be geared towards different 
levels of poverty presented by different kinds of stakeholders; going beyond the Millennium Development Goals 
means going beyond poverty lines as such.  

 
The MDG are based on quantifications of poverty that make use of a stark distinction between poor and not 

poor, that is, above or below poverty lines. As shown throughout this section poverty, even tough it is quantified 
through poverty lines based on various indicators, is a subjective and multi-dimensional concept. Arguably, the 
MDG are limited in accurately providing insight into poverty as long as they are solely based on quantifications 
and having income as the main indicator deciding over poor or wealthy. This discussion on poverty (and 
microfinance) so far has highlighted that poverty is such a multi-dimensional idea that it requires exploration 
beyond both quantifications and income, in other words beyond the Millennium Development Goals. 

 
In the next section the discussion spans further and introduces stakeholder theory as the last component of 

the theoretical framework. The discussion is narrowed down from having provided generic definitions and 
theory on microfinance and poverty in order to get theoretically to the bottom of this research by exploring 
poverty in the perspective of different stakeholders, the MDG and beyond. 
 
 

3.3. Stakeholder theory and microfinance 
 

Having framed and narrowed down the discussion from theory on microfinance to different perspectives and 
theoretical assumptions on poverty this section explores stakeholder theory. This is the final element of theory 
required to formulate the conceptual framework in the next section. In this section I briefly review what 
stakeholder theory may entail and provide definitions of what a stakeholder constitutes to. Thereupon, 
stakeholders for this specific study are identified; this would have not been possible without having explored 
microfinance and poverty theory beforehand. In the last section of this section I reflect upon stakeholder theory 
and how it connects to poverty and microfinance.  

 
This section is intentionally kept concise because the theoretical exploration is intentionally and gradually 

narrowed down from a rather generic discussion of microfinance, to highlighting different perspectives on 
poverty and lastly to identifying specific stakeholders in the microfinance network. In other words, this chapter 
is primarily concerned with identifying stakeholders for this research in contrast to reviewing a bulk of theory on 
stakeholders, its history and modern issues.   

 
 

3.3.1. Defining stakeholder theory and stakeholders 
 
Stakeholder theory is concerned with the effort “to articulate a fundamental question in a systematic way: 

which groups are stakeholders deserving or requiring management attention, and which are not? (Mitchell et al., 
1997, p.855). Thus, stakeholder theory is a great deal concerned with what a stakeholder actually is.  

 
A stakeholder can be defined as “any group or individual who can affect or is affected by the achievement 

of the organization's objectives” (Freeman, 1984, p.48) or in more tangible terms stakeholders can be identified 
as “persons, groups, neighborhoods, organizations, institutions, societies, and even the natural environment are 
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generally thought to qualify as actual or potential stakeholders” (Mitchell et al., 1997, p.854). Defining what a 
stakeholder may constitute to is considerably difficult and with regards to how definitions have evolved; 
Freeman et al. (2010, p.26) mention that finding a “true definition … is not likely to end.” 

 
From the perspective of a firm that is centered as the focal point in a stakeholder network, stakeholders may 

include according to Freeman (1984) among others employees, competitors, suppliers, customers, government 
and owners. Not necessarily does the firm need to be the focal point in the network. Under the assumption that 
there exist multi-stakeholder networks the firm may only be part of a bigger network in which it may not be as 
influential in stakeholder processes as assumed in the traditional perspective where the firm is understood as the 
center of the network (Roloff, 2007).  

 
This study is only concerned with identifying stakeholders for a microfinance institution, in particular for 

the Grameen Bank, in order to highlight the dynamics between clients and the institution. Therefore it is 
refrained from going into depth with discussing what stakeholder theory entails and how it has evolved. Also, I 
seek to address the problem of whether microfinance is good or bad - often occurring when discussing 
microfinance normatively - therefore I only highlight which stakeholders, i.e. which kind of groups of poor 
people may interact as clients with the institution as firm. In other words, I do not seek to explore and discuss 
anything beyond that, but seek to break down the discussion of whether microfinance can go beyond the MDG 
for a specific group of stakeholders. It also helps in defining groups of stakeholders to be explored in context 
with the conceptual framework in the next chapter. 

 
For this study I base the discussion on the practical assumptions of Mitchell et al. (1997) and Freeman 

(1984) that stakeholders may be clients of the firm Grameen Bank, who are poor people that differ in their socio-
economic background. In other words, for this study I identify different stakeholders as poor people with 
different levels of social and economic opportunities. These people experience different levels of capability 
deprivation as a result of poverty. In the next section I present the different stakeholders identified. The 
identification is based on the definitions explored throughout this section and are also rooted in the theory of 
poverty discussed in earlier sections before.  

 
 

3.3.2. Identifying poor people as stakeholders 
 
It is now possible to specifically define three different stakeholders. This is because I have identified what a 

stakeholder constitutes to according to various sources and it was also identified this study’s very own 
understanding of a stakeholder with regards to the Grameen Bank and poor people. This is only possible as a 
result of having reviewed theory on microfinance and poverty. Theory on microfinance allowed for identifying 
that poverty may be addressed and alleviated through economic intervention for poor people, whereas theory on 
poverty explored that poverty is multi-dimensional and entails not only deprivation in economic terms but also 
social terms. 

 
Below, based on the insights gained above three different groups of stakeholders are identified. These three 

groups of poor people are clients and receivers of microfinance. Generically it is referred to them as borrowers or 
members; as these people borrow money from Grameen Bank they become members. 
 
Prime stakeholders identified: 
 

1. Poor people and households with women as the official signatory 
2. Children and students 
3. Extremely poor people (Grameen Bank refers to them as ‘struggling members’) 

 
The groups are chosen based on the theory explored that identifies poverty as multi-dimensional with 

individuals that differ in their socio-economic situation. Furthermore, these groups of poor people are chosen in 
order to be able to explore the aim of this research, in other words to explore how different kinds of stakeholders 
may make use of microfinance. The first group of stakeholders is chosen because it represents the largest group 
of poor people served by the Grameen Bank. Children and students are chosen to deliver on the research goal 
how sub-groups may enhance their opportunities through microfinance. Extremely poor people are explored in 
order to shine light on the very complex discussion whether microfinance can make a difference for this group. 
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Also, these three categories of stakeholders limited in number are identified because this research is not 
subject to the exploration of how stakeholders interact with each other but how microfinance may provide 
poverty alleviation. Thus three differentiations are chosen that are also in line with whom Grameen Bank targets. 
The categories provided contribute both to the conceptual framework and the empirical exploration. The 
rationale of the conceptual framework requires that poor people are identified as specific groups of stakeholders. 
In other words, the consequent section build upon these identified stakeholders; the identification of poor people 
as different groups of stakeholders is an imperative for gaining a holistic understanding of microfinance.  

 
 

3.3.3. Reflections on stakeholder theory 
 
In this section I have briefly reviewed classic definitions of stakeholders and provided some more rationale 

on the structure of this theoretical exploration of microfinance, poverty and stakeholder theory. It is identified 
that poor people and households with women as the official signatory, children and students, and extremely poor 
people or beggars are the three primary groups of stakeholders used for this study. 

 
The rationale for having included stakeholder theory in the theoretical exploration is that arguably a holistic 

understanding of microfinance and poverty alleviation can only be gained through connecting microfinance and 
poverty through the identification of stakeholders. I argue that through identifying stakeholders based on their 
socio-economic situation, i.e. their different levels of poverty and categorizing these into different groups allows 
for connecting microfinance and poverty with each other. These thoughts are developed throughout the 
Discussion in Chapter 6. It should be evident that microfinance, poverty and stakeholder theory are intertwined. 
Analyzing these three elements from a holistic perspective enables to formulate the conceptual framework in the 
next section.  

 
 

3.4. Conceptual framework and reflections on theory 
 
Through the theoretical framework, which is shaped by theory on poverty, stakeholders and microfinance 

the conceptual framework can now be defined. The theoretical framework alone does not explain causality and 
the logics of microfinance to eradicate poverty, however, it gives the basis for further conceptualization. The 
conceptual framework on the one hand provides the basis of reasoning for this thesis and on the other hand 
provides the foundation for the empirical research. 

 
Whereas the theoretical framework guides the 

research process and direction of the research the 
conceptual framework provides “an interpretative 
approach to social reality” (Jabareen, 2009, p.57). 
Furthermore Jabareen (2009, p.49) describes it as a 
“network […] of interlinked concepts that together 
provide comprehensive understanding of a 
phenomenon or phenomena” or a concept that supports 
each other. In the specific case of this thesis the 
conceptual framework therefore can be understood as a 
guide to explore these questions by means of breaking 
down the theoretical framework to a level that enables 
the researcher to conduct a scientific exploration of the 
posed research question by both reviewing and 
analyzing relevant literature and conducting a 
qualitative research approach in the form of in-depth 
interviews at Grameen Bank.  

 
In this study it is specifically explored how 

microfinance may have more than just a financial 
impact, but also how microfinance may enhance the 
capabilities of individuals, groups, or society (Figure 
8). As presented in the section depicting the research 
problem there seems to be uncertainty if bottom-up 
practices can facilitate development and whether development can be achieved through microfinance – 
microfinance is identified as one of many tools that may have impact on poverty. The inherent questions are 

 
Fig. 8. Conceptual framework of this thesis. 
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what is poverty and for whom can poverty be reduced by microfinance? This leads to questioning theories and 
concepts of poverty and categorizing poverty not only as the lack of financial means but also taking into 
consideration the lack of capabilities according to Sen. For whom poverty can be reduced requires thus the 
understanding and exploration of the relationships between stakeholders and the microfinance institution. Even 
though there is a vast amount of literature on microfinance available there appears to be limited sources on 
specifically analyzing the impact of microfinance institutions on poverty in context to the MDG and capability 
approach taking into consideration stakeholder theory and value creation. Therefore this thesis seeks to create a 
conceptual framework, which can be understood as concrete guideline, combining the theories and concepts on 
the mentioned topics within the theoretical framework. This makes it possible to specifically target the research 
question and problems with the right literature and qualitative approach.  

 
As shown in Figure 8, the starting point is a bottom-up approach to development as depicted on the bottom 

of the figure. It is implied that development or institutional change can be achieved by providing development 
aid or work through bottom-up practices – just like microfinance. Microfinance is considered a tool for 
eradicating poverty (The World Bank, 2013), which is geared towards individuals, groups, and society in 
general. The provision of microfinance can be understood as a lever for poor people; through having access to 
microfinance services poor people can enhance their capabilities and have more financial flexibility for 
investments and consumption. In other words, through economic intervention in the form of microfinance 
poverty can be reduced (Khandker, 1998; Christen & Mas, 2009), which in turn can help in achieving one of the 
targets of the Millennium Development Goals and beyond – that is, eradicating extreme poverty. The notion of 
the graph is to show that this thesis seeks to explore the relationship between microfinance, which is a service, 
geared towards specific groups of people, individuals and society as a whole and poverty reduction – this can be 
equated to achieving the MDG goals, targets and beyond. In the next few paragraphs I will explain how the 
concept of service and value creation can be plotted against the conceptual framework. 

 
As already briefly mentioned eradicating poverty can be understood as creating value for poor people. 

Financial services provided by microfinance institutions to their customers can be seen as value creation in terms 
of poverty reduction. With the premise that microfinance can alleviate poverty the provision of financial services 
can be equated to the creation of value for poor people. In other words, if a microfinance institute provides 
economic intervention with microfinance to poor people it creates value, that is, it is contributing to poverty 
alleviation. First, one needs to understand what a service constitutes. Service can be understood as a “wider 
concept of product” (Edvardsson, 1997, p.33) whereas Vargo and Akak (2009) go a step further and distinguish 
between service and services; service constitutes a process as a basis of social and economic exchange, whereas 
services are regarded as units of output, i.e. products. For the purpose of conceptualizing how creating value and 
alleviating poverty may relate to each other we are more concerned with a general and generic definition of 
service. Just like products can be produced (in general) a service is generated by a process in which the customer 
is often involved in (Edvardsson, 1997). Various authors refer to this as value co-creation, that is value is not 
only created for the customer but also the customer herself can co-create value (Edvardsson, 1997; Vargo & 
Akaka, 2009; Grönroos, 2006). The basic notion of co-creating value is that a person can create value for herself 
and become a producer of a service. For instance, in the case of microfinance accessing information via mobile 
telephones or conducting transactions without having to physically approach a bank branch produces value for 
the customer. As a microfinance institution can be understood as a service organization, it seeks to offer services 
to their customers and meet their demands and needs. In Figure 9 a model depicting the relationship between 
service and need is introduced.  
 

The design of the offer which is a service can 
be referred to as microfinance, whereas the 
customer need on the other hand can be, for 
instance, economic resources or enhancement of 
capabilities for a poor person. The offered service 
can be referred to as customer utility or benefits. In 
other words, it is the value to the user and should 
meet the customers’ desires and needs 
(Edvardsson, 1997). After having identified how 
value creation may be equated to providing a 
financial service for poverty alleviation it is 
required to explore who the customers are - who 
the poor people represent. By means stakeholder 
theory it can be identified to whom microfinance 
matters, therefore the conceptual framework makes use of this theory on top.  

 
Fig. 9. Model of the service concept (ad. by auth.) (Edvardsson, 
1997, p.36). 
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In other words it can be argued that the provision of microfinance services to poor people can be equated to 

a service organization creating value and economic intervention through microfinance services for their 
customers. This is depicted in Figure 10. On the left side hand side the process of creating value derived from the 
theory of service marketing (Edvardsson, 1997; Vargo & Akaka, 2009; Grönroos, 2006) is plotted against the 
conceptual framework derived from the theoretical framework of sustainable management. When comparing and 
plotting the these two models against each other the service refers to microfinance; stakeholders refers to groups, 
individuals and society in general; value (co-) creation refers to the alleviation of poverty, and the effects refer to 
assessing if the MDG have been achieved (or how microfinance can go beyond them). 
 

 
In summary the conceptual framework therefore depicts the investigation and exploration of the relationship 

between the provision of microfinance as some sort of economic intervention to society, individuals, and groups 
of poor people and the Millennium Development goals in terms of poverty alleviation and value creation 
respectively. As mentioned earlier the conceptual framework constitutes an interpretive approach to social reality 
– it is therefore tried to interpret what the theoretical framework offers in terms of concepts and theory and to 
translate these elements into a more tangible understanding. If value (alleviation of poverty or enhancement of 
capabilities) can be created by providing microfinance is explored by both reviewing existing literature and 
studies and empirically.  

 
Drawing upon the framework it is required that one can understand how microfinance works, how poverty 

can be defined and how poverty intervention through microfinance can be achieved. In addition, how 
stakeholders may be affected by microfinance and how the relationships of poor people with the microfinance 
institute are characterized is vital to understand. In the next section prior to exploring the results of the empirical 
exploration in the field in Bangladesh some background information is given. 

 
 

 

 
Fig. 10. Model of value creation (left hand side) plotted against the conceptual framework (right hand side). 
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4. Empirical background and case study 
 

In this chapter vital background information for this case on the Grameen Bank and Millennium 
Development Goals as well as Sustainable Development Goals are introduced. This information is not 
considered theory, but concepts and empirical background and is therefore not entailed in the actual chapter on 
theory at earlier stage.  

 
Regarding Grameen Bank it includes a brief historical recap of the institution, a review of its operational 

framework and philosophy, some information on the organizational structure and which products and services it 
offers to its clients. In regards to the development goals their function and nature are reviewed, as well as some 
words on the transition from MDG to SDG. 

 
 
4.1. The Grameen Bank - bank for the poor 

 
Grameen Bank is considered a pioneering microfinance institution that has its roots in a village pilot project 

in Jobra, Chittagong division in Bangladesh7 (Dowla & Dipal, 2006). What started in 1976 by Muhammad 
Yunus as a project was established as a bank in 1983. Its original goal was to free poor people from their 
dependence on moneylenders who were poor people’s only point of access to credit. Grameen Bank’s idea is to 
give collateral free loans to poor people without any legal hurdles and with low interest rates for income 
generating activities, whilst having the focus on women as the prime receiver. Grameen Bank recognizes that 
each individual has potential to lift him or herself out of poverty by providing them with incentives and help to 
do so. Through loans and other services borrowers are able to become entrepreneurs and to start and expand 
businesses for a better life. In other words Grameen Bank provides help for self-help through loans (Yunus, 
1998).  

 
Grameen Bank has come a long way from the pilot project in a single village with a few members to a Bank 

with over eight million borrowers and a wide range of products and services spanning over the entire country. 
Although the philosophy to provide financial services to poor who have no access to commercial banks has not 
changed, Grameen Bank has evolved from what is referred to as Grameen I to Grameen II model over the last 
decades. As a result of floods in 1998 and the turmoil of the financial crisis that led to borrowers losing most of 
their assets and homes it has redesigned its model in order to become as self-sustaining bank without dependence 
on external donors and shocks, whilst giving borrowers more flexibility to repay their loans. A major change 
involved switching from group loans and savings to individual loans and savings as well as the introduction of 
several more products and services; including pension schemes and higher education loans. Until today Grameen 
Bank does not seek to maximize profits, but to sustain itself. 75% of the bank’s shares are held by borrowers and 
25% by government, in other words, the borrowers own the bank in contrast to many other commercial banks, 
which underscores Grameen Bank’s social goals (Dowla & Dipal, 2006). 

 
Over the next sections Grameen Bank’s current practice and philosophy is explained in further detail as this 

study is primarily concerned with showing the status quo of how the institutions works with microfinance and 
poor people. As a result, this case study background is put in context with current practices, products and actions 
and is not concerned with reviewing its history in in-depth.8 

 
 

4.1.1. Framework for operations 
 

By methodology the Grameen Bank refers to its framework of operations, philosophy and method of action. 
Among others it includes 16 decisions, which are at the core of the institution’s framework. These were 
formulated as charter to guide its operations9. They can be understood as moral as well as strategic framework 
guiding its members and their development. The Grameen Bank has incorporated them into their mission of 
credit delivery to the poor and requests its members to take up these decisions in order to change their lives. It 

                                                
7 For more background information on Bangladesh refer to the Appendix V. 
8 For a historical recap of Grameen Bank’s evolvement refer to “Banker to the poor” by Yunus and for an in-depth insight 
into the transition from Grameen I to Grameen II refer to “The poor always pay back” by Dowla and Dipal, two former 
students of Yunus. Mizan in “In quest of empowerment. The Grameen Bank impact on Women’s power an status” provides a 
good insight into Grameen Bank before Grameen II.  
9 The entire 16 decisions can be found in the Appendix VII. 
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includes directives on discipline, justice, education, family size and other social elements (Grameen Bank, n.d.; 
Grameen Bank, n.d.).  

 
Before poor people can take out loans and access financial services they need to run through work shops and 

training in which they become familiar with Grameen Bank’s philosophy and these decisions. The decisions are 
also described as a “social development program” and “attempt to deal with social aspects of being poor” 
(Dowla & Dipal, 2006, p.19).  

 
What is more the methodology also comprises of Grameen’s notion of its credit delivery system and how it 

is supposed to function. The core notion is that the bank takes credit to the poor in villages and has “exclusive 
focus on the poorest of the poor” (Grameen Bank, n.d.). The institution focuses primarily on women because 
historically repayment rates have been higher in contrast to men. Grameen Bank provides loans and services to 
poor individuals and homogeneous groups that should help in reinforcing solidarity, who otherwise would not 
have access to any financial services from commercial banks. Also, loans are provided collateral free and require 
weekly installments. Unlike other institutions, Grameen Bank comes to the borrowers in villages and rural areas, 
in contrast to borrowers going to the bank. 

 
To sum up Grameen Bank requires their borrowers to align to a specific set of social rules in order to get 

access to financial services. The institution’s framework dictates that financial services are primarily focused on 
women, require no collateral and are geared towards individuals and groups in rural areas who usually have no 
access to commercial banks because of their socio-economic backgrounds. Which kinds of services and products 
Grameen Bank offers to its customers is described in the next section. 

 
 

4.1.2. Services and types of loans 
 

The Grameen Bank has a diverse portfolio of services and loans. It offers both loans and savings accounts to 
its customers and targets poor people. All programs and services have evolved over time and have been adapted 
to meet the requirements of both the market and the borrowers’ needs. Among others, the core products and 
services are (Grameen Bank, 2011a): 
 

1. Basic loan and flexible loan 
2. Microenterprise loan 
3. Housing loan 
4. Struggling members loan 
5. Higher education loan 
6. Grameen Bank Pension (GPS) 
7. Savings account 

 
The Basic loan is the core product of the Grameen Bank and is meant for income generating activities for 

poor people. The loan size for the basic loan is considerably small in contrast to conventional commercial loans 
and requires no collateral. It usually amounts up to a few hundred USD or less. However, over time members 
have been seen to take out loans for larger investments, e.g. machinery, houses or education. If borrowers 
struggle with repaying the loan, the basic loan can be transferred into a flexible loan, which gives the borrower 
more time to meet the installment requirements. Microenterprise loans are geared towards families and 
individuals for the purpose of stimulating and expanding businesses. Borrowers can take out these loans at later 
stage after having taken out the basic loan as a first step. Housing loans, as the name implies are geared towards 
families who need support to build a house. The struggling members program, which is also known as beggar 
loan gives poor people the opportunity to loan money on top of their begging activities. The higher education 
loan can be taken out by children of the borrowers and are meant to provide educational opportunities at public 
universities within Bangladesh. The GPS, allows for borrowers to plan ahead in the future for their retirement. 
All borrowing members at Grameen Bank are required to establish a savings account with weekly installments 
(Grameen Bank, 2011a). 
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4.1.3. Organizational structure and operational levels 
 

The institution is broken down into several strategic and operational levels. The head quarter is located in 
the city of Dhaka, whereas the zonal offices, area offices and branch offices, as well as the centers, which 
oversee Groups of borrowers are located outside the city in the rural areas of Bangladesh (Dowla & Dipal, 
2006). See Figure 11 for the bigger picture.  
 

The group is the smallest unit of the 
Grameen network and represents a set 
of borrowers up to a maximum amount 
of five members. One of them functions 
as chair and another as secretary of the 
group. These groups form a center 
where they meet weekly for the 
repayment of their loans. A center 
usually comprises of up to 10 groups 
and is administered by the Center 
Manager who reports to the Branch 
Office and Branch Manager.  

 
The probably most important 

functions of the Branch Managers are to 
handle loan requests and money 
dispersion. Just like the village Center 
Managers report to a higher institution 
and authority so do the Zonal and Area 
Managers. The levels do not only reflect 
managerial hierarchies, but also a 
geographical spread. Village Centers are 
located close to their Branch Offices; 
and branches as well as areas and zones are divided according to geographical convenience – just like 
Bangladesh is divided into various divisions and districts so has the Grameen Bank spread its operations among 
several zones. For a better understanding refer to the map depicting zonal divisions in the Appendix IV. The 
head office is highest authority in the network, but is primarily concerned with the strategic direction of the 
institution, whereas the actual field operations happen at branch and village level, which are guided by their 
respective Area and Zonal Manager. 

 
In total the institution spreads its operations over 40 different zones (Grameen Bank, 2011c) and oversees 

2,567 branches, in which 81,390 villages and 143,119 centers can be found (Grameen Bank, 2014a). Overall 
there are 1,234,409 groups and 8,595,584 members, respectively. About 96% of these are women. 
 
 

4.1.4. How the Grameen Bank defines poverty 
 
This final section introduces how the Grameen Bank defines poverty10. Because of two main considerations 

it is necessary to discuss poverty from the perspective of the Grameen Bank. On the one hand the aim of this 
study as well as the scope clearly states that the Grameen Bank is in the center of the research. On the other hand 
exploring how this institution defines poverty can help in understanding how theories on poverty are used in 
practice.  

 
The Grameen Bank evaluates the poverty level of its recipients annually. It makes use of ten indicators – 

when all of these are fulfilled for a poor person she or he is said to have moved out of poverty, i.e. above 
Grameen Bank’s poverty line. The ten indicators are (Grameen Bank, n.d.): 

 
1. “The family lives in a house worth at least Tk 25,00011 (twenty five thousand) or a house with a 

tin roof, and each member of the family is able to sleep on bed instead of on the floor. 

                                                
10 For more background information on poverty in Bangladesh refer Appendix VIII.  
11 1 USD (US Dollar) is about 78 Tk (Bangladeshi Taka) as of March 8, 2014 (Yahoo Finance, 2014).  

 
Fig. 11. Field operation structure and organizational levels (ad. by auth.) 
(Grameen Bank, 2014b). 
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2. Family members drink pure water of tube-wells, boiled water or water purified by using alum, 
arsenic-free, purifying tablets or pitcher filters.   

3. All children in the family over six years of age are all going to school or finished primary school.  
4. Minimum weekly loan installment of the borrower is Tk 200 or more. 
5. Family uses sanitary latrine. 
6. Family members have adequate clothing for every day use, warm clothing for winter, such as 

shawls, sweaters, blankets, etc, and mosquito-nets to protect themselves from mosquitoes.    
7. Family has sources of additional income, such as vegetable garden, fruit-bearing trees, etc., so 

that they are able to fall back on these sources of income when they need additional money.    
8. The borrower maintains an average annual balance of Tk 5,000 in her savings accounts.    
9. Family experiences no difficulty in having three square meals a day throughout the year, i.e. no 

member of the family goes hungry any time of the year.   
10. Family can take care of the health. If any member of the family falls ill, family can afford to take 

all necessary steps to seek adequate healthcare.” 
 

These ten indicators address both monetary and non-monetary dimensions of poverty. On the one hand 
income, savings and assets are addressed when assessing the poverty level and on the other hand the evaluation 
goes beyond income and monetary terms. It also reflects vulnerability to poverty by including savings and other 
sources of security in case of emergencies or unforeseen events a poor person may face. Also, the evaluation 
through these indicators can include capability dimensions. In other words, through these indicators it can be 
evaluated if a person’s capabilities are deprived; for instance it includes the dimension of health and education 
needed to strive for a meaningful life. In summary it can be argued that the indicators used by the Grameen Bank 
address poverty in terms of income, vulnerability and capability. As a result it can be argued the institution 
makes use of multi-dimensional poverty evaluation that also goes beyond economic terms. As of 2014 about 
68% of the borrowers are said to be above poverty line, that is, these borrowers fulfill the ten requirements as 
shown above (Anonymous source 2014, pers. comm.).  

 
Arguably one major limitation of these ten indicators can be the lack of recognition of gender equality and 

social empowerment of women. The lack of gender equality among families can deprive women and children in 
their capabilities when they are eluded from accessing schools or taking part in society in equal terms like men. 
If poverty is more than just the lack of income and goes beyond monetary terms, and poverty is also translated 
into the deprivation of women’s rights and gender equality, the assessment needs to take this holistically into 
consideration. In other words, ideally another indicator on allowing and requiring women to take part in society 
as equals needs to be included.  

 
In the next section the Millennium Development Goals and Sustainable Development Goals are briefly 

reviewed. The rationale for providing more information is to give the reader a better understanding of the 
concepts that should allow for contrasting this research with the goals of the United Nations. In other words, as 
this study is concerned with exploring poverty alleviation beyond the MDG it is vital to understand what these 
goals entail in the first place in order to highlight where microfinance may go beyond them. 
 
 

4.2. The Millennium Development Goals (MDG) 
 

The secretary-general of the United Nations, Ban Ki-Moon, refers to the MDG as the “most successful 
global anti-poverty push in history” (United Nations, 2013b, p.3). The Millennium Development Goals originate 
from the Millennium Summit in 2000 where leaders of government met and following the adoption of the United 
Nations Millennium Declaration set out development targets to be achieved by 2015. It has been agreed on 
targeting eight goals, which are (United Nations, 2013b; United Nations, 2000):  
 

1. “Eradicate extreme poverty and hunger 
2. Achieve universal primary education 
3. Promote gender equality and empower women 
4. Reduce child mortality 
5. Improve maternal health 
6. Combat HIV/AIDS, malaria and other diseases 
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7. Ensure environmental sustainability 
8. Global partnership for development” 

 
The MDG are not just goals countries seek to achieve but can be understood as a blue print, a measure of 

performance and also motivational tool through which development efforts can be increased and publicity be 
generated (Easterly, 2009). Sachs argues that the MDG are tool which allow for “promoting global awareness, 
political accountability, improved metrics, social feedback, and public pressures” and “mark a historic and 
effective method of global mobilisation to achieve a set of important social priorities worldwide” (Sachs, 2012, 
p.2206). In fact the Millennium Development Goals comprise of eight goals, 18 targets, and 48 indicators to be 
used to measure development progress among countries (United Nations, 2012). However, this thesis is 
primarily concerned with how microfinance can have influence on achieving the first of the eight Millennium 
Development Goals and I do not seek to explore the discourse on how well these goals and targets have been 
defined or how some arbitrarily set targets have made some countries look better and worse in terms of 
development (Easterly, 2009). As a result, I only briefly mention each of the Millennium Development Goals, 
whilst I address the first goal and specifically the target 1a, which is to eradicate poverty and in more depth. 

 
Eradicate extreme poverty and hunger. The first goal of the MDG is broken down into three sub-targets. 

Target 1a is to halve, between 1990 and 2015, the proportion of people whose income is less than $1 a day (since 
2008 it is $1.25), target 2a is to achieve full and productive employment and decent work for all, including 
women and young people and target 3a is to halve, between 1990 and 2015, the proportion of people who suffer 
from hunger. The first target (1a) has been reached five years ahead of schedule and poverty has declined 
significantly (United Nations, 2013c). Breaking down the set goal into three subcategories makes sense as 
poverty and hunger can have many forms, for instance, Sachs mentions the “Millennium Development Goals 
wisely recognize that extreme poverty has many dimensions, not only low income, but also vulnerability to 
disease, exclusion from education, chronic hunger and under nutrition, lack of access to basic amenities such as 
clean water and sanitation, and environmental degradation such as deforestation and land erosion that threatens 
lives and livelihoods” (Sachs, 2005, p.213). In Figure 12 the progress of poverty alleviation is graphically 
depicted .  
 

In this figure it is clearly shown that 
poverty significantly declined from 1990 
to 2010 and has already surpassed the 
target marked in green (2015 target). This 
statistic concerns developing countries in 
general. It is mentioned that extreme 
poverty rates have fallen in every single 
developing region, however, poverty 
remains an issue especially in regions such 
as sub-Saharan Africa and Southern Asia 
(extreme poverty can be defined as living 
below $1.25 (United Nations, 2013c, 
p.2)).  

 
Regarding Bangladesh the statistics are not as positive in terms of achieving the MDG by 2015. Target 1a 

makes use of four indicators to measure against, which include the proportion of people below $1 (purchasing 
power parity) per day, the proportion of people below national upper poverty line in terms of 2,122 kcal % (that 
is, the proportion which cannot meet a minimum requirement of 2,122 kcal food intake), poverty gap ratio %, 
and shares of poorest quintile in national consumption and income %. Country specific Bangladesh has only 
been able to meet the target in terms of the poverty gap ratio (United Nations, 2012). Regardless of whether the 
MDG, specifically targeting 1a to alleviate poverty, has been met or not, Bangladesh has made progress in 
achieving the Millennium Development Goals. In the beginning of the 1990s poverty was about 57% whereas in 
2010 it was only 31.5% and poverty has declined at a rate of 2.47% annually during 1992-2010 – the UN target 
is 2.12% (United Nations, 2012, p.20). As a result of the scope of this thesis to specifically address poverty it is 
refrained from exploring the remaining targets 1b and 1c. This is because 1b concerns employment related 
targets and 1c concerns issues on hunger and are not the prime focus of this paper. 

 
Even though it is mentioned that the MDG incorporate more than just economic targets it is nevertheless 

shown the Millennium Development Goals mainly provide quantified targets and neglect to a certain extent that 
poverty is more than the lack of income or a quantified situation as in above or below poverty line. Therefore the 
MDG exhibit a major limitation that requires further exploration. Nevertheless, this study addresses the lack of 

 
 
Fig. 12. Proportion of people living on less than $1.25/day % (ad. by auth.) 
(United Nations, 2013b, p.6). 
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sufficient income as prime feature of poverty whilst it mainly explores indicators of poverty beyond 
quantifications. 

 
To sum up the Millennium Development Goals on global scale in terms of poverty eradication have been 

arguably successful, however, a significant amount (roughly 1.2 Billion people) still live in extreme poverty. 
Also, Bangladesh has had mix results although progress has been made towards meeting the goals and targets by 
2015. The remaining Millennium Development Goals are not further explored because this study is exclusively 
concerned with the alleviation of poverty. In the next section the Sustainable Development Goals are briefly 
reviewed to give a better understanding of the post-MDG era beyond 2015. 

 
 

4.2.1. The Sustainable Development Goals 
 

Beyond 2015 and the Millennium Development Goals the Sustainable Development Goals are meant to 
serve as the new guideline for sustainable development embracing the triple-bottom line of economic, social and 
environmental well being (Sachs, 2012). Rooted in the outcomes of Rio+20 conference it was agreed upon by 
the member states of the UN to adopt and launch a process that should lead to the outcome of a set of defined 
SDG based on the existing MDG. Through an “inclusive and transparent intergovernmental process open to all 
stakeholders, with a view to developing global sustainable development goals to be agreed by the General 
Assembly” a new guideline and framework is to be created (United Nations, 2013a, p.2). 

 
According to Sachs (2012) who mentions that the MDG were mainly targets for poor countries which 

should be achieved by the help of richer countries the SDG are supposed to be of different nature. He further 
mentions that “the SDGs should therefore pose goals and challenges for all countries - not what the rich should 
do for the poor, but what all countries together should do for the global wellbeing of this generation and those to 
come” (Sachs, 2012, p.2208). 

 
Arguably the core of the SDG is that they are centered around sustainable development taking into account 

economic, environmental and social targets (Sachs, 2012). In this regard it is mentioned for instance “the next 
era of international cooperation should focus action at local, national and global levels on the deeply entwined 
economic, social and environmental challenges that confront the next generation” (IRF2015 Independent 
Research Forum, 2013). Further, the UN mentions that the SDG need to “address and incorporate in a balanced 
way all three dimensions of sustainable development and their interlinkages” (United Nations, n.d.). However, 
these goals are meant be similar in many ways, for instance, they should be “action-oriented, concise, easy to 
communicate and limited in number” (United Nations, n.d.). 

 
In the next chapter the core of this research is introduced – the empirical exploration of microfinance in rural 

areas of Bangladesh. In this chapter it is shown how the empirical exploration revealed that both economic and 
social opportunities for poor people may arise as a result of microfinance. However, the effectiveness of 
opportunity enhancement varies among stakeholders. 
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5. Empirical results on microfinance and opportunity enhancement 
for poor people 

 
In this chapter the results from the empirical study are introduced. The results are broken down into two 

sections and are presented in a structured and systematic way. The rationale of this chapter is to provide a more 
aggregated summary of results gained in the beginning that gradually narrows down into specifically 
highlighting the kinds of opportunities people may enhance through microfinance.  
 

First, limitations and the effectiveness of microfinance as a generic tool for poverty alleviation in context 
with the Millennium Development Goals are presented. This includes also other findings that can help in gaining 
the bigger picture of the opportunities poor people can gain through microfinance by Grameen Bank. 

 
Secondly, results are broken down into findings in terms of economic and social opportunities poor people 

may gain as a result of microfinance. Based the answers given to the questionnaire the results are presented in 
different categories that emerged throughout thon e enquiry and analysis. 
 

Almost exclusively the answers given by both borrowers and staff revealed consistency and identical 
answers, which can give reason to argue that answers are on the one hand authentic and on other hand constitute 
quality. Therefore the results are not broken down into sections telling which stakeholder revealed what but are 
presented in an aggregated nature in form of what the collective revealed. Nevertheless at later stage I develop 
an approach to reflect, discuss and contrast what stakeholders revealed in terms of opportunity enhancement 
through microfinance. All findings need to be understood in context with the Grameen Bank and are exclusively 
put in context with microfinance provided by the Grameen Bank and the conceptual framework.  

 
The results, as mentioned, draw upon both interviews and observations with employees at Grameen Bank 

and borrowers in the field. Wherever appropriate I cite extracts of interviews, which are based on my field 
notes.12 Besides, the findings generally draw upon summaries of field notes (a list of the samples interviewed can 
be found in Appendix II) in an aggregated form to provide a better reading flow. Hence I generally refer to my 
set of samples as source. This on the one hand is justified by the consistency in the answers given and on the 
other hand it allows for a pragmatic way of data display, in contrast to dispersing the results presented into many 
subchapters and sources. This would only reveal the same outcome but negatively influence a good flow of 
reading. 

 
 
5.1. Microfinance beyond the Millennium Development Goals 

 
Throughout my exploration in the field with borrowers and staff I enquired specifically about how 

microfinance may reduce poverty for society and poor people. In this regard I sought to explore how the 
Grameen Bank may approach the Millennium Development Goals and how the institution seeks to lift people out 
of poverty with regards to poverty lines. In addition I enquired about how development can be stimulated for the 
country and regions through the application of microfinance.  

 
In the first section of this chapter I present the results I explored in terms of how microfinance as a tool is 

reported to reduce poverty from a macro perspective related to the Millennium Development Goals. Thereupon, 
it is introduced how staff faces and handles criticism against microfinance and how Grameen Bank perceives 
microfinance as a tool for poverty alleviation. 

 
 

5.1.1. Microfinance and social development from a macro perspective 
 

It is evident according to Grameen Bank that development is visible and that changes have been made as a 
result of the efforts through microfinance. Although microfinance is mentioned as one of many tools that may 
bring about a reduction in poverty. Grameen Bank claims it plays only a role in this process but a big one 
(Ahasan 2014, pers. comm.) 

 

                                                
12 At this point I would like to express my gratitude to the Grameen Bank and borrowers interviewed who granted me 
permission to use my records and notes for this research without any further imposed or attached limitations and conditions. 
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I enquired that Grameen Bank is certain hat microfinance can bring about change in the livelihoods of poor 
people. I explored among others that people now have winter clothes, sandals and three meals a day in contrast 
to before Grameen Bank initiated poverty reduction programs and started off as a pilot project decades ago. In 
addition I explored that poor people may not have big houses to live in, but little changes for sure have happened 
over the last decades (Abdul 2014, pers. comm.). 
 

Grameen Bank is certain that microcredit can be used for the development of society and only for the 
development of poor people (Md. Golam 2014, pers. comm.). When Grameen Bank first introduced microcredit 
for people these poor people had no shelter and no food, but as money was provided their “life was made 
sustainable” (Md. Golam 2014, pers. comm.). It created access to money for small businesses and housing loans, 
and educational programs were introduced. People were provided with help for poverty intervention. Through 
these activities Grameen Bank understands that the poverty situation will change. And I also enquired that the 
poverty situation has changed; poor people now have food, access to healthcare and shelter. However, again it 
was stressed throughout my enquiry that not only microfinance can be attributed to a change in poverty levels 
but that it had greatly impacted the reduction of it; Grameen Bank and microfinance “Cannot do everything but 
working parallel with government” [sic] (Md. Golam 2014, pers. comm.). I further explored that microfinance 
plays a great role in economic development but only together with government and other NGOs (Md. Golam 
2014, pers. comm.). 

 
Regarding the quantifications of poverty and poverty lines it was mentioned to me that “it’s [poverty] not a 

matter of calculating - you can feel it” (Md. Golam 2014, pers. comm.). Even though “it is not in the papers,” i.e. 
it is not quantified as such development is evident – partially due to microfinance. People that visited 30 years 
ago must see a change compared to now; there was not shelter and no food in 1970s for poor people, but now 
these people are not poor anymore. However, in terms of quantifications they might still be defined as poor as a 
result of shifting base lines, for instance some one without a cell phone might be considered poor nowadays (Md. 
Golam 2014, pers. comm.). 

 
Even though I explored that Grameen Bank is not exclusively concerned with quantifying poverty I 

enquired that in the Tangail zone about 75% live above the poverty line according to the institution’s ten 
indicators. I was specifically presented with the insight that the institution is not aiming for the Millennium 
Development Goals but are working with their own indicators to assess poverty. Related to that I explored that in 
Tangail it is claimed that out of ten people at least one to three poor people are in good physical conditions 
(Babul 2014, pers. comm.).  

 
It was reported to me that every year the ten indicators on poverty, classifying if a poor person can still be 

considered poor are more often matched than before. That is, more people live above Grameen Bank’s poverty 
line while the number of microcredit reduces and at the same time savings increase (Abdul 2014, pers. comm.) 

 
I further enquired that microfinance and Grameen Bank have evidently contributed to a drop in poverty and 

stimulation of education through their programs. I explored for example when Grameen Bank started providing 
microfinance staff had enormous difficulties with working in villages given the conditions faced. It was almost 
impossible for poor people to form groups because of intense bad smell and dirt among poor people. However, 
over time and through the 16 decisions and suggestions for Grameen Bank members the institution was 
successful in educating their borrowers. As an example I enquired that now people know how to use a toothbrush 
in contrast to the beginnings in rural villages when people brushed their teeth with stones and sand (Babul 2014, 
pers. comm.).  
 

Positive development for the livelihoods of poor people and a reduction in poverty was explored to be a 
long-term issue; “Getting out of poverty is a 1000 year question, not 30 to 40 years” (Shammur 2014, pers. 
comm.) was mentioned by one of the staff I interviewed. Even though it is just one of many tools in the poverty 
puzzle it has given self-empowerment in contrast to others.  

 
Similarly to individual opportunity enhancement for poor people through microfinance an entire society has 

actually benefited from Grameen Bank. An example that I explored is that drug trafficking was reduced in some 
areas where Grameen Bank operates. It was stressed again that Grameen Bank was not alone responsible for this 
development but that other banks and governmental programs operating in the same regions contributed to it. 
Nevertheless, development in terms of market stimulation through entrepreneurial loans for entire regions can be 
traced back to microfinance and Grameen Bank (Md. Kurshid 2014, pers. comm.).  
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Visible macro changes also are evident in terms of formal education, especially as Grameen Bank now has a 
strong focus on education for children; the effects of this focus are evident and visible in second-generation 
borrowers. In terms of social opportunity enhancement in terms of housing I enquired that housing development 
is not just evident and visible on an individual scale but from a macro perspective (Babul 2014, pers. comm.).  
 

In conclusion it can be said that I enquired that the entire society and regions can experience positive 
development through microfinance by Grameen Bank. However, it is many times mentioned that Grameen Bank 
is only one of many factors that have contributed to reduced poverty in Bangladesh. In addition I enquired that 
Grameen Bank is not targeting the MDG but uses its own assessment guideline of poverty; related to that 
Grameen Bank is certain that poverty is not just a matter of numbers and quantifications but of visible evidence 
in terms e.g. housing development or education for children and many other examples that I explored. What is 
more, poverty may not only be matter of hard data but may be perceived qualitatively, that is, poverty reduction 
may be felt and experienced.  

 
Next I present my findings that are concerned with the criticism attached to microfinance and poverty 

alleviation. It is shown how the staff regards microfinance as a tool for poverty alleviation and it is also 
illustrated how Grameen Bank actually claims that microfinance is only one of many practices to reduce poverty.  

 
 

5.1.2. Criticism for microfinance and its limitations in reducing poverty 
 
When I enquired about why microfinance is often criticized for its limitation in providing poverty 

intervention I was presented with several arguments that were in favor of microfinance despite the many 
arguments by advocates of alternatives to microfinance. It was argued that the misapplication of microfinance is 
one of many factors that shadow the qualities of microfinance, for instance it was mentioned, “Microcredit is 
often criticized because of its misapplication by some people and organizations who are using this idea for 
personal gain and money making tools. It’s also because of misinterpretation of microfinance by some people 
who don’t like to come out from the very traditional and existing ideas of addressing the problems of poor 
people” [sic] (Md. Golam 2014, pers. comm.). I explored that this misapplication enquired was to often linked 
with institutions seeking profit maximization in contrast to providing social value, for example it was mentioned, 
“We believe that all over the world people are running to the wealth. Very few persons are working with the 
poor. So when the poor are becoming a better position the others are fear. Another issue is the performance of 
the microfinance institutions. Service, dedication, product, cost, recovery, impact, and empowered is the factor 
for criticism” [sic] (Golam, 2014, pers. comm.). 

 
It was evident throughout my enquiry that the misapplication of microfinance is one factor that gives reason 

to believe that microfinance can only ineffectively reduce poverty. However, I further explored that Grameen 
Bank is certain that there is nothing wrong with microcredit as such, however, what is wrong is how 
microfinance is used and “who is playing with it” (Golam 2014, pers. comm.). I enquired that the idea of giving 
money to poor people, that is, providing microfinance as poverty intervention strategy is not wrong per se. One 
should not attack and criticize the tool microfinance as such but the institutions when discussing microfinance 
(Shammur 2014, pers. comm.) For example, some institutions other than Grameen Bank do not apply 
microfinance in order to create value for poor people. Microcredit as applied by Grameen Bank enables 
borrowers to become members and entitles them to receive money in form of dividends in contrast to other 
institutions and moneylenders in former times. In other words, if Grameen Bank makes a profit, some of the 
profit also goes to its members, whereas other organizations keep the entire profit for themselves. At the same 
time Grameen Bank is not increasing interest rates because it seeks to be sustainable for both borrowers and the 
institution itself. This success and sustainability is dependent on proper monitoring of how microfinance is used 
and applied. That involves monitoring borrowers how they spend their money on income generating activities or 
consumption (Md. Golam 2014, pers. comm. & Sultana 2014, pers. comm.). 

 
In regards to the monitoring system I enquired if debt spirals are likely to happen. That is, if people take out 

more loans from other organizations in order to repay their remaining debts whilst already taking out another 
loan. I explored that when it occurs it usually does not last any longer than one or two years and is not 
understood as a “common practice” (Md. Golam, 2014, pers. comm.), but that only five to six percent may face a 
debt spiral. The reasons for being able to avoid debt spirals for their clients is not only rooted in their monitoring 
system but in the firm’s purpose, which is not to make profits but to aim for a social goal.  

 
Why microfinance is often criticized as an inadequate to reduce poverty may also be rooted in 

misinformation as usually outsiders criticize the theory and concepts around microfinance (Abdul 2014, pers. 
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comm.). As enquired through my questioning of how microfinance and Grameen Bank can be certain that their 
efforts to reduce poverty in rural areas is the sole and main cause for a drop in poverty it was mentioned that the 
institution never claims to be the one and only providing poverty alleviation. Several staff mentioned that 
Grameen Bank is only one of many actors involved in providing poverty alleviation. It was frequently reported 
that the reduction in poverty is a joint effort of Grameen Bank together with the government of Bangladesh. 
However, it is often misinterpreted by critics that microfinance is the sole tool for poverty alleviation, in truth I 
enquired that Grameen Bank believes that microfinance is just one piece in the puzzle of how to solve poverty 
(Bolki 2014, pers. comm.; Shammur 2014 pers. comm.; Md Golam 2014, pers. comm.; Mrittunzoy 2014, pers. 
comm.). For instance, one of the staff mentioned to me that microfinance is neither devil nor messiah, but only 
one way to deal with poverty (Shammur 2014, pers. comm.). 
 

These arguments that proper application of microfinance and that the idea of microfinance as such as 
reported by Grameen Bank can lead to poverty reduction and the enhancement of social opportunities leads to 
the next section of this paper. So far I have presented how microfinance and the Grameen Bank are said to tackle 
poverty from a macro perspective. In the next section I narrow down the findings and present a summary of 
economic and social opportunities a poor person may gain as a result of microfinance.  
 
 

5.2. Opportunities gained for poor people 
 

The results in terms of opportunities gained from the empirical enquiry in rural areas of Bangladesh and at 
the Grameen Bank head office are revealed throughout this section. On the one hand economic opportunities and 
on the other hand social opportunities that stem from the provision of microfinance to poor people are identified.  

 
Under the umbrella of economic opportunities access to financial services, increased purchasing power, and 

the stimulation of the village economy and businesses are identified as multiple forms economic opportunity 
enhancements. These differentiations of gained opportunities through microfinance are only concerned with 
economic or financial aspects, whereas under the umbrella of social opportunities it is identified how 
microfinance provides more than just monetary opportunities for poor people.  

 
Social opportunities are identified as increased opportunities in terms of decision making and choice to 

pursue what one desires, women empowerment, instrumental value including opportunities for borrowers’ 
children in terms of scholarships and higher education loans, changes in living conditions including 
improvements in terms of housing, sanitary condition and access to clean drinking water, decreased availability 
of household workers, increased opportunities for beggars, and lastly access to healthcare. 

 
Although the accumulation of assets or the value of a higher education loan (as an example) can also be 

expressed in monetary terms, these gained opportunities and changes in a borrower’s life are identified as social 
opportunities, because they are not intrinsically of monetary quality. In other words, social opportunities are 
created as result of microfinance and are instrumental values. 

 
Below Table 1 depicts a summary of economic and social opportunities poor people may gain through 

microfinance. It shows that economic opportunities prevail in numbers based on my categorization that emerged 
throughout the analysis.  
 
Table 1. Summary of economic and social opportunities poor people may gain as a result of microfinance. 

Economic opportunities gained Social opportunities gained 
  
- Access to financial services - Increased choice to pursue what one desires  
- Purchasing power is increased - Women empowerment.  
- Village economy is stimulated - Instrumental value 
- Business is stimulated - Change in living conditions 
 - Decreased availability of household workers 
 - Increased opportunities for beggars 
 - Access to healthcare 

 
 



35 

In Figure 13 I depict the assumed relationship between economic and social opportunity through 
microfinance and the Grameen Bank. In enquired that is evident that economic opportunities are not the only 
form of enhancement poor people may experience but that social opportunities can be the result of the initial 
provision of microfinance. 
 

 

 
 
Fig. 13. Economic opportunities can enable social opportunities through microfinance. 

 
I enquired that economic opportunities can enable social opportunities through microfinance as provided by 

the Grameen Bank. In other words, the initial provision of money that enables poor people access to financial 
services can lead to many more social opportunities as identified throughout my exploration (Abdus 2014, pers. 
comm.). Both economic and social opportunities poor people may gain are presented below in greater depth.  
 
 

5.2.1. Economic opportunities gained 
 

There are several economic opportunities to be gained through microfinance for poor people. These include, 
access to financial services, increased purchasing power, stimulated village economy and general stimulation of 
businesses in villages and surroundings. The opportunities gained are often closely linked to each other therefore 
often one opportunity that may be gained can lead to a wider set of opportunities. For instance, access to 
financial services may bring about increased purchasing power as a result. Economic opportunities gained in this 
section are presented from the perspective of both staff and Grameen Bank borrowers as the results gained 
through the empirical enquiry are consistent throughout the sampling process 

 
Access to financial services. Through Grameen Bank poor people are enabled access to financial services 

they otherwise would not have. Some borrowers report that other institutions are not even considered in their 
choice to access financial services because of their socio-economic background. Grameen Bank, however, has 
the focus on poor unbanked people, for instance it is stated: “It [Grameen Bank] makes money available only to 
poor people on very simple and easy conditions” (Golam 2014, pers. comm.) or “the main goal [of microfinance] 
is to provide banking service to the poor people” (Abdus 2014, pers. comm.). Two Center Managers, the unit 
closest to borrowers at ground level, stressed “poor [people] need money and Grameen provides it” and that the 
lack of capital can be matched through Grameen (Kamal 2014 & Sultana 2014, pers. comm.).  

 
Similarly and in contrast to ground level also the Zonal Office mentions “money for people” as a main 

benefit for poor people as “without money you cannot do anything” (Babul 2014, pers. comm.). Access to 
financial services through Grameen Bank also has the implication that both employees and borrowers themselves 
can avoid “loan sharks” as frequently pointed out. These moneylenders are to a certain extent forced out of the 
market. They traditionally met 80-90% of the demand for financial services for poor people. However, through 
Grameen Bank poor people can loan money without collateral and lower interest rates compared to loan sharks. 
In addition it is mentioned that a stricter monitoring system allows for checking whether Grameen Bank’s credit 
is used properly or not, that is for income generating activities (Md. Golam 2014, pers. comm.). Overall, both 
employees at Grameen Bank as institution and borrowers frequently stressed that access to financial services and 
circumventing moneylenders is one among other opportunities they can gain. Through access to financial 
services in the first place many more social and economic opportunities can be enabled. 

 
 
Purchasing power is increased. Through access to financial services in the first place increased purchasing 

power as subsequent effect is identified. The personal purchasing power of borrowers increases through 
microfinance, which leads to investments (income generating activities), savings, and purchases for consumption 
eventually (Md. Golam 2014, pers. comm.). This gain in opportunity is probably the most obvious one and is 
frequently mentioned on the side. Borrowers as well as employees mention increased purchasing power as major 
opportunity that stems from microfinance, which can lead to several more opportunities. Overall it is identified 
that both the village economy and business sectors benefit from increased purchasing power by borrowers. 

 

Economic opportunities Social opportunities 
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Village economy is stimulated. Mainly employees at Grameen Bank stressed that the village economy is 
stimulated – microfinance “mobilizes village economy and creates demand, supply and jobs. Eventually work 
for village and country development” (Md. Golam 2014, pers. comm.). That is, the money fluctuation and 
circulation in a village can be increased through the provision of microfinance, which leads to business 
stimulation. What is more, it is mentioned in another instance that as a result of microfinance the economic 
impact can be that money fluctuates in a village economy, which will “move the village economy” not only 
through credit but also savings (Shammur 2014, pers. comm.). Related and intertwined to that business 
stimulation is identified as another economic opportunity gained through microfinance. 

 
 
Business is stimulated. One of the most 

visible effects and opportunity gained through 
microfinance is that any business sector can be 
stimulated. This confirms the premise of 
microfinance and microcredit that is frequently 
stressed by Grameen Bank that the basic loans 
are meant for income generating businesses not 
necessarily for consumption (Md. Golam 2014, 
Humayun 2014, pers. comm.). The provided 
money leads to an increase in the number of 
investments in basically any industry. For 
instance, it is pointed out “the available money 
installs different types of business ideas in their 
mind and mobilizes their current income 
activities” [sic] (Md. Golam 2014, pers. comm.).  

 
The cases identified in this empirical inquiry 

entail sectors in which borrowers make business 
with handicrafts, sewing and tailoring, smaller 
grocery shops, rickshaws, agriculture (Fig. 14), dairy, poultry and vegetables. In addition land is often leased as a 
means for further expansion of business or business related use. The response to how credit is used almost 
exclusively revealed that businesses are either expanded or started, which contributes to the stimulation of 
business for the entire village.  

 
For instance, new sewing machines can be 

bought or cows for the sale or own use of milk 
(Fig. 16). One Branch Manager in Tangail 
specifically mentions that re-investments are 
made possible; the finances for these 
investments stem from the agricultural sector in 
the village (Ahasan 2014, pers. comm.). This 
both boosts the village economy and quickens 
housing development in this case. In response to 
whether this is the case through Grameen Bank 
alone or government it was stressed that it is 
“obviously” faster due to Grameen Bank’s 
efforts (Ahasan 2014, pers. comm.). In the case 
of a village in Tangail it was reported that there 
is practically no unemployment visible as a 
result of microfinance in comparison to the time 
before Grameen Bank provided its service 
(Kamal 2014, pers. comm.). The Zonal Office in 
Tangail pointed out that business stimulation in 
villages can be understood as a process that 
starts with microcredit as loan, which leads to the opportunity of leasing land and business in agriculture (Babul 
2014, pers. comm.). 

 
That business is stimulated can be observed and also be confirmed by the many borrowers interviewed who 

stressed that before Grameen Bank had started providing microfinance there was only limited opportunity to start 
and expand businesses. However, through visits to several microenterprises that pursue business in sectors that 

 
Fig. 14. Increased business activity involving rice paddies and 
agricultural activity. 

 
Fig. 15. Example of economic opportunities through a weaving 
microenterprise. 
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involve, for instance, weaving (Fig. 15), cows and dairy (Fig. 16), and groceries as well as through interviews 
with the business owners, evidence is confirmed that business is stimulated by microfinance nowadays. Some of 
the examples for business creation through microfinance observed and revealed as a result of questioning 
borrowers and staff are graphically displayed below. Primarily straightforward and classic examples of economic 
opportunities gained are shown below. 
 

In the villages visited in Tangail mainly 
agricultural activity stimulated by microfinance 
that enables leasing and purchasing land is 
observed. Figure 14 shows fertile land borrowers 
cultivate and with profits made more 
investments in the form of housing (e.g. 
purchase of better housing material) are 
possible. It was clearly mentioned by both staff 
and borrowers that one economic opportunity 
gained can lead to many more both other 
economic and social opportunities. Usually as 
reported through the income generated different 
kinds of business investments are possible, for 
instance investments into housing or business 
expansion. 
 

Figure 15 depicts a microenterprise 
borrower that invested the loans taken out into 
weaving machinery. With the invested money 
the borrower was also able to buy yarns 
imported from China and to weave blankets, clothes and other items. The goods are either sold in surrounding 
villages or in Dhaka – in the city of Dhaka he can expect a selling price twice as much as in villages. This 
example (of many) clearly shows how economic opportunities gained through microfinance can lead to 
profitable investments. 
 

In Figure 16 a typical cow business is 
depicted. Relatively straight forward, a cow is 
purchased by means of a loan taken out (for 
income generating activities) in order to sell 
dairy products eventually. Depending on given 
financial means and risks a borrower is willing to 
take the number of cows purchased varies among 
borrowers in the dairy business. A cow business 
was observed and enquired as a typical business 
opportunity that was seized by a considerable 
amount of people in Tangail. The economic 
opportunities gained through microfinance are 
two-fold in this case: on the one hand it enables a 
borrower to purchase a cow and on the other 
hand it enables future revenue streams through 
the sale of dairy products.  
 

Figure 17 depicts a number of Grameen 
Bank borrowers that sell vegetables and other 
goods in a market, which are bought on credit 
and sold for a profit. It literally shows by the people involved in trading, purchasing and selling goods that a 
number of businesses can be stimulated, i.e. the village economy can be stimulated too. That is, the money 
fluctuation can be increased through the injection of money through credit, which is exchanged and circulated in 
a market and village. 
 

This chapter has shown that a number of economic opportunities can be enabled through microfinance. Also 
concrete examples of how businesses can be stimulated and which investments can be pursued by means of 
credit through Grameen Bank. It is clearly shown that microfinance not only gives poor people access to 
financial services, but also has many more economic opportunities as a result of the initial provision of money 

 
Fig. 16. Example of a straightforward income generating dairy 
business. 

 
Fig. 17. Example of how microfinance stimulates both business and 
the village economy. 
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for poor people. On the one hand businesses can be started as such and on the other hand microfinance can 
stimulate further investments to grow the business. In the next section social opportunities gained through 
microfinance are revealed. 

 
 

5.2.2. Social opportunities gained 
 

Just like economic opportunities are multi-dimensional also social opportunities can be multifaceted. 
Throughout this section I introduce the prime social opportunities I explored during my field visit. These 
opportunities are a result of economic opportunities in the first place. Many of these opportunities are not 
mutually exclusive, that is, a poor person may gain some of these opportunity enhancements at the same time. As 
presented in Table 1 I chronologically present the findings below. 

 
Increased choice to pursue what one desires. The social opportunities poor people can gain are achieved 

through microfinance and business. The main idea is that these stem from the actual microfinance, that is, the 
provision of money in the first place. The provision of money in the form of credit or the opportunity to run a 
savings account can lead to many more social opportunities. For instance, “Microfinance will evolve with the 
idea of creating more opportunity for the education of the children” (Abdus 2014, pers. comm.) or it was also 
mentioned “Microcredit contributes to changing poor people’s life style” (Rafingal 2014, pers. comm.). These 
changes in lifestyle can be translated in both capability enhancement and the fulfillment of social needs. For 
instance I enquired that “Microfinance help the borrowers in enhancing capability and education” (Golam 2014, 
pers. comm.) and that “Loans are funding poor people’s business and savings help them to fulfill other social 
needs” (Abdus 2014, pers. comm.). 

 
Throughout my observations and empirical enquiry I realized that social opportunities are the main idea of 

microfinance. “Changing their lives through business” (Humayun 2014, pers. comm.) or the simply the provision 
of money for poor people, which is an opportunity for the poor is what can enable social development and is the 
core of microfinance. In other words, “The main goal of Grameen microcredit is to create an opportunity for the 
poor as they can practice and apply their experiences and potentialities more effectively with the help of credit 
and make a good life for them as well as for their next generations. It mobilizes their economical activities and 
converts their potentialities into work” (Md. Golam 2014, pers. comm.). 
 

I enquired that microfinance is more than just the provision of money. It creates choice for poor people 
through business ideas to do what they desire and enables a new set of better opportunities for people in need. In 
other words, the main idea that I enquired through questioning staff and borrowers is that money is an 
opportunity for poor people, which creates a new set choices. Put differently, “Microcredit is the centre from 
where poor people can go any way where ever they like or choose to go. If Grameen Bank can make them 
financially sustainable then they will receive all other opportunities by themselves according to their needs” 
(Md. Golam 2014, pers. comm.). These social opportunities that stem from economic opportunities presented 
earlier are multi-dimensional. In the next paragraph one of these many opportunities women can gain is 
empowerment and increased equality in villages and society. 
 
 

Women empowerment. Primarily reported by staff of Grameen Bank women empowerment is probably the 
single most effective social opportunity poor people may experience as a result of microfinance. But not only 
Grameen Bank reported this, also women I questioned regarding women empowerment mentioned that 
empowerment is visible in terms of many indicators, for instance in shifting power relations between men and 
women, decision making dynamics or changing social relationships within villages. 

 
For instance, an Area Manager in Manikganj reported, that several decades ago women had to address their 

husbands as Mister. Women can now talk to men and walk outside their premises to the market and take baths 
outside in villages (Abdul 2014, pers. comm.). As a result of Grameen Bank women are not only taking part in 
household work, but are allowed to go outside, go shopping or even work outside. For example one of the staff 
mentioned that in the 1970s women never came out, but now women come out of their households and homes 
that leads to more communication. Women now make use of mobile phones and increase their number of 
friends. He further stressed that village center meetings function like a club; they are talking more, discussing 
problems and increase their confidence, and that they will never go back to their original social status and 
behavior (Shammur 2014, pers. comm.).  
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Clearly my observations in the field and enquiry of women borrowers support this. The center village 
meetings function as some sort of meeting point that goes beyond the purpose of repaying debts (see Figure 18). 
I frequently observed once the village center meeting was over that women continued discussing and stayed 
within the meeting point area. Women can experience social support through group lending schemes and 
frequently help each other out in case some one is late with repaying debts.  

 
When Grameen Bank started providing loans 

staff had to literally talk through a curtain to 
women in the villages when they were advising 
women and poor people about microcredit and 
inherent opportunities. However, women 
empowerment has evolved, in other words, there 
are no curtains necessary any more, women are 
allowed to talk to men, the bank and strangers 
(Abdul 2014, pers. comm.). Also during my field 
visit there were no problems in engaging in 
conversations with women. During my field trips 
to different villages I did not observe any curtains 
as a barrier between staff and borrowers.  

 
As money is in the hand of women now and 

decision-making changed involving women 
(Sultana 2014, pers. comm.) there is clear evidence 
that Grameen Bank empowers women in terms of 
decision-making within a household. Microfinance 
and the institution empowers women to take 
ownership over loans, houses and take part in mutual decision making within the household – not only in terms 
of power relations but women take official ownership on paper of loans and houses for instance. It is said that 
these women experience empowerment through being in the position of the prime loan holder. In other words, 
husbands or family members can only get access to money through women, as they are the ones officially 
entitled to the loan.  

 
For instance it was mentioned, that 30 years ago women had no role in the family other than as a household 

worker. Now as part of the money goes to their husbands, sons, and daughters they show respect and women’s 
dignity has increased. Women are the decision makers of the family as a result of microfinance and are now 
presented in local town governments in contrast to 30 years ago (Md. Humayun 2014, pers. comm.). This 
evolvement in empowerment and changes in decision-making power was visible throughout all villages observed 
and explored.  

 
This development of women empowerment was mentioned also in regards to leadership roles of women. For 

instance it was mentioned that women can “feel like a man” (Babul 2014, pers. comm.) and can become leaders 
just like men. It was enquired that this is a concrete example of women empowerment, which had evolved over 
the last decades aided by microfinance. 

 
As mentioned women empowerment was visible in many different ways. Below is a short summary of the 

most important and visible indicators of women empowerment observed and enquired. 
 

Summary of enquired and observed evolvements in women empowerment through microfinance: 
 

- Social barriers between women and men as well as strangers decreased 
- Women take part in non-household work outside in villages 
- Women are allowed to leave their premises and engage in village activities 
- Women decision making evolved as a result of being the official holder of loans  
- Status of women increased leading to more equality among the village society 
- Confidence, respect, and dignity increased  
- Women are now represented in local town governments in contrast to 30 years ago 

 
It was stressed that Grameen Bank played a significant role in this development, however, first economic 

freedom and then women empowerment came about as a natural result of it. In this regard Grameen Bank 
frequently stressed that social opportunities and in this case women empowerment is probably the most 

 
Fig. 18. Borrowers and inhabitants gather around the center house 
(left) after the loan installments were made. 
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significant effect that comes about through the provision of microfinance but not the prime goal of the 
institution. Rather does microfinance lead to women empowerment via economic opportunities.  

 
Similarly does microfinance trigger other opportunities instrumentally. Just like economic opportunities can 

lead to women empowerment, microfinance can lead to various other opportunities and specifically to what I 
refer to as instrumental value when it concerns children’s education and husbands receiving money via women. 

 
 
Instrumental value. I describe instrumental value as a benefit gained for a third person as a result of the 

original opportunity gained. In other words, many social opportunities women or poor people gain through 
microfinance enable their children and husbands benefits they otherwise would not have.  

 
Instrumental is shown when women receive a loan and this as a result entitles their children to apply for 

scholarships or higher education loans for public universities. Grameen Bank creates social opportunities in the 
form of education for present and future generations to come. Even though Grameen Bank does not cover 
education for women or their husbands as such there is a clear commitment evident that their children or grand 
children should become educated. For instance staff at Grameen Bank mentioned the importance of future 
developments and education in a straightforward manner, “Their [the borrower’s] children will be educated” 
(Humayun 2014, pers. comm.). 

 
Through both interviews with borrowers and staff, but also with a higher education loan and scholarship 

holder I enquired that these opportunities and success are evidently true. For instance it was mentioned, that 
Grameen Bank members can now become doctors now, which is their success story (Md. Golam 2014, pers. 
comm.) or through Grameen Bank children are in the best position to become educated (Golam 2014, pers. 
comm.). 
 

It was mentioned that this development is a natural process as when the poor people have enough food then 
they require money to send their children to school (Humayun 2014, pers. comm.). I enquired that therefore 
Grameen Bank introduced higher education programs, which eventually will bring about change in the poverty 
situation. 

 
But not only do children benefit in terms of loans and scholarships for their education. Also now as part of 

the money borrowed is shared with the borrowers’ husbands, sons, and daughters they show respect and 
women’s dignity increases. It was evident throughout my enquiry that education is now more important among 
families than before microfinance and Grameen Bank enabled access financially and in terms of awareness. As a 
result families are now investing in the future of their children. One borrower specifically mentioned that even 
though she does not necessarily require loans anymore she nevertheless takes them out as it allows her to entitle 
her children for higher education loans.  
 

Change in living conditions. One of 
most effective opportunity enhancements 
through microfinance is visible in changes of 
living conditions over time. Frequently 
mentioned by both staff and borrowers living 
conditions have improved drastically over the 
last decades since poor people received access 
to microfinance in villages. After having taken 
out loans for income generating activities 
Grameen Bank granted loans for both tube 
wells and houses, which resulted in visible 
and tangible effects in terms of improved 
housing conditions and drinking water quality.  

 
For instance, in Nateapara village in 

Tangail in a center meeting with about 25 
female borrowers every single woman 
reported she had access to tubal water systems 
and that there were proper sanitary conditions 
in the village in contrast to before microfinance was accessible - see Figure 19 for an example of a tube well in 
Nateapara village.  

 
Fig. 19. Example of a tube well as source for drinking water found in 
many villages.  
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It was mentioned by the staff that one of 
the programs by Grameen Bank involved 
granting access to microcredit for buying tubal 
systems in order to establish safe drinking 
water in villages. Based on the success of this 
program Grameen Bank further expanded into 
providing housing loans for poor people 
subsequently. Both through observations and 
answers provided by the staff and borrowers 
the housing conditions in terms of access to 
drinking water, sanitary housing conditions 
can be said to have improved over the last 
decades. Among others, Zonal and Branch 
Managers in Tangail and in the area of 
Nateapara also confirmed the development of 
improving housing conditions over time 
(Babul 2014 & Ahasan 2014, pers. comm.). 
For instance it was mentioned that the 
development of housing quality is a visible 
effect of microfinance – from straw to tin to 
brick houses. Not only Grameen Bank is the 
reason for it, but the main financing comes 
from Grameen. Through Grameen this 
development is obviously faster (Ahasan 2014, 
pers. comm.).  

 
Housing development over time was 

easily visible in villages visited in both 
Tangail and Manikganj districts. Figures 20 to 
22 depict villages and houses in Tangail that 
are either made out of straw, tin or brick.  
 

The pictures clearly show that some 
houses are made of simple straw structures 
whereas others are made out of tin or brick. In 
some cases people are making use of all three 
kinds of material at the same time. For 
instance, Figure 21 depicts a house with straw 
and tin walls and roof, respectively. On the 
other hand some people can afford and have 
access to financing that allows for investing 
into brick houses in contrast to cheaper tin or 
straw houses.  
 

Over time borrowers report that most of 
the poor people in villages started off with 
straw houses and gradually have improved 
their housing conditions by replacing straw 
with tin and bricks. Frequently mentioned and 
observed the provision of microfinance has 
not only resulted in better housing conditions 
but the accumulation of assets directly linked 
these. In other words, many of the borrowers 
interviewed mentioned that microfinance has 
provided the opportunity to purchase fridges, 
TVs or furniture – this development was 
reported to directly trace back to microfinance 
as a source of opportunity enhancement. 
When enquiring borrowers Grameen Bank was exclusively mentioned as reason for this positive development. 
However, as mentioned, Grameen Bank does not claim that housing development as depicted evolved just 

 
Fig. 20. Example of a hybrid tin-straw house. 

 
Fig. 21. Example of a village with houses made of straw and tin 

 
Fig. 22. Example depicting straw, tin and brick houses in village in 
Tangail. 
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because of microfinance, but that the institution has played a significant role in it. Figure 23 depicts the 
evolvement from straw to brick houses. 
 
 

 
 

Fig. 23. Evolvement of housing conditions from straw to brick houses over time. 

 
It was clearly evident throughout the enquiry and observations conducted that housing situations differ 

among borrowers. Even though not each single borrower enquired and observed lives in a brick house there is 
general tendency towards it.  
 
 

Decreased availability of household workers. Another finding presented in this section concerns the 
development of the availability of household workers over time. Through exclusively all managerial levels 
including my translator and borrowers enquired it was mentioned that the availability of people that can be 
employed as household workers has dropped. It is mentioned for instance, in the 1970s and 1980s maids or 
workers had no other choice but to work entirely for rich families. However, today these laborers are not as 
available as before and are driving up prices (Md. Golam 2014, pers. comm.). In other words, richer families that 
have had the tendency to employ household workers now face a lack of this human resource as this relatively 
poor group of people can now find other employment.  

 
It was mentioned that these household workers, especially in villages or in rural areas, are simply not 

available anymore to perform household duties for richer families. Instead this group of people and similarly day 
laborers find employment either elsewhere with a higher wage or through the opportunities presented with 
microfinance; i.e. they start their own business hoping for higher profits than wages through employment. 
Village Managers working at ground level who can witness this development closely mentioned that this 
development can be attributed to Grameen Bank with at least 25% (Kamal 2014, Sultana 2014, pers. comm.). 
 

 
Increased opportunities for beggars. Grameen Bank offers loans without collateral and interest free to 

beggars. The institution runs this program under the name of struggling members program and provides these 
poor people that have no shelter or food with an opportunity in the form of choice. Thus, this form of social 
opportunity can be translated into more choices for beggars they otherwise would not have (Md. Golam 2014, 
pers. comm.). 

 
Beggars receive the choice on top of their begging activities to start an income generating activity, that is, a 

business that they can grow. In addition beggars are presented with the opportunity to transfer their begging loan 
into actual Grameen Bank members, which allows them to access more services and higher amounts of loans in 
case their business is successful. I enquired that the rationale for providing beggars with microcredit is to “make 
life a bit easier, but we don’t tell them to stop begging while they try to make their living” (Md. Golam 2014, 
pers. comm.). It was stressed, however, that “it is [microfinance] no charity“ (Humayun 2014, pers. comm.) and 
implies that this opportunity to access money also entails responsibilities for these beggars to repay their loans – 
even though it is interest and collateral free.  
 
 

Access to healthcare. Through both microcredit and savings poor people can have the opportunity to access 
healthcare as they have the financial means to do so. I explored that the main priorities of microfinance for poor 
people can be a doctor’s appointment or education for their children (Md. Golam 2014, pers. comm.). I also 
enquired that health standards have increased and can be attributed to Grameen Bank and microfinance (Babul 
2014, pers. comm.). One of the borrowers I interviewed mentioned that she is now able to afford a doctor when 
she needs one in contrast to before microfinance had reached her. 

 
This section has shown that social opportunities are of non-monetary nature and stem from economic 

opportunities in the first place. This aggregated presentation of my findings is now taken to the next level and it 
is presented how different stakeholders perceive microfinance. In the next chapter the results are discussed and 

Straw houses Tin houses	   Brick houses 
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analyzed in conjunction with other studies from a stakeholder perspective. This enables to further explore 
whether microfinance works effectively or ineffectively for a specific stakeholder in regards to and beyond the 
Millennium Development Goals. This approach also allows for making use of theory on stakeholder and 
avoiding generalizations on normative enquiry that is concerned with whether microfinance is good or bad; 
much more it allows for breaking down the analysis into more tangible results whether microfinance can bring 
about opportunity enhancement for a specific set of stakeholders. Thus, this approach avoids generalizations on 
microfinance and poverty. However, it is vital to mention that this qualitative enquiry does not rely on 
quantifications and a large number of samples that allow for inferences at large scale, however, this chosen 
approach can help in identifying tendencies how effective or ineffective microfinance may alleviate poverty for a 
specific set of stakeholders. 
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6. Discussion 
 

The findings gained through the empirical enquiry seeking how poor people may enhance their opportunities 
in economic and social terms through microfinance by Grameen Bank show that poverty can be reduced. The 
conceptual framework developed presents the rationale that microfinance as bottom-up poverty alleviation 
strategy that may create value for people and lift them beyond poverty lines and the MDG goals.  

 
Based on the results gained there is evidence that microfinance can enhance both social and economic 

opportunities for poor people. It was clearly shown that there is evidence that the findings support that poverty 
can be reduced beyond monetary terms, that is, beyond the Millennium Development Goals. As stated the MDG 
mainly provide targets based on quantifications of poverty, however, poverty alleviation is more than just 
assessing whether people are below or above poverty lines. In other words the findings clearly show that poverty 
can be reduced beyond the MDG through microfinance. 

 
 It is vital to mention that for some stakeholders microfinance can enhance opportunities more or less 

effectively - for some poverty may be reduced more or less effectively. In this regard the claim by Hulme and 
Mosley (1996) that microfinance can lift people out of poverty if it the programs are well designed can be 
confirmed. In this regard Grameen Bank claims the proper application of microfinance is key and rejects 
criticism that is often associated with institutes aiming for profit instead of creating social value, which is 
referred to as mission drift (Armedáriz & Szafarz, 2011). Mission drift, which implies that microfinance 
institutions do not aim for the original social goal but profits was not evident throughout the exploration. 
 

It is an imperative to mention that microfinance is one of many tools to reduce poverty. Poverty is multi-
dimensional and therefore requires holistic poverty intervention. Based on the findings it can be claimed that 
microfinance can help in alleviating poverty on micro level, but likely requires government to step in for macro 
level problems. In this regard it can be confirmed that microfinance is “no panacea” for poverty reduction as 
claimed by Hulme and Mosley (1996, p.114). 

 
As microfinance is no one size fits it all approach to solve poverty through economic intervention it can be 

reasoned that a stakeholder perspective needs to be assumed. Breaking down the discussion into how effective 
different groups of stakeholders may enhance their opportunity enables to avoid normativity. It also enables to 
single out how effective microfinance may alleviate poverty for the core stakeholders of this research as 
identified; these are poor people and households, children and students, and extremely poor people and beggars. 
Table 2 depicts the aggregated perceived relative opportunity enhancement for different stakeholders from both 
an institutional and borrowers’ perspective.  
 
Table 2. Aggregated perceived relative opportunity enhancement based on the empirical enquiry. 

Stakeholder perspective Perceived opportunity enhancement 
  

Poor people (households) - Effective enhancement 
Children (students) - Effective enhancement 
Extremely poor (beggars) - Ineffective enhancement 

 
It is argued that effective opportunity enhancement attests microfinance the potential to create more 

opportunities for poor people relative to ineffective opportunity enhancement. It was enquired that evidently poor 
people and children can enhance their opportunities more effectively in contrast to extremely poor people. In 
other words, microfinance may reduce poverty most effectively in terms of widening social and economic 
opportunities for poor people and children relative to extremely poor people.  
 

In the next three sub-chapters microfinance is discussed and contrasted in conjunction with other studies 
from a stakeholder perspective. First, poor people and households are analyzed and it is discussed how effective 
microfinance may alleviate poverty for this group of stakeholders. Thereafter, children and students as an 
instrumental receiver of microfinance are discussed. Lastly, the effects in terms of opportunity enhancement for 
extremely poor people are analyzed and discussed. 
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6.1. Poor people and households 
 
Based on the empirical enquiry of microfinance in terms of poverty alleviation that goes beyond the 

Millennium Development Goals there is evidence that poor people and households can moderately, or in other 
words, effectively benefit from microfinance. That is, microfinance can provide opportunities in both economic 
and social terms that work effectively well for poor people and households. 

 
Even though Fisher (2002) argues that microfinance has its limitations in promoting poor people’s 

livelihoods if microfinance is not integrated in a wider development strategy this rather blunt statement can both 
be confirmed and rejected. For instance, it is evident that the livelihoods of poor people can be positively 
influenced by microfinance as observed and enquired. It was frequently mentioned that the basic loan works best 
for poor people and households - these loans are specifically targeted for this identified group of stakeholders. 
One Center Manager for example mentioned that the basic loan works best to reduce poverty (Sultana 2014, 
pers. comm.). The reasons mentioned are that these people targeted with basic loans are usually healthy, young 
or middle-aged, and have the potentials and skills required that can be translated into businesses that can be 
grown for income generation. In other words, the basic loan can bring about social and economic opportunities 
for poor people and households moderately effective, that is, it can reduce poverty through opportunity 
enhancement.  Through observations it was also evident that the borrowers were healthy, looked considerably 
happy and did not show any sign of mental or physical disabilities. This study can support the claim by Haque 
and Yamao (2008) that wealthier poor people are the preferred target for microfinance institutions. It can be 
concluded, however, that Grameen Bank is not necessarily talking about preferences in targeting poor people, 
nevertheless, the findings revealed that the institution cannot only focus on the poorest of the poor; on the one 
hand because it is unprofitable and on the other hand because it targets all kinds of poor people. 
 

What is more, it was mentioned poor people and households, primarily women, can have access to a large 
number of services and products by Grameen Bank in contrast to children, students and beggars. Especially in 
contrast to beggars, who can only take out beggar loans, this group of poor can only become a member of 
Grameen Bank eventually after having proven to be able to repay its debts. With regard to this it was also 
explored that debt spirals are unlikely to happen. Even though it is mentioned in the literature (Bateman, 2008) 
that microfinance may lead to indebtedness in contrast to poverty alleviation the findings of this study contradict. 
On the one hand Grameen Bank claimed that debt spirals are not a common practice at all and on the other hand 
it is likely to be avoided because of the institution’s monitoring system. 
 

It was evident by the number of people mentioning the basic loan as the best service to create value and 
reduce poverty that opportunity enhancement can be effective for poor people and households. This was 
supported triangularly; staff and borrowers confirmed that poverty was effectively being reduced over the last 
decades, and the observations in the field of - for instance how housing developments for some people have 
evolved - confirmed this finding (Ahasan 2014, pers. comm.). What is more, the findings revealed that the 
number of household workers and maids available to serve in richer homes has significantly dropped. Although 
this drop is not only attributable to microfinance and the Grameen Bank it was explored that the institution is 
very likely to have had some impact on this development. These people now choose self-employment stimulated 
by microfinance over household work for richer families. Interestingly, throughout the literature review this 
phenomenon was not evident. This finding can be regarded as significantly valuable and requires further 
exploration in the future. 
 

It was further explored that microfinance can enhance opportunities and promote livelihoods in many 
dimensions - both in economic and social terms. In this regard the findings clearly agree with Ledgerwood 
(2013) that microfinance can help in providing for education, capital for investments, needs in terms of 
consumption and business. However, it was also explored that the effectiveness of microfinance greatly depends 
on its target. Put differently, microfinance can work effectively in promoting the livelihoods of poor people if it 
is targeted to people prone to this kind of poverty alleviation strategy. Conversely, poor people can only be said 
to moderately enhance their opportunities relatively in comparison to children and students. Through the 
exploration it was frequently mentioned that even when microfinance or Grameen Bank can only moderately 
enhance opportunities for the current generation there still is even stronger belief that future generations will 
significantly more benefit from microfinance through education, scholarships and higher education loans; these 
programs are specifically targeted to the borrowers’ children.  
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6.2. Children and students 
 
As already mentioned social opportunities children and students can gain (I refer to it as instrumental value) 

are among others reflected in their entitlement for scholarships and higher education loans. It is mentioned for 
instance that one of the most visible effect through Grameen Bank and microfinance can be seen in terms of 
changes in education and that children receive higher education loans. Additionally, it was evident that families 
perceive education as important; this is especially visible in the second generations (Babul 2014, pers. comm.). 

  
Borrowers frequently mentioned that instrumental value created in terms of education for children of poor 

people is on the one hand a main priority and on the other hand will smooth the ways for future development. 
Scholarships and higher education loans seem to work highly effectively as enquired because microfinance and 
this kind of support seeks to alleviate and even eradicate poverty for future generations to come.  

 
It was mentioned by the staff that even though children and students are no Grameen Bank members per se 

they are entitled to benefits through the official signatory. In other words, children and students effectively 
benefit from microfinance through their parents and thus it is hoped that children not necessarily require loans or 
support through Grameen Bank in the future - as they should never face poverty at all in the first place (Golam 
2014, pers. comm.). In this regard the enquiry can confirm with existing findings that microfinance can 
positively influence schooling of children, however there was no difference evident in the rate of boys or girls 
attending school as claimed (Meyer, 2007). 

 
When enquiring a scholarship holder in Tangail it was mentioned that through his loan to attend a public 

university in Dhaka his status had increased. Also, as students in his class do not know that he is considered poor 
in socio-economic terms a sense of equality was perceived. In other words, students in his class do not know that 
he is poor, but it is also not visible, because on the one hand is attending class like anyone else and on the other 
hand he can afford to go school because of the loans taken out.  

 
Poverty reduction and opportunities that can be gained beyond the Millennium Development Goals are 

evident and effective for children as enquired through the exploration in several villages. There was not a single 
person mentioning that scholarships or loans were too little in economic size, were paid out too late or had any 
other problems in terms of administration or the like. Also in no instance the concern as mentioned by Karlan 
and Goldberg (2011) that child labor may increase as a result of microfinance could be supported. That is, 
microfinance does not stimulate child labor as income is generated through microfinance that may lead children 
away from schools. 

 
 
6.3. Extremely poor people 

 
It can be supported that microfinance does not effectively alleviate poverty for the poorest of the poor as 

claimed by Fisher (2007). It was explored that microfinance for elderly people who are usually in weaker 
physical conditions can only to a certain extent benefit from microfinance. This was evident throughout the 
fieldwork conducted; the borrowers interviewed were in good physical conditions and poverty alleviation 
worked effectively because these people could make use of microfinance and economic intervention. However, 
it was also evident that microfinance requires a poor person to have the mental and physical conditions to start, 
run and grow a business in order to lift herself out of poverty. In other words, microfinance may not work as 
effectively for the poorest of the poor, homeless people, or elderly as also pointed out by Hulme (2007), 
however, there is evidence as explored that microfinance can nevertheless promote development for poor people 
with good health and physical conditions. 
 

In contrast to effective opportunity enhancement and multi-dimensional poverty alleviation for poor people 
and households as well as children and students there is evidence that beggars (extremely poor people) cannot 
effectively benefit from microfinance. While children and moderately poor families can enhance their 
opportunities in various ways in both economic and social terms there is reason to argue that microfinance 
through the Grameen Bank can rather ineffectively enhance opportunities for the poorest of poor. It was 
frequently mentioned that age is one major problem why poor people cannot lift themselves out of poverty as 
also claimed by Hulme and Mosley (1996). That is, they literally do not have the physical conditions and energy 
necessary to pursue a business. In addition it can be reasoned that usually older people and beggars do not 
possess the required mindset to pursue a business or come up with a new business idea to generate income 
(Abdul 2014, pers. comm.).  
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Although it is mentioned that Grameen Bank is only relatively successful in reaching the poorest of the poor 
there is reason to believe that the institution is heading towards the right direction. Specifically it is mentioned 
the discourse on effective opportunity enhancement is two-edged. On the one hand it is claimed that Grameen 
Bank is not effectively reaching poor people and on the other hand poor people themselves cannot make use of 
microfinance effectively. It is mentioned that Grameen Bank generally needs more time to help poor people and 
also has the capability to reach them and will not let lose. However, solely focusing on this group of poor people 
is not financially sustainable - it is referred to that microfinance is no charity as such (Shammur 2014, pers. 
comm.). 
 

In regard to the effectiveness of Grameen Bank for the poorest of the poor one beggar mentioned that her 
business had failed; her dry fish business did not take off and she could not repay her loan. As a result she cannot 
be granted a new loan as long as the old is not repaid. In addition, she used to be a phone lady, that is, someone 
who has a phone and can sell minutes to her clients. However, she did not know how to count the minutes and 
how to charge clients correctly; eventually the business failed too.  

 
Throughout the enquiry within Tangail and two branches some numbers were presented. Regarding the 

Delduar branch since 1995 out 36 beggars twelve of these could register as a regular Grameen Bank member. In 
other words, they were able to be classified as poor people in contrast to beggars (Ahasan 2014, pers. comm.).  
Regarding the Mohera branch it was enquired that over the last five years two out of eleven beggars had become 
regular Grameen Bank members. Overall it was estimated that around only one to two percent of the beggars 
Grameen Bank works with can successfully improve their situation and become regular members - the reasons 
are primarily attributed to a lack of energy, weak physical conditions and advanced age. It was further mentioned 
that usually poor people only become beggars at old age (Kamal 2014, pers. comm.).   

 
Another reason why microfinance and the Grameen Bank may only ineffectively help in reducing poverty 

for poor people is that microfinance in itself is only one of many tools that bring about change. For instance, 
microfinance was only mentioned as one but an important element to bring about poverty alleviation as long as it 
is used properly (Ahasan 2014, pers. comm.).  
 

Even though microfinance may not lift poor people out of poverty the first goal is to reach them and the 
second goal is that they stop begging eventually (Abdul 2014, pers. comm.). Grameen Bank’s ideology is not to 
stop focusing on the poorest of the poor but revising its strategies. With regards to the struggling member 
program, which is a relatively new concept compared to when Grameen Bank was initiated it was further 
mentioned that microfinance and the institution cannot help everyone. But through step-by-step approach 
through which all managers at ground level work together with beggars - every manager gets one beggar to work 
with - it is hoped to alleviate poverty (Babul 2014, pers. comm.). Further it was mentioned that these kind of 
beggars for who Grameen Bank and microfinance cannot provide effective poverty intervention (older people 
with weak physical conditions) do not longer exist as such compared to 30 years ago (Abdul 2014, pers. comm.). 

 
It can be claimed that the reasons why microfinance cannot effectively enhance opportunities or alleviate 

poverty are multi-dimensional. Just like Montgomery et al. (1996, p.176) imply that “credit as a widespread, 
country-level, poverty-alleviation strategy” may only work for poor people with a certain economic minimum 
level this study can fully support the claim. It is evident that throughout my enquiry that the poorest of the poor 
can only to a certain extent be effectively reached and helped through microfinance. In other words, poverty 
intervention and the enhancement of opportunities for beggars and the poorest of the poor is relatively 
ineffective. It is evident through the enquiry with both staff and borrowers. To sum up, the reasons mentioned for 
ineffective poverty intervention mainly were age, weak physical condition, time and the lack of the required 
mindset and mental readiness for starting a business. 
 

As already briefly discussed, the exploration of microfinance and how it can create value for poor people 
can arguably only be revealed through analyzing stakeholders. That is, for which stakeholders does microfinance 
create relatively more or less opportunities. It can be claimed that generalizations as often made (Bateman, 2008; 
Korten, 2011) that microfinance can only ineffectively alleviate poverty need to be rejected; through the 
empirical enquiry it was evident that some poor people obviously benefited from microfinance and have 
experienced a tremendous positive development in terms of housing or business stimulation beyond the MDG. It 
is arguably true that for some groups of poor people microfinance does not enhance opportunities as effectively 
relative to other groups, however, arguably for regular poor people and households and especially for children 
and students microfinance can make a positive difference. 
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6.4. Synthesis of a stakeholder perspective on microfinance and 
poverty alleviation 

 
In summary this discussion can provide insight into whether microfinance can reduce poverty effectively - 

enhance opportunities for poor people - beyond the MDG. The answer is, it depends. There was clear evidence 
throughout my exploration that social and economic opportunities can arise as a result of microfinance. 
However, for the poorest of the poor, who are usually elderly people with weak physical conditions, 
microfinance is not as effectively lifting poor people out of poverty in contrast to other stakeholders. 
Microfinance appears to be a suitable tool for poverty alleviation when it comes to entrepreneurial endeavors on 
a micro scale. However, from a macro perspective microfinance clearly is limited in providing development in 
terms of infrastructure, roads, energy supply and large-scale issues Bangladesh faces.  

 
As implied by Fisher (2002) microfinance needs to be incorporated into a more inclusive development 

strategy - this thesis can fully support this claim. Frequently it was explored that microfinance is only of one of 
many tools that can provide poverty alleviation. It was also mentioned that government and other NGOs are an 
imperative for development, but Grameen Bank and microfinance have significantly contributed to the 
development in reducing poverty. For instance, it was evident that weak infrastructure, roads in catastrophic 
conditions and the general lack of mobility in rural areas call for an inclusive development approach. That is, 
microfinance is clearly limited in providing infrastructure; microfinance can help individuals and smaller groups 
of people in entrepreneurial endeavors, but is limited in providing large-scale development solutions such as 
road building or providing countrywide energy supply. In other words, microfinance can effectively help certain 
groups of people on a micro level, mostly wealthier poor people.  
 

Taking up Ellerman’s (2007) claim that Bangladesh is not a success story in terms of development and the 
implied link to microfinance as key tool to alleviate poverty that should have worked better the findings both 
contradict and support this claim. Poverty has been reduced over the last decades, but throughout the enquiry 
there was no evident direct link to microfinance. However, microfinance is likely to have reduced poverty, this 
was evident throughout the exploration as social and economic opportunities may arise for poor people. 
Nevertheless, Grameen Bank and microfinance, as explored, are only one of many reasons why poverty is being 
reduced. Related to that, as microfinance enhances economic opportunities, thus the growth of GDP the findings 
can confirm that economic development may be stimulated as a result of microfinance (Ahlin & Jiang, 2008). 
That is, businesses are started, run, and grown by the help of microfinance, which evidently will be reflected in 
the GDP. In conclusion this study can agree with Littlefield et al. (2003, p.9) who argue that “no single 
intervention can defeat poverty.”  
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7. Conclusions 
 

Inspired by the precedence of eradicating worldwide poverty and the unresolved discussion how to solve 
poverty this paper has attempted to illustrate how microfinance by the Grameen Bank can alleviate poverty 
beyond the Millennium Development Goals. These goals are arguably limited by the use of poverty lines and do 
not reflect the true level of poverty beyond quantifications. Therefore a conceptual framework was developed to 
address this issue with the rationale that microfinance as a bottom-up development approach to poverty 
alleviation may create value for poor people and enhance opportunities beyond the MDG. 

 
 In this regard the paper has explored by means of a case study design based on a qualitative and explorative 

research approach how poor people may lift themselves out of poverty through microfinance and entrepreneurial 
activities. Throughout this research it was made use of a single case design with a single unit of analysis. With 
regards to that, the unit of analysis was defined as the organization Grameen Bank and its provision of 
microfinance geared towards poor people in rural Bangladesh.  

 
The theoretical framework developed has attempted to explore theory on microfinance, poverty, and 

stakeholders. Throughout the exploration of microfinance it was shown that it is presumed that through 
economic interventions by means of microcredit or savings poor people may be lifted out of poverty and above 
poverty lines. However, it was also explored that there is no clear consensus whether microfinance is an 
appropriate tool for poverty intervention and the effects of microfinance for poor people are contested. The 
reasons for this may be that poverty is multi-dimensional and microfinance may not be a one size fits it all 
approach to poverty. In this regard it was identified that poverty can be visible in both quantitative and 
qualitative nature; poverty may be quantified in terms of income and poverty lines, but may also be defined as 
the deprivation of capabilities and freedom to pursue what one desires. The theoretical discussion on poverty and 
microfinance spans further when stakeholder theory is included in the discussion. The theory examined suggests 
that stakeholder theory may help in defining a set of groups of people for further identification and exploration. 
In this regard three primary stakeholders were identified for further empirical enquiry, these are (1) poor people 
and households, (2) children and students and (3) extremely poor people or beggars. 

 
Based on the theory explored that microfinance is not a generic poverty intervention tool, that poverty is 

multi-dimensional and can take different forms, and after having identified a set of stakeholders poverty 
alleviation was explored in the field. The fieldwork was conducted in Dhaka and a set of rural villages in the 
divisions of Tangail and Manikganj. The interviews were conducted with both Grameen Bank staff and 
borrowers to identify economic and social opportunities microfinance may bring about for poor people. With 
regard to the enquiry of staff and borrowers a sampling and enquiry process was developed, which allowed for 
questioning each single managerial level of Grameen Bank, from the Head Office in Dhaka through to Village 
Centers and borrowers in rural areas.  

 
 
7.1. Microfinance can widen opportunities for poor people 
 
It can be reasoned that microfinance as Grameen Bank practices it may enhance opportunities for poor 

people and may reduce poverty beyond the MDG. However, the level of effectiveness of poverty intervention 
varies among stakeholders. It was shown that Grameen Bank does not work with the MDG and targets but uses 
its own quantifications and poverty lines. However, in this regard it was shown that Grameen Bank claims to 
have alleviated poverty beyond poverty lines over the last decades, whilst stressing that poverty is more than 
income deprivation. It is an imperative to mention that Grameen Bank claims to have significantly contributed to 
a decrease in poverty in rural areas, but does not claim be the one and only. 

 
Throughout the empirical exploration it was also found evidence that Grameen Bank and microfinance can 

enhance opportunities for poor people in economic and social terms beyond quantifications and the MDG. With 
regard to economic opportunities the findings have shown that the provision of microfinance can lead to 
stimulation of business sectors and village economy, increased purchasing power and a general access to 
financial services otherwise inaccessible for poor people. It was also shown that economic opportunities can 
enable social opportunities. With regard to social opportunities it was illustrated that microfinance can lead to 
increased choice to pursue what one desires, women empowerment, instrumental value, change in living 
conditions, decreased availability of household workers, increased opportunities for beggars and access to 
healthcare.  
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7.2. Concluding with a stakeholder perspective on microfinance 
 
It was shown that the level of effectiveness for the different groups of poor people varies relatively to each 

other. It can be concluded that microfinance can only alleviative poverty beyond the MDG when it is properly 
applied and geared towards a specific set of stakeholders. It was illustrated that (1) poor people and households 
and especially (2) children and students can effectively enhance their opportunities. It was shown that poor 
people and households can significantly enhance their opportunities through microfinance, as they possess both 
the physical and mental requirements to start, run and grow a business. What is more, children and students can 
enhance their opportunities via their parents and gain access to education, loans and scholarships. Conversely 
there was also clear evidence that microfinance can only ineffectively alleviate poverty for (3) extremely poor 
people and beggars. The reasons for that can be attributed to weak physical conditions, age and a lack of the 
required entrepreneurial mindset. 
 

In conclusion it can be argued that this research has contributed to the discussion of the effectiveness of 
microfinance for poor people in terms of opportunity enhancement by clearly showing that stakeholders matter. 
That microfinance can or cannot effectively enhance poverty for poor people requires to clearly identify 
stakeholders to be evaluated in the first place; it can be reasoned that microfinance is not a generic tool for 
poverty alleviation, but a method that can enhance opportunities differentially effective beyond income 
depending on the poor people’s initial level of poverty. As discussed extensively microfinance cannot solve 
poverty per se but can play significant role in poverty alleviation. 

 
 

7.3. Further research and limitations 
 

Various suggestions for further research with this thesis as basis are given. It is suggested to increase and 
stratify the samples questioned and explore other divisions in the field. In addition, it is recommended to test and 
quantify the insights gained. In other words, for who social and economic opportunities may be gained could be 
statistically tested with a larger number of samples to in order to be able to make inferences for a population. 

 
In order to infer generalizations from theory of microfinance it is suggested to explore poverty alleviation 

through other microfinance institutions such as BRAC or Asa in Bangladesh. This would allow for comparing 
the effects of theory of microfinance in the field. Comparing theory and practices with other institution could 
support the validity of this research; as of now this research is only a single case example with a single unit of 
analysis. 
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a) Head office, Dhaka 
 
Golam Morshed Mohammed (Senior Principal Officer) 2014-03-12 

Harun Or Rashid (Coordinator) 2014-03-04 

Md. Abdus Sabur Khan (Coordinator) 2014-03-16 

Md. Humayun Kabir (Principal Officer) 2014-03-04 

Md. Golam Zakaria Rahman (Senior Officer) 2014-03-03 

Md. Rafingal Oslam (Principal Officer) 2014-03-16 

Shammur Rahman (Coordinator) 2014-03-05 
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b) Field level, Tangail Division 
 
Babul Shah (Zonal Manager) 2014-03-13 

Abdul Mannan (Area Manager) 2014-03-09 

Ahasan Habib (Branch Manager) 2014-03-11 

Md. Kamal Hussein (Center Manager) 2014-03-12 

Md. Kurshid Alam (Branch Manager) 2014-03-11 

Sultana Ferbosi (Center Manager) 2014-03-12 

Borrowers13  2014-03-05 to 2014-03-12    2014-03-05 to 2014-03-12 

 
c) Field level, Manikganj Division 

 
Bolki Kaan (Trainee Branch Manager) 2014-03-05 

Mrittunzoy Dash (Branch Manager) 2014-03-05 

Borrowers14  2014-03-05 to 2014-03-12    2014-03-05 to 2014-03-12 

 
 
 

                                                
13 & 14 Anonymized for privacy reasons and identity protection. 
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Appendices 
 
 
Appendix I: Questionnaires  
 
 
a) Bank personnel  
 
Introduction 

1. What do you work with right now? 
2. What is your experience with microfinance in and outside Grameen?  
3. Which positions have you held before? 
4. How many years of experience with microfinance do you have? 

 

Poverty impact 

5. What do you think is the main goal(s) of microfinance? 
6. What do you think is the main goal(s) of microfinance from the perspective of the Grameen Bank? 
7. What are the main benefits of microfinance for poor people? 
8. What are the most visible effects/impact of the services for poor people? (For example, pride, income, 

nutrition/consumption, flexibility, future fear of vulnerability, other)  
9. How do the benefits for poor people differ in terms of savings products and microcredit products, in 

other words, how is microsavings helping and how is microcredit helping poor people? 
10. When is microsavings or microcredit more appropriate as a tool for poverty alleviation? 
11. How does microfinance go beyond providing money? (For example, enhancing capability, education) 

 

Stakeholders 

12. Who are you mostly targeting? (For example, extremely poor, wealthier poor, businesses, individuals, 
groups) 

13. Which of these targets benefit the most? And how? 
14. Who is only to a certain extent benefiting from microfinance? 
15. Which of these groups are hard to reach? 
16. Some argue that microfinance cannot reach the extremely poor, what is your opinion on that in the 

perspective of the Grameen Bank? 
 

Other 

17. Why do you think microfinance is often criticized? 
18. How do you think microfinance will evolve in the future? 

 
 
b) Borrowers 
 

1. How do you feel when receiving credit/loan/service from Grameen? 
2. On what do you spend it most of the time? 
3. How has your life changed from before you had no microfinance to now? 

a. How has it changed? 
4. Can you buy more? What do you buy? 

a. Repaid other debts? 
5. What opportunities have been enabled as a result of microfinance? 
6. Do you feel more respected in the community? 
7. Do you feel wealthier / less poor? 
8. Have you been able to use it after shocks? 

a. What where the circumstances? 
b. Sudden lack of income to pay off bills? 



59 

Appendix II: List of interviewees 
 
 
a) Head office – International Department 
 
Golam Morshed Mohammed, 2014-03-12 

- Senior Principal Officer 
- 27 years with Grameen Bank 
- Former Branch Manager 

Md. Golam Zakaria Rahman, 2014-03-03 

- Senior Officer (S. Grade) 
- 10 years of experience with Grameen Bank 
- Former Branch Manager 

Md. Humayun Kabir, 2014-03-04 

- Principal Officer 
- 17 years with Grameen Bank 
- Former Branch Manager for two consecutive periods of 5 years 

Md. Rafingal Oslam, 2014-03-16 

- Principal Officer 
- Former Branch Manager for 11.5 years 

Dr. Shammur Rahman, 2014-03-05 

- Coordinator on leave 
- Researcher, Bologna University 
- PhD in microfinance, Post-doc in Social Business 

Harun Or Rashid, 2014-03-04 

- Coordinator 
- 10 years with Grameen Bank, 4.5 years as Branch Manager 

Md. Abdus Sabur Khan, 2014-03-16 

- Coordinator 
- 17 years with Grameen Bank, former Branch Manager 

 
 
b) Tangail Division, Tangail Area, Delduar Branch 
 
Babul Shah, 2014-03-13 

- Zonal Manager 
- 30 years with Grameen Bank 
- 8 years Zonal Manager 

Abdul Mannan, 2014-03-09 

- Area Manager 
- 27 years with Grameen Bank 
- 8 years Area Manager 

Ahasan Habib, 2014-03-10 

- Branch Manager 
- Several years Branch Manager 
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Md. Kamal Hussein, 2014-03-12 

- Center Manager 
- 13 years experience 

 
Sultana Ferbosi, 2014-03-12 

- Center Manager 
- 9 years experience 

 
 
c) Tangail Division, Mirzapur Area, Mahera Mirzapur Branch  
 
Md. Kurshid Alam, 2014-03-11 

- Branch Manager 
- 11 years with Grameen Bank 
- 7 years as Branch manager 

 
 
d) Manikganj Division, Manikanj Area, Dhakuli Manikganj Branch 
 
Bolki Kaan, 2014-03-05 

- Trainee Branch Manager 
- 3 years with BRAC 

Mrittunzoy Dash, 2014-03-05 

- Branch Manager 
- 7 years as Branch Manager 

 
 
e) Tangail and Manikganj Division 
 
Borrowers, from 2014-03-05 to 2014-03-12 
 
Samples: 

- Regular borrowers and members of Grameen Bank 
- Microenterprise borrowers 
- Housing loan borrowers 
- Struggling member borrowers (‘Beggars’) 
- Higher education loan receivers 
- One scholarship receiver (daughter of a borrower’s family) 

Note: The borrowers’ names are not revealed and protected due to privacy reasons. Both individual and group 
interviews were conducted, involving around 40 borrowers primarily facilitated by a translator.  
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Appendix III: Memo 
 
 
 
Field notes  compiled - date  
 

Location: -  

Physical setting: - 

Date: - 

Handouts: - 

Involved people: - 

Position: - 

Experience: - 

Contact: -  

 

Key topics 

- 

Key impressions and feelings 

- 

Specific phrases, words, etc. observed 

- 

Other 

- 

Reflections and remarks 

- 

Summary of hand written field notes 

- 
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Appendix IV: Grameen Bank - map of zones 
 
 

 
 

Fig. 24. Map of Bangladesh and Grameen Bank zones as of 2010 (Grameen Bank, 2010). 
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Appendix V: Background on Bangladesh 
 
 

Bangladesh is a country in South Asia in the Bengal delta and is bordered by India, Burma and the Bay of 
Bengal, respectively (Figure 25). After political struggles it declared independence in 1971 and is a 
parliamentary democracy. According to population size Bangladesh is the ninth biggest country in the world 
with a population of 166,280,712 people and a population growth of about 1.6% annually. Around 15 million 
people live in Dhaka, the capital of Bangladesh (CIA, 2014). As of 2010 around 65 Million people are 
considered poor and live below the international poverty line of $1.25 a day, that is, around 43% of the 
population lives on less than $1.25 a day; regarding national poverty lines around 48 Million people and roughly 
32% of its population are considered poor (The World Bank, n.d.).  
 

 

Fig. 25. Location of Bangladesh (CIA, 2014) 

 
Bangladesh is further divided into seven divisions (Fig 26). These are, Dhaka, Rangpur, Rajshahi, Khulna, 

Barisal, Sylhet and Chittagong. The latter is the division in which Grameen Bank has its roots as a pilot project 
in 1976. The seven divisions are further broken down into 64 districts (National Web Portal of Bangladesh, n.d.). 
 
 

 
 
Fig. 26. The seven divisions of Bangladesh (Wikimedia Commons, 2010) 

The garment industry is said to be Bangladesh’s industrial backbone with a share of 80% of total exports 
and accounts for 18% of the country’s GDP. About half the population is employed in the agricultural sector 
with rice as the major product. In 2013 GDP per capita amounted to $2,100 (PPP) with a growth rate of 5.8%. 
Bangladesh’s economy has grown about 6% annually since 1996 in spite of, among others, political instability, 
corruption and insufficient power supplies (CIA, 2014).  
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Appendix VI: Poverty lines in practice - how the World Bank measures 
poverty 
 
 

The World Bank sets the internationally recognized global poverty line while the UN takes this threshold as 
basis for targeting the Millennium Development Goals. The World Bank is able to (by means of the introduction 
of poverty lines which are based on various factors and indicators - including for instance income and 
consumption) classify whether individuals or households are experiencing extreme, moderate or relative poverty.  

 
It distinguishes between two basic kinds of measurements: measuring poverty at country level and 

measuring poverty at global level (The World Bank, n.d.). Regarding the measurement at country level the 
institution defines extreme or absolute poverty when a household is unable to meet the very basic requirements 
for survival (as mentioned above) – the household is then said to be below the poverty line and thus experiencing 
extreme poverty. To arrive at the conclusion whether a household can be defined as poor or not the institution 
makes use of a poverty line that is based on income and consumption. By surveying the spending habits and 
income levels of households and individuals the institution determines country specific and appropriate poverty 
lines.  

 
Regarding the measurement at global level, in order to compare countries in terms of poverty and estimating 

poverty world wide, the World Bank has set the poverty line to $1.25 and $2.00 respectively. These two 
standards use 2005 purchasing power parity adjusted numbers (PPP).  

 
The World Bank tries to measure poverty in a three-step approach (The World Bank, n.d.). First, welfare 

measures are defined in both monetary and non-monetary terms. It includes, among others, numerous 
quantifiable dimensions and indicators of well-being, income, and consumption - well-being can again be 
defined, in monetary terms, as either consumption or income and usually is adjusted according to, for instance, 
regional differences in price and points of time. In terms of non-monetary measurement factors such as health, 
nutrition, and education are included in the equation. Next, a poverty line is chosen and estimated. The World 
Bank makes use of either relative poverty lines (relative to the distribution of income or consumption in a 
country) or absolute poverty lines (an absolute standard for households in regards to meeting basic requirements) 
(Coudouel et al., 1997).  

 
The institution mostly makes use of absolute poverty lines, which are assessed through the food-energy 

intake method and/or the cost of basic needs method. Poverty lines ought to represent social norms and 
alternatively can be combined - ultimately which poverty line to choose is arbitrary. The final step in how to 
measure poverty according to the institution centers on the choice and estimation of poverty indicators. Three 
measures are commonly referred to: incidence of poverty (head count index), depth of poverty (poverty gap) and 
poverty severity (squared poverty gap). The head count index allows for estimating the share of a population 
living below the poverty line. The poverty gap can reveal how far off households may be from the poverty line. 
The squared poverty gap refers to an inequality measurement on top of revealing how far off a household can be 
from the poverty line. 
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Appendix VII: Grameen Bank - 16 decisions  
 
 
The 16 decisions and recommendations to be adopted by the borrowers of the institution (Grameen Bank, n.d.): 

 
1. “We shall follow and advance the four principles of Grameen Bank --- Discipline, Unity, Courage 

and Hard work – in all walks of out lives. 

2. Prosperity we shall bring to our families. 

3. We shall not live in dilapidated houses. We shall repair our houses and work towards constructing 
new houses at the earliest. 

4. We shall grow vegetables all the year round. We shall eat plenty of them and sell the surplus. 

5. During the plantation seasons, we shall plant as many seedlings as possible. 

6. We shall plan to keep our families small. We shall minimize our expenditures. We shall look after 
our health. 

7. We shall educate our children and ensure that they can earn to pay for their education. 

8. We shall always keep our children and the environment clean. 

9. We shall build and use pit-latrines. 

10. We shall drink water from tubewells. If it is not available, we shall boil water or use alum. 

11. We shall not take any dowry at our sons' weddings, neither shall we give any dowry at our 
daughters wedding. We shall keep our centre free from the curse of dowry. We shall not practice 
child marriage. 

12. We shall not inflict any injustice on anyone, neither shall we allow anyone to do so. 

13. We shall collectively undertake bigger investments for higher incomes. 

14. We shall always be ready to help each other. If anyone is in difficulty, we shall all help him or her. 

15. If we come to know of any breach of discipline in any centre, we shall all go there and help restore 
discipline. 

16. We shall take part in all social activities collectively.” 
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Appendix VIII: Poverty in Bangladesh 
 
 

It is said that about 65 million people are considered poor in terms of international standards in Bangladesh. 
That is, 65 million people live below the poverty line of $1.25 a day in 2010. In 1992 about 79 million people 
lived below the poverty line, thus experienced extreme poverty. In terms of poverty head count ratio in 2012 
about 43% of the population in Bangladesh were said to be poor and lived on not more than $1.25 a day (The 
World Bank, n.d.). These numbers slightly differ from the national poverty line assessment.  

 
National and international poverty lines may differ as a result of regional differences in prices and general 

economic conditions. The international poverty line makes use of adjusted numbers for comparison between 
countries in terms of exchange rates usually taking 2005 as a base year, whereas the national poverty line reflects 
national circumstances. However, as a result of a study by the World Bank with the aim to convert national 
poverty lines into 2005 Dollar figures it is concluded the national poverty line in Bangladesh reflects a value of 
around $1 (Ravallion, n.d.; Ravallion et al., 2008; United Nations, 2012). In terms of the national poverty line 
about 48 Million people are considered poor in 
Bangladesh. In other words, about 32% of the 
population experience extreme poverty according a 
country specific poverty lines.  

 
In Figure 27 and 28 the mentioned poverty 

statistics are graphically represented. Figure 27 
depicts poverty in terms of the international 
poverty line of $1.25. It is shown that poverty in 
absolute numbers has slightly but steadily 
decreased over the past decades (y-axis on the left 
side). In terms of head count ratio poverty has 
decreased more significantly (y-axis on the right 
side).  

 
Similarly (compared to international 

standards) poverty measured with respect to 
national poverty lines has dropped over the last 
decades as shown in Figure 28. Both in terms of 
absolute numbers and poverty head count ratio 
fewer people live in extreme poverty now than in 
the past.  

 
Poverty on a global scale: On global scale as of 

2010 the global poverty indicators reveal that the 
poverty headcount ratio at $1.25 a day (PPP) 
amounts to 20.6%. That means that 20.6% of the 
global population has to manage with no more than 
$1.25 a day to survive.  In 1990 this number was 
43.1%, thus poverty measured in this way was 
reduced by 22.5%. In absolute numbers on a global 
scale a total amount of 1,215 million people lived 
on less than $1.25 a day (PPP) in 2012 – in 1990 
around 1,908 million people were said to be poor 
and were below the poverty line. 
 
For a more extensive discussion and more 
information on how the World Bank makes use of 
poverty lines refer to one of the World Bank’s 
publications by Ravallion, Martin (2012) “Poverty 
Lines across the World.” There the author discusses 
among others how poverty lines differ between 
countries and explores reasons for it. 

 
 

Fig. 27. Bangladesh, poverty trend by international standards - 
people living on less than $1.25 a day (The World Bank, n.d.). 

 
 

Fig. 28. Bangladesh, poverty trend by national standards - 
people living below the national poverty line  (The World 
Bank, n.d.). 


