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Abstract - To eradicate impecunious poverty throughout the world,  Bangladesh first designed the procedural  credit 
discipline system through Grameen Bank to boost the upliftment of rural women by deploying its own techniques innovated 
through a continuous ‘learning process approach’ in its specialized socio-economic and structural conditions available at the 
wider laboratory areas at its field level. As group-based credit policies, the microfinancing model of Grameen Bank has now 
been cloned to as many as 80 developing nations of the world, targeting the eradication of poverty among the hard-core poor. 
This procedural credit discipline thus requires support for the total process of disbursement of funds and systematic 
repayment of loans strategically designed to make the programme sustainable. It has been cautioned that if these steps of 
credit discipline within the microfinancing framework are not followed properly, it may eventually destroy the main theme 
of credit jeopardizing the whole system by itself.  Thus, it is now ostensibly found that many of such microfinaning 
programs outside Bangladesh are now experiencing problems and difficulties due to their ignorance about the procedural 
techniques of credit discipline. The paper discusses the issues relating to credit discipline and suggests some 
recommendations for microfinancing in general including the Grameen Bank and other organizations to make credit really 
useful to the poor, without taxing them overburdened. 
 
 
I. INTRODUCTION 
 
Credit discipline in microfinancing has reputedly 
been innovated and developed by Grameen Bank 
(GB) of Bangladesh as a special mechanism in the 
field of microcredit and thus, it adopted a particular 
model for specialized credit disbursement for the 
poor through an accurate repayment process from its 
clients in continuous weekly installments. This 
system of loan disbursement and repayment 
procedures of the Grameen is a unique and a 
disciplined system that has been innovated by them 
through a continuous ‘learning process approach’ 
experimented and tested several times at its field 
levels which was found to be quite fruitful in 
alleviating poverty among the hardcore poor families 
in rural Bangladesh and elsewhere in the world. This 
system of credit discipline made microfinancing 
meaningful to all implementers around the world who 
are advised to follow it properly without which the 
programme itself might become faulty and 
mismanaged. In reiterating the importance of 
Grameen Bank credit discipline, the Executive 
Director of CASHPOR in Malaysia, David Gibbons 
mentioned that any pilot project designing and 
desiring to promote microfinancing for the welfare of 
the poor must follow the Grameen Bank credit 
discipline procedure very faithfully at the 100% level, 
otherwise, it would eventually bring a massive failure 
of the system as a whole (Gibbons 1996). 
Based on his assertion, we have enough examples 
evidencing such problems in creating instability in 
their microcredit programme (for instance, see Alam 
& Khan 1996; Gibbons 1996). For that reason, 
Grameen replications are often referred to as 

“Grameen-style” or “Grameen-inspired” programmes 
adopting and adapting to the most genuine 
microfinancing strategies around the world. The first 
replication of the ‘Grameen-style’ program was 
instituted in Malaysia in the mid-1980s in the name 
Amanah Ikhtiar Malaysia (AIM) and since then, there 
are now 175 such programs covering at least 100 
countries of the world where they are now in 
operation (see Alam and Getubig 2010).Thus, the 
success stories of Grameen cannot be denied rather 
academicians should discuss its programs critically to 
find out its strengths and loopholes.   Keeping these 
in mind, this paper first of all, the paper depicts a 
narrative showing the Grameen credit discipline at a 
glance by citing and referring a few microcredit 
programmes at the field level and then discussing 
them from a critical point of view as evident in the 
microfinancing in general around the world. 
 
II. CONCEPTUALIZING GRAMMEN BANK 
CREDIT DISCIPLINE: IT’S STRUCTURAL 
FRAMEWORK FROM CRITICAL 
PERSPECTIVE 
 
Grameen Bank had always nurtured the idea that 
credit is a fundamental right to the poor; if it is 
provided to them in a proper management system and 
if the receiving and repayment procedure is smooth, it 
certainly will benefit them in eradicating poverty. For 
that reason, Grameen Bank innovated this special 
procedure which vernacularly is titled as ‘Credit 
Discipline’. As part of credit discipline, Grameen 
always encourages first of all, the formation of a 
dependable group having comprised of the members 
mutually understandable and known to each other 
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which allows its members a genuine claim of the 
money for benefiting their families through 
generating a sustainable income process. After a 
‘stable group of five’ is formed, the members of the 
team are then obliged to undertake a proper and 
short-term group training where the group itself has 
to pass the group recognition test or GRT. The GRT 
is an orientation of the group members making them 
capable to obtain a loan and to utilize them properly 
for income generation.  It is noted that all these 
activities of the Grameen are supervised and followed 
up by the Grameen Bank Centre located in rural areas 
and to maintain the center discipline, center meetings 
are held in each branch where the meeting schedule 
provide the loaner a kind of knowledge on proper use 
of the fund and make repayment and thrifty savings 
for their own safety. Each and every Field Assistant 
(FA) is responsible for coordinating the centre 
discipline and who also attends the Centre meeting as 
scheduled where the group chairman collects the 
passbooks and the repayment installments 

 from its 
members to hand them over to the Centre Chief. At 
present, there are hundred thousand micro-credit 
institutions which are working around the world and 
each one of these expresses their gratitude to 
Grameen Bank for its special mechanisms of 
handling the microcredit.  While narrating the 
strength of the Grameen Bank, it must be admitted 
that it is the first and foremost institution in 
popularizing credit facilities among the poor women 
in Bangladesh and also it is equally true for other 
countries of the world where 95% of its borrowers are 
found to be the women as they are identified as more 
reliable than men in terms of their repayment of loans 
(see Gofran 1996; Khandker 2003). 
 
Grameen always encourages the women to be the 
recipient of the loan and also ascertains that it has to 
be spent by them but it does not however, happen 
everywhere, the way it is expected.  There are many 
examples where the women take the money and then, 
they pass it on to their husbands allowing them to 
utilize it for their own purposes as in some cultures, it 
is believed that women are not supposed to handle the 
purse (see Whyte & Whyte 1982). To exemplify it 
specifically, David Gibbons cited from Nirdhan, 
Nepal, where a case study relating to the utilization of 
a loan conducted by Helen Todd has been narrated. 
Helen Todd’s narratives mention the case of  Sumita, 
a housewife from Nepal took two loans amounting 
Rs. 15000 and handed it over to her husband who 
utilized this money for his own business and thus 
prospered quite a lot to ignore Sumita, and finally 
taking a second wife (Gibbons 1996: 22). This is a 
gross violation of Grameen credit discipline 
procedure where the FAs from Nirdhan did not 
follow up loan utilization procedure of Sumita 
properly to supervise the utilization of the credit, the 
purpose of which is to generating of a woman 
member’s income activities. In a reverse case 

however, from SHARE, Andhra Pradesh in India 
Gibbons (Gibbons 1996:42) found a contrasting 
situation where Darmawati took two loans and used it 
properly for her own income generating activities by 
following proper credit discipline with successful 
repayments; she now maintains her family quite 
nicely and even takes care of her sick husband. 
Whatever may the positive aspects of the Grameen 
model in terms of its credit discipline and other 
procedures, it has some very visible weakness as 
well.  It is detected that borrowing and repayment of 
Grameen loan is often burdened with a huge amount 
of interest levied on them. We provide examples of a 
few cases randomly selected from three women 
borrowers who have expressed their utmost 
dissatisfaction in regard to the interest rate specified 
by the Grameen as they find it a difficult burden for 
them. While talking to these borrowers in Durgapur 
Thana of Rajshahi District, we made a calculation of 
the actual loan they were sanctioned and the total 
amount of interest they have to count for each weekly 
repayment. These clients have been interviewed 
extensively and are narrated below to ascertain the 
problems and constraints regarding Grameen loan 
which perhaps is also true for all other 
microfinancing programmes of the world. We raise 
the question posing to say that Grameen as well as 
other microfinancing organizations never encourages 
interest-free micro-credit to its clients as they argue 
that a significant amount of money is spent for 
enterprise facilities and management (see Rhyne 
1998; Saad and Razak 2011). This is also equally true 
for all microenterprises located in different parts of 
the world including Malaysia. One advantage of the 
microenterprise is that it acts as a god source of 
employment for many educated youths who work for 
the poor as staff members of these micro-agencies 
(see Amin and Rai 2003). According to Amin and Rai 
(2003) microenterprises employ more working force 
than those of large industries making greater 
contribution to the economies especially at the grass 
root level. Since  the microcredit agencies including 
Grameen has to perceive high cost of transaction 
related to administering the loans and repayment, the 
operating costs of these organizations comes quite 
high which they have to bear for proper maintainence 
of the system as a whole. We have examples of two 
such branches of Nirdhan in West Bengal in India 
where Alam and Khan (1996) have calculated the 
disbursement cost of their loan transaction. In 1994, 
the cost of disbursing one rupee is Rs.0.41 at Palta 
Road Branch of India while, the disbursement cost 
for one rupee for Mogra Branch remained almost the 
same being located in the same region fixing it at  
Rs.0.40 (see Alam and Khan 1996:68). Due to such 
high cost of transaction expenditure, many 
commercial banks could not provide credit to the 
poor as they realize and which is also true that the 
process of providing loans to the poor is quite 
complicated and risk-bearing (Saad and Razak 2011). 
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Thus if one has to rationalize the existence of 
microcredit farms, there is no denying of the fact that 
microfinancing system itself is quite peculiar and 
complicated. Under this situation, this administrative 
cost could be minimized through organizational 
subsidization through international donor agencies, 
World Bank and Islamic Zakat Foundations. 
Following Grameen Bank model and its credit 
discipline system, microfinancing has been 
institionalized throughout the world providing greater 
capital accessibility and enabling the expansion of 
microenterprises with increased capital mobilization 
and sales turnover. To validate this statement, as 
recently as the years 2014 and 2015, an extensive 
survey of 646 microenterprises covering three states 
of Malaysia namely, Kelantan, Terengganu and Kuala 
Lumpur was conducted. The survey clearly shows 
that microfinancing played an important role in the 
growth and development of enterprise creation and 
expansion in these areas (see Moha Asri 2015). But 
the performance of all these microfinancing programs 
in all the above-mentioned three states is not however 
the same and similar, as among the three states, 
Kelantan is lagging far more behind than Terengganu 
and Kuala Lumpur. 
 
CONCLUSION AND RECOMMENDATIONS 
 
Microfinancing has now been identified as the 
important economic backbone of many Third World 
nations allowing the expansion small business in 
many Third World countries and help creating 
employment for educated and uneducated youths both 
in urban and rural sectors. This sectoral development 
often becomes a necessity for many poor countries 
where demographic pressure squeezes the agriculture 
land in rural areas compelling many people to migrate 
to the cities and towns searching for jobs in the urban 
and rural areas. Under this situation, micro-financial 
institutions provide good opportunities for 
employment for various categories of people 
absorbing them in different positions in the urban and 
rural sectors, side by side, providing funds for the 
poor both in rural and urban areas to generate their 
income and thus keep the economy of the nations 
productive. The Inter-American Development Bank 
(1997) reported that micro-enterprises contribute to 
the aggregate employment, production and national 
income in many Latin American and Caribbean 
nations. The World Bank reported that between one-
third and three-quarters of total employment in most 
developing countries of the world is generated 
through this informal sector (Webster & Fidler 1996). 
We understand that Grameen Bank credit discipline is 
a special mechanism adopted in terms of disbursing 
loans and making their total repayment; its innovative 
procedure is not at fault. What it requires is to lower 

down the interest rate of the loans at the minimum so 
that it does not become a burden for the loanee. It 
cannot be denied that Grameen Bank generated a 
floppy investment capital accumulating a huge 
amount of generous fund from international sources 
which were mostly utilized for maintenance cost and 
to have stronger infrastructural base a part of which 
could easily be pumped in honestly for the benefit of 
the poor directly by lowering down the interest at the 
minimum from the borrowers.  Generous fund could 
be raised only to remove the interest of the poor 
borrowers but they should not be exempted from 
taking care through follow-up and the system of 
returning the principal should remain as it is. 
Otherwise, the whole system will be at loss. Zakat 
Fund raiser for the poor in many rich Islamic 
countries of the world which could provide helping 
the poor people involved in this microfinancing fully 
waiving their interest for the actual. This is a holistic 
way of mobilizing resources that can increase 
sustainable capital market instruments by taking help 
from the non-traditional donors and conscientious 
investors. 
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