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Significance of microfinanceSignificance of microfinance
 Mid eighties, microfinance conceived as a response toMid eighties, microfinance conceived as a response to

poverty afflicting millions of people around the world.poverty afflicting millions of people around the world.

 2005, declared the year of microcredit by the General2005, declared the year of microcredit by the General
Assembly (UN).Assembly (UN).

 2007, more than 100 million poor families received a2007, more than 100 million poor families received a
microloanmicroloan

 2008, as the world was grinding slowly into a global2008, as the world was grinding slowly into a global
financial crisis, donors committed $11.7 billion to thefinancial crisis, donors committed $11.7 billion to the
course of microfinancing [The Economist, 2009].course of microfinancing [The Economist, 2009].

 55 to 90 million more people are likely to be living in55 to 90 million more people are likely to be living in
extreme poverty, following the recent global financialextreme poverty, following the recent global financial
crisis [United Nations, 2009].crisis [United Nations, 2009].
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MicrofinanceMicrofinance -- definitiondefinition

Seibel and Kumar [Seibel and Kumar [1998; pg,4]1998; pg,4]

 “Microfinance is defined as a sector of formal and“Microfinance is defined as a sector of formal and
nonformalnonformal financial institutions providingfinancial institutions providing
microsavings, microcredit andmicrosavings, microcredit and microinsurancemicroinsurance servicesservices
to theto the microeconomymicroeconomy, hereby allocating scarce, hereby allocating scarce
resources to microinvestments…resources to microinvestments…

 The microeconomy includes such target populations asThe microeconomy includes such target populations as
microentrepreneursmicroentrepreneurs, small farmers and the landless,, small farmers and the landless,
women and the poor.”women and the poor.”
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motivationmotivation

 ResultsResults of research on the impact of microfinancing onof research on the impact of microfinancing on
povertypoverty are inconclusive.are inconclusive.

 Whereas commissioned programme evaluators suggest thatWhereas commissioned programme evaluators suggest that
microfinancing is having a substantive positive impact on themicrofinancing is having a substantive positive impact on the
poverty situation [e.g.poverty situation [e.g. SnodgrassSnodgrass andand SebstadSebstad, 2002, 2002]]

 Contrary view held by independent analysts, especiallyContrary view held by independent analysts, especially
economists and academicseconomists and academics [e.g.[e.g. MorduchMorduch, 2000, Schmidt, 2010]., 2000, Schmidt, 2010].

 ConcernsConcerns -- that the extent to which microfinance institutionsthat the extent to which microfinance institutions
(MFIs) can enable poor people to exit poverty sustainably is(MFIs) can enable poor people to exit poverty sustainably is
not yet established [not yet established [Gibb, 2006Gibb, 2006].].

 Most studies on microfinance are predominantly atheoreticalMost studies on microfinance are predominantly atheoretical
[exceptions, for example,[exceptions, for example, DoradoDorado--BanaclocheBanacloche,, 2000].2000].
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purposepurpose

 invoke a critical conception to explain practiceinvoke a critical conception to explain practice
variation underlying microfinancing.variation underlying microfinancing.

 outline the pressures behind the apparent lack ofoutline the pressures behind the apparent lack of
consensus on ‘best practice’ in microfinancing andconsensus on ‘best practice’ in microfinancing and
criticisms of its socriticisms of its so--called ‘mission drift’ [Christen,called ‘mission drift’ [Christen,
2000].2000].

 draw insights for regulatory policydraw insights for regulatory policy

 paper is a pull out from my PhD thesispaper is a pull out from my PhD thesis
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paperpaper -- outlineoutline

Theoretical framework

Neo-institutionalism Bourdieusian views

Microfinance as a field of practice: emergence,
practice variation, and position-taking behaviour



77

NeoNeo--institutionalinstitutional TheoryTheory

 a synthesis of concepts explaining how organisationala synthesis of concepts explaining how organisational
structures and processes become institutionalisedstructures and processes become institutionalised
andand acquire legitimacyacquire legitimacy from society [e.g.from society [e.g. ScottScott, 2008], 2008]

 Conceptually the theory has two leading versions;Conceptually the theory has two leading versions;

1.1. old institutionalismold institutionalism -- known popularly asknown popularly as
isomorphism,isomorphism, andand

2.2. newnew institutionalisminstitutionalism -- named neonamed neo--institutionalism.institutionalism.
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IsomorphismIsomorphism

 DiMaggio and Powell [1983] describe threeDiMaggio and Powell [1983] describe three
mechanismsmechanisms that explain structural similarities inthat explain structural similarities in
organisations namelyorganisations namely;;

1.1. coercivecoercive isomorphismisomorphism,,

2.2. mimeticmimetic processes, andprocesses, and

3.3. normativenormative pressures.pressures.
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NeoNeo--institutionalisminstitutionalism

 focuses more on logic and rationality to explain change,focuses more on logic and rationality to explain change,
innovation, and practice variation within institutions in ainnovation, and practice variation within institutions in a
fieldfield [e.g. Wry[e.g. Wry, 2008, 2008].].

 practice differences among institutions may be due to twopractice differences among institutions may be due to two
approaches to rationality in decisionapproaches to rationality in decision--making [making [LounsburyLounsbury,,
2007];2007];

1.1. InstrumentalInstrumental -- strategicstrategic
2.2. InstitutionalInstitutional -- rationalisedrationalised mythsmyths

 logics are sets of cultural beliefs that direct cognition andlogics are sets of cultural beliefs that direct cognition and
influence decisioninfluence decision--making and behaviour among actors in amaking and behaviour among actors in a
field [field [ LounsburyLounsbury,, 2007].2007].

 multiple logics exist and compete, leading to divergentmultiple logics exist and compete, leading to divergent
practices among organisations , e.g. socialpractices among organisations , e.g. social vsvs commercialcommercial
logic in microfinancing.logic in microfinancing.
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‘Theory of practice’ by Pierre Bourdieu‘Theory of practice’ by Pierre Bourdieu

 institutions represent structured positions in socialinstitutions represent structured positions in social
space [ Bourdieu, 1977space [ Bourdieu, 1977].].

 as actors, institutions engaged in power struggles toas actors, institutions engaged in power struggles to
enhance chances of their reproduction and dominanceenhance chances of their reproduction and dominance
[e.g. Everett[e.g. Everett,, 2002].2002].

 At the heart of Bourdieu’s view of the dynamics ofAt the heart of Bourdieu’s view of the dynamics of
power contests within and between social structurespower contests within and between social structures
are three concepts;are three concepts;
1.1. fields,fields,

2.2. capital, andcapital, and

3.3. the habitus.the habitus.



Bourdieu’s view of power strugglesBourdieu’s view of power struggles

capital

habitus

field
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Figure 1: Conceptual framework of microfinanceFigure 1: Conceptual framework of microfinance
(a Bourdieusian perspective)(a Bourdieusian perspective)
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What does it all mean?What does it all mean?

1.

• emergence, practice variation, and position-taking

behaviour; case of microfinance field

2.
• case of an emerging ‘Field’

3.

• logic and capital struggles in the field of

microfinance

• Position-taking behaviour and regulatory challenges

in microfinancing
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Microfinance: case of an emerging ‘Field’Microfinance: case of an emerging ‘Field’

 genesis, motive, and actors behind the microfinancegenesis, motive, and actors behind the microfinance
practicepractice

 aa frameworkframework to promote entrepreneurial activityto promote entrepreneurial activity
among poor people (the dominatedamong poor people (the dominated))

 microcreditmicrocredit, social empowerment of women, and, social empowerment of women, and
business development servicesbusiness development services –– underpinunderpin
microfinancingmicrofinancing

 groupgroup mode of service delivery, an example ofmode of service delivery, an example of socialsocial
capitalcapital, is a key, is a key featurefeature

 FollowingFollowing the success of Grameen Bank in Bangladesh,the success of Grameen Bank in Bangladesh,
microfinance has diffusedmicrofinance has diffused mimeticallymimetically
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Microfinance practice variation: logic and capitalMicrofinance practice variation: logic and capital
strugglesstruggles

 acrossacross actorsactors -- are varied shades of salient featuresare varied shades of salient features
distinguishing microfinance from traditionaldistinguishing microfinance from traditional bankingbanking

 enhancingenhancing cultural capitalcultural capital through inclusion ofthrough inclusion of
Business Development Services (BDS) in microcreditBusiness Development Services (BDS) in microcredit
schemesschemes

 aidaid -- aa formform ofof symbolic capitalsymbolic capital-- is used coercively tois used coercively to
shape relations among actors in the field.shape relations among actors in the field.

 the notthe not--forfor--profit habitus of NGOs and their pursuitprofit habitus of NGOs and their pursuit
of development, aof development, a social logic,social logic, has won microfinancehas won microfinance
practitioners legitimacy among stakeholderspractitioners legitimacy among stakeholders

 some NGOsome NGO--linked MFIs prefer an integratedlinked MFIs prefer an integrated
approach to microfinancingapproach to microfinancing

 groupgroup vvss individual mode of serviceindividual mode of service deliverydelivery
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Logic and capital strugglesLogic and capital struggles -- continuedcontinued

 early 1990s marks a new dawn in the field ofearly 1990s marks a new dawn in the field of
microfinancemicrofinance

 resourceresource--constrained donors, question legitimacy ofconstrained donors, question legitimacy of
the social logic driven microfinancingthe social logic driven microfinancing

 financialfinancial selfself--sustenance is seen as imperative insustenance is seen as imperative in
‘institutionalising’ microfinance practises‘institutionalising’ microfinance practises

 significantsignificant shift in the delivery of microcredit andshift in the delivery of microcredit and
BDS to MSEsBDS to MSEs

 a minimalist approacha minimalist approach -- in which credit (in which credit (economiceconomic
capitalcapital) is the only product becomes the) is the only product becomes the modusmodus
operandioperandi..

 apparent deapparent de--institutionalisation of BDS is clearinstitutionalisation of BDS is clear
example of devaluation ofexample of devaluation of cultural capitalcultural capital and, an actand, an act
ofof symbolic violencesymbolic violence exercised by agents ofexercised by agents of economiceconomic
capitalcapital..
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MicrofinancingMicrofinancing: position: position--taking behaviour and thetaking behaviour and the
regulatory challengeregulatory challenge

 contestations between social and commercial logics,contestations between social and commercial logics,
appear pronouncedappear pronounced

 both camps claim to be ‘fighting poverty’, largely aboth camps claim to be ‘fighting poverty’, largely a
symbolic positionsymbolic position aimed at legitimising actor practisesaimed at legitimising actor practises

 practisespractises largelylargely influenced by individual actor’sinfluenced by individual actor’s
habitus embedded within the specific logic positionhabitus embedded within the specific logic position

 partly credited for innovative service delivery,partly credited for innovative service delivery,
positionposition--taking behaviour by MFIs poses a majortaking behaviour by MFIs poses a major
regulatory challengeregulatory challenge

 introduction of prudentialintroduction of prudential vvss nonnon--prudentialprudential
regulationsregulations

 low uptake reinforces apparent positionlow uptake reinforces apparent position--takingtaking
behaviour embedded in the diverse institutionalbehaviour embedded in the diverse institutional
structures in the fieldstructures in the field
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Conclusion & ContributionConclusion & Contribution

 microfinancemicrofinance-- the delivery of microcredit and businessthe delivery of microcredit and business
development services among poor peopledevelopment services among poor people –– is a popular antiis a popular anti--
poverty practicepoverty practice

 encourages the poor to pursue selfencourages the poor to pursue self--employment byemployment by
creatingcreating micro and small enterprises.micro and small enterprises.

 impact results contested, and attempts predominantlyimpact results contested, and attempts predominantly
atheoretical.atheoretical.

 paper employs a critical relational framework informed bypaper employs a critical relational framework informed by
Pierre Bourdieu and neoinstitutional views to explainPierre Bourdieu and neoinstitutional views to explain
apparent variations in the practice of microfinancing.apparent variations in the practice of microfinancing.

 multiple capital species are notedmultiple capital species are noted

 two contending logicstwo contending logics-- social and commercialsocial and commercial-- are seen asare seen as
responsible for the diverse practices in the field ofresponsible for the diverse practices in the field of
microfinance.microfinance.


