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With the changing definition of poverty, the powyesdlleviation programs also take a
different shape. Poverty reduction is no longeranrtie mere jurisdiction of the state
and civil society: Market economy has also becomanagportant actor. Microcredit,
defined as a loan which financial institutions gieehe poverty stricken people who do
not have any collateral to start small businesises, significant tool, which has been
encouraged both by international organizations Werld Bank and UNDP, and by
most developing country governments. In Turkey,rotedit has been initiated in 2002
by a civil society organization. Afterwards, thecuimbent Justice and Development
Party (JDP) government has paid special attentoomicrocredit: A member of the
parliament from JDP, inspired by the Bangladeslpueeience, started a foundation in
association with the Grameen Bank. Currently, aroci@dit bill that has been drafted
by the same parliamentarian is being discussethigncontext, the traditional means of
lending are being dissolved, while new opportusitee being laid out for major
commercial banks and financial institutions. Thiscée argues that through microcredit
the poverty alleviation discourse is being usedrider to promote market integration
and deepening, thereby connecting the poor witm#t®nal and global economy. It is
also a part of the neo-liberal governance structsubjugating the poor to the market
forces. Drawing on elite interviews with policy neak and civil society members, and
in depth consultation with primary written sourcss study aims at contributing to the
on-going debates by looking through the Turkistslen
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Introduction

While the second half of the ®@entury has become an era of advanced technology,
high economic growth and rising living standardsdaumber of industrialized countries, the
rest of the world has not benefited from the adages of globalization and neoliberal policy
paradigms equally. Globalization has failed to twea just society; while enriching a
minority, it left the masses dissatisfied. As autesncome inequalities and rising levels of
poverty continue to persist in different parts bé tglobe, especially in the less developed
countries, although the industrialized countriesrast immune from the poverty problems.

Poverty is by no means a new phenomenon. Howenerdent decades it is very
much on the international agenda with the impacbuganizations like the International
Monetary Fund (IMF), World Bank (WB), Internatiorlzdbor Organization (ILO) and United
Nations Development Programme (UNDP). The emergemmo@ spread of microcredit
programs as a new strategy of poverty alleviatibrgugh which the poor receive small loans
on the basis of their membership to self-regulaingups, has been inspired by this new
concern on the part of global actors. Governmeéw@&Qs and the private sector have worked
in accordance in order to supply microcredit to guwerty stricken. This type of poverty
alleviation mechanism emphasizes the unavailabdgitfinancial resources to the poor as a
significant factor that induces poverty. Microfirc@nhelps the poor become self employed
and thus generates income and reduces poverty.

This paper focuses on the microcredit operatiorteencontext of Turkey. Yet, it does
not reach any conclusions as to whether microcrsd@én effective strategy for solving
poverty related problems. We underline that we dbhave the data to assess the grassroots
effects or responses to microcredit. Instead, oyphasis is on the elite discourse. We argue
that the discourse of poverty alleviation is beaxploited as a means to extend the reach of
banking institutions. The poor have been reinverieé new market segment that has many
demands to satisfy. Microcredit institutions argasrized in the way that turns the real need
of the poor into real demand while ensuring that itistitution profits from this operation,
which is actually what makes this demand effectMé&rocredit is portrayed to be a mere
poverty alleviation tool with no benefits for thepply side. Still a close examination of the
elites’ voice provides us with the evidence thatnoeredit is actually just another financial
instrument that is particular in its target markedr our analysis, we interviewed three elites
from two microcredit organizations (Maya and TurkiSrameen Bank Project) that operate in
Turkey'. The interviews we conducted demonstrate thaelites perceive the poor as a huge
market, and microcredit as a profitable business.

In this paper, first we will give a brief historicaccount of the development of
microcredit. Later, we will focus on the Turkishsea Our exploration of this case will
involve three different variables. We will discugsiya which is the pioneer organization in
Turkey. Then, we will articulate on the operati@hg urkish Grameen Bank Project (TGMP).
Finally, we will outline our projections regarditige involvement of commercial banks in this
newly emerging sector.

A Historical Framework

The poverty-stricken segments of the society haleays had their traditional
methods of access to financial resources. Such srtedimancial resources have occasionally

! We have conducted three interviews. Two of theririewees are from Maya; Didem Demircan and Belgin
Guzaltan. One of the interviewees is Aziz Akgul,onh the founder of TGMP and also a deputy of dastind
Development Party for Diyarbakir.
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exploited the poor, while at the same time sentlmgr needs. Yet, it is only recently that

formal financial institutions, which have evolvetiderve the financial needs of the rich, have
recognized the poverty-stricken as a potentialbfifable market. Hence are the creation of
microfinance institutions (MFIs) around the worlthd the interest of commercial banks to
involve with this marginalized segment of society.

For centuries traditional mechanisms have supphedinancial needs of the poor in
many different parts of the world. So, why does w&ld pay so much attention to this
emerging trend of business, or of poverty reductioamely microcredit? Microcredit is
defined as “a loan which a financial institutiorveg to the poorest people who do not have
any collateral to start small businesses” (Tan,71$9233). Banks offer services to people
who have some form of collateral to guarantee thatcredit is repaid. The microcredit
concept switches this proposition, as it involvédng loans to the very poor in order to
facilitate their self-employment and self-reliandée.the words of the founder of ACCION
International, a large microfinance institution, cnoicredit is designed to facilitate the
participation of the poor in the free market systéficrofinance is sustainable if and only if it
is profitable. It actually overrides the idea ofteffectiveness as it is a profitable business on
its own right. Also, it is argued to contributette empowerment of women in regards to their
social and economic positions in the society wiaticial development.

The idea of microcredit has been invented by Drh&umad Yunus, founder and
managing director of the Grameen Bank, in Bangladéke idea sparked up when, in 1974,
Dr. Yunus took his students to a field trip to apuillage. Upon interviewing a woman who
made bamboo stools for a living, they learned #ie had to borrow the equivalent of 15
pieces to buy raw bamboo for every stool she mafter paying the middlemen, sometimes
at rates as high as 10% a week, her profit dim@gddio two pennies a day. Actually, she had
become a bonded laborer to the trader whom shewed from. They thought if she can
borrow at more advantageous rates, then she waldbke to uplift her standards above
subsistence level. When Dr. Yunus calculated th@eyndorty-two people in one village
needed were twenty-seven dollars, he was shockags, Tn 1983, Grameen Bank, meaning
the village bank, was founded (Yunus, 1997). DrnYsiargues that conventional banking is
designed to be biased against the poor. The egsstehcollateral is a simple proof of this.
Also, Dr. Yunus observed that only 1% of the boreosvin Bangladeshi conventional banks
were women. This signified a bias towards womemels. Thus, he decided to incorporate
women in the banking system when he founded GramBBaehk. The clients of Grameen Bank
do not have to show any collateral for the crdu#tytborrow. They are not required to have a
strong credit history. Instead, they are jointlgble for paying off the interest and the
principal (Woodworth, 1997). Dr. Yunus accentudtes poverty is not created by the poor,
but by institutions and policies. The inherent nsieidof the people is structured in the way to
accept poverty as a given (Yunus, 1997). Therefore Yunus believes poverty has to turn
into an artifact in a history museum: It should betong to the world of today.

The biggest microfinance networks now are Oppotyuninternational, FINCA,
ACCION, ProCredit, Women’s World Banking and Grame&hese organizations mainly
differ in theirraison d’etre On one hand, there are networks that were nehd&d to profit.
Most of Grameen, FINCA and Opportunity Internatisa@rojects can be classified under
this heading. They offer more relaxed repaymenedales and interest rates. Instead of
seeking profit, these microfinance organizationskldor methods that will enable the
sustainability of their operations. Eventually, yheave been able to generate donor funds
through creating good publicity for their operasorEven though good publicity can help
raise funds, the sustainability of donor funds H&en questioned. A large number of
microfinance institutions thus arrived at the cosabn that the best method to reach the poor
people in the world is to become profitable andogerate like conventional financial
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companies, thus granting sustainability and inddpeoe from donor organizations. It has
been argued that profitability will transform miéirance from being a niche operation into a
ubiquitous one.

A major change took place in 1992, when PRODEMmalk Bolivian non profit
organization in the ACCION network, turned part it operations into BancoSol, a
commercial bank that targets the poor. In the begg) BancoSol charged a 65% interest rate
for its operations. Now, its annual percentage i#2%. The feasibility of these operations,
even during times of economic downturn in Boliwialled for further transformations in the
ACCION network. ProCredit and FINCA followed thimé of thought. Offering financial
services to the poverty stricken did not attract smerest from large commercial banks due
to the small amounts of money involVed

However, this attitude is also being transformedur@ries like Brazil, Venezuela and
Colombia impose interest rate ceilings to commeéituaaks that lend to micro enterprises. It
has been suggested that it is a bad idea to ingode interest rate ceilings as they make it
impossible for the microlenders to cover the adstiative costs for entering the markets that
demand microfinance operations (Helms & Reille, D0Gurthermore, it is argued that “the
best way for governments and donors to lower isterates without making microcredit
unsustainable is to promote competition and innoxatboth of which to improve efficiency
and lower prices” (Helms & Reille, 2004: 14). Aykassumption of this argument is that the
poverty stricken people do not demand cheap créditaccessto credit. Therefore, it is
reasonable for microfinance institutions to inceeagerest rates in order to widen outreach.
The impact of increased interest rates on the setgrserved is another question. While
restaurants and tailor shops, that make high margiestments, are able to benefit from
microfinance, livestock raising, handicrafts andi@gtural processing cannot afford such
high interest rates, due to the moderate returrthesf activities. As a result, the term “best
practice” employed by microfinance institutions describe the win-win conditions of
microfinance brings forward questions regarding thefinition of “best”. Is it best for
economic efficiency with no concern for social eégriWhat is it good for, MFIs or the poor
households? The target market of microfinance le@s lwefined as the core poor, which is
something between destitute households and ricbesédholds. A recent BancoSol study
suggests that their clients are the richest optha or the non-poor, with poverty being based
on access to a set of basic needs like shelteednchation (Murdoch, 2000). Yet, there is an
inherent irony in this story, as a sector, inititatey NGOs, is beginning to emulate the
standards of the very industry that failed to nteetgreat demand for financial resources for
the poor households in the first place (Dunford@&)9

The Case of Turkey

The emergence of microcredit in Turkey has beely vecent. There are only two
institutions that offer microcredit in distinct parof the country. One of these institutions is
Maya, which is a commercial enterprise that belotmd-oundation for the Support of
Women’'s Work (FSWW). Maya offers credit in the Mama region, in cities like Izmit,
Adapazarn and Istanbul. The other is the Turkislan@en Microcredit Project (TGMP),
initiated by Turkish Foundation for Waste Reductiarhich focuses its operations on the
Southeast of Turkey. This institution has been étmehby Aziz Akgll, the Development and
Justice Party deputy for Diyarbakir.

2«The Hidden Wealth of the PoorThe Economist November 5, 2005

157



Growth and Development

Maya

The first Turkish microfinance institution has bdeanded in June 2002 by FSWW in
Izmit. The process actually began in 1995 when FS\Mitvated a pilot project for 100
women in Istanbul. An interviewee from Maya emphasithat it was the grassroots who
demanded the capital in the first place: women @ggred the association, saying “we wish
to found enterprises, but we do not have accesagti”. Microcredit was the solution the
association began to offer. FSWW had heard aboatofimance before, but did not know
how the Turkish setting would respond to the progrén the end of two years, the project
turned out to be successful. The debtors did fowewd enterprises, while returning the money
they borrowed on time. Thus, FSWW decided to eelaigoperations regarding microcredit.

However, the 1999 earthquake shook the associatieir; priorities were shifted to
relief work. After the earthquake relief, hit theoeomic crisis in 2001. During this period,
the donor agencies were not very interested inifignthe formation of a Micro Finance
Institution (MFI). Yet, in 2001 FSWW was offeredganerous aid, and began working on
Maya. Maya has been founded as a commercial eigerat belongs to FSWW. Due to the
absence of a clear legal framework regarding mrexdit operations, FSWW had to put a lot
of effort into the inauguration of Maya. An inteewee from Maya points out that “they even
had to meet Kemal Dervis in person in order toixecthe necessary permissions”. Finally, it
was registered as a formal financial institutioatttacks a certain legal status. When asked
why this structure was preferred, the interviewgplans that providing credit has always
been associated with banks, which are commerctatgnses. An MFI also generates money,
like a bank, even though it does not profit fromititonly earns enough money to sustain its
operations. Eventually, the income generating f[gafi MFIs has pushed the FSWW to adopt
a business enterprise status. Yet, it should behasiped that this decision is dependent on
the regulations regarding the status of MFIs inkéyr Therefore, the interviewee adds that
they would reformulate this status upon the chamgése law. If the new regulations enforce
them to remain a business enterprise, then théylwiso, but if they entail a conversion, then
they would follow up with that as well. Currentlylaya is entitled to pay banking insurance
and to adhere to bank taxing laws, which requihes gayment of transactional taxes and
stamp taxes. Maya does not charge a separatedmxifs customers, but includes the tax
inside the credit debt.

This story carries the implication that NGOs thairkvon microcredit are actually
utilized as tools that inspect the given micro-nearkence decreasing the risk involved with
such entry for commercial banks. It reveals a aming of NGOs as market actors. Once they
adopt the goal of becoming self sustaining commaniGOs may alter their foci,
concentrating on how to sustain their operatiorstesd of a total elimination of their
activities, which are mutually existent with powerin other words, NGOs’ existence depends
on the existence of poverty and they intend toamssuch operations, which imply a
continuation of poverty. The fact that Maya mainsaihe livelihood of its staff through credit
operations should not be dismissed. Since the d&ives their resources from the poor
themselves, their perception of the low-income wommay be rendered into clients.

Maya'’s mission is “to provide small loans to lowcame women who wish to set up a
business or develop their existing businesses”. Wémmen who have been excluded from the
conventional banking system are the target manet. upon initiation Maya had a hard time
communicating this mission. An association offerangdit was unheard of. Eventually, only
37 people benefited from credit during 2002. AdDefcember 2003, they had reached only

3 “Is kurmak istiyoruz ama nakit para bulamiyoruz.” 8gerview with Maya directors, 28/12/2005
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356 women. However, word of mouth was an effecthathod in generating awareness and
interest. By the end of 2005, Maya has 1350 aatmenbers. It has offered around 3000
credits in 3.5 years. Maya has different credittfptios targeting different segments of the
poor. One segment is the poverty stricken that @@roifer any collaborative for its
borrowing. This segment is offered MayaWe, a grorgdit which involves the participation
from three to ten women. The women have to fornr then solidarity groups as they will be
each other’s guarantors once the credit is takaoh Enember can borrow different amounts,
but they pay back as a group. For another segnfethieopoor, MayaMe and MayaFamily
loans are available. The applications are madeiohaklly for these loans. The applicant may
have her solidarity group members as guarantofsara third party as her guarantor. If she
does not belong to a solidarity group, then theliegpt needs to provide collateral. An
interviewee emphasizes that during this process tequire two guarantors who are on a
payroll. The possibility that people may lose thebs pushes Maya to require two guarantors
instead of one. They do not prefer the artisanguasantors, as their income is pertinent to
higher risk.

MayaWe MayaMe MayaFamily
Purpose Expanding business Expanding business supplies Paying bills
Business diversification Business diversification Health expenses
Buying merchandise/ Buying merchandise/ Emergency needs
supplies supplies
Amount of Loan 100 - 900 million TRL 100 million - 2 billion TRL | 100 - 500 million TRL
# of Installments 3, 4,5, 6 or 8 months 4,6, 8 or 12 months 1, 3, 4, 5 or 6 months
Frequency of Installment Monthly installments Monthly installments Monthly installments
Collateral Solidarity group Solidarity group Solidarity group
Guarantor Guarantor
Pledge of gold/ foreign Pledge of gold/ foreign
currency/ currency
vehicle/commodity

Table 1 Maya Product Portfolio (Source: KEDV websie)

The above table, which outlines the activities ohyd, is actually a business
development program. It includes market researdhctwidentifies the poor as an emerging
market, as well as marketing tools that are reguioeensure the promotion of the product. It
follows the business mentality that dictates th®AImodel for market entry: Awareness,
Interest, Desire and Action. Also, it employs markegmentation in order to facilitate the
diversification of a product portfolio. This busggeplan clearly demonstrates that the credit
supplied by Maya is a product, which is not verfyedent from any commercial item sold in a
supermarket. The segmentation signifies a depaftame the original intentions of poverty
alleviation, as MayaMe and MayaFamily target a msegective income group. The real
poverty stricken people are mandated to cope \wighsblidarity model which capitalizes on
the trust base of the group in order to imposeiglise and control. Even though microcredit
is framed as a poverty alleviation tool, the inim¢regic cannot escape that of a product’s.
Thus, Maya makes use of the poverty alleviatiooalisse in order to promote its product in a
newly discovered market, which consists of the piyv&tricken households.

Also, this model somehow conflicts with the formm@oposition, which emphasizes
that the initiation of microcredit was upon the deam from the poor. If the poor households
were in need of credit, how come they ignored tirdpits initiation? Maya admits that their
reach was not as high as they expected and limk$althe financial crisis that preceded their
market entry. They argue that the use of the werddit” was an offense to the poor as it
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reminded them of their former borrowings from ttemks, which had eventually failed. Even

though this is a crude explanation to why theriess interest in credit than expected, it also
contradicts the former argument that microfinarse ibottom up process, triggered by the
demand from the poor. Microfinance, in other wordss an instrument invented by the

market to convert the needs of the poverty strickém effective demands. It was not bottom
up — it was actually the market's perception of fheor that gave rise to microfinance

activities.

Maya’'s members, or clients, are women. Most of tham single, divorced or
widowed. Therefore, they have to make a living &weirt own. They do not become
entrepreneurs out of freewill, but out of the cdiatis that they cannot control. Also, of the
1300 members, 350-400 are Roma people. Our intee@s point out that Roma people have
a tradition of work that does not exclude womemiousiness life. Also, when explaining the
microcredit initiation process she touches upon howit was a suitable place to begin, as the
women in Izmit are more familiar with business eomiments. Thus, there is a clear bias
towards women who are already immersed in a businaderstanding. This difference in
women’s relationship with men influences the atitg that women handle. A woman that
borrows from Maya is obliged to continue its reproiion of home based work, which is the
only key to her survival and her repayment of délite specializes on what stereotypically
are perceived to be women’s work, like handicrdéitsework, drapery production and sale or
beauty and cleaning products. Actually, Maya céipiéa on these stereotypes in order to
generate a livelihood for women. Yet, it also remskes the boundaries between what is
considered men’s work and women’s work, thus digitig gender equality in a way.

Maya does not engage in legal action for the cbtiamf debt, unless there is no other
way out. They improve their dialog with the clieimisorder to ensure their return of the debt,
once again utilizing social pressures in order rang sustainability. An inherent reason to
why Maya is not interested in legal action is thets it entails. A lawyer that takes care of the
legal action associated with 100 YTL charges thraesamount when dealing with 100,000
YTL. Thus, the costs for legal action are immens$emvcompared to the rotating amount of
money. Eventually, Maya tends to escape from lagabn as much as it can. This attribute
also points out the ratification of sustainabitityer all else.

The Turkish Grameen Microcredit Project

The Turkish Foundation for Waste Reduction operates Turkish Grameen
Microcredit Project (TGMP), which underlies motivesared with the Grameen Bank. As an
effect of the economic crises, which fostered atexinof rising unemployment, low income
women’s demand for employment has increased immensberefore, the NGOs in the
region, cooperating with the government, begarrienbthemselves to develop activities that
promote income generation. Most NGOs have adoptedl sncome-generating activities for
low income women as a solution to alleviate povertthe region. Consequently, microcredit
has risen as an alternative strategy that mayrfésteresolution of the given problem.

TGMP was born in a context of increasing povertd amemployment, which was
rendered permeable by the increasing number of N@G@is concentrated on the poverty
struggle and that offered small income generatimgviies as methods enabling an
independent escape from poverty. It was launchezligh an agreement between Grameen
Trust and the Turkish Foundation for Waste Redugtep foundation headed by Professor
Aziz Akgul, the Diyarbakir deputy of the Developmesnd Justice Party. It has been
implemented by Grameen Trust under its Build, Ogeaamd Transfer (BOT) model with the
financial support provided by the Turkish Foundatfor Waste Reduction. This project was
materialized as a part of the Grameen Bank Repmitd&rogram (GBRP), which was begun
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by Grameen Trust for providing worldwide technieadd financial assistance to Grameen
Bank Replicatiofy

The cooperation with Grameen Bank implies a mixhef global and the local. The
global economic trends, which favor microcredit ssamehow approve the operations of
Grameen Bank, have outstretched to reshape therkaldies of the Southeast. This direct
appropriation of a global model for local problemstigates questions on how appropriate
this model is for the Turkish context. It also Iea more general questions on how the
relations between the global and the local shoaldrbanged.

Actually, the cooperation between Grameen Bank &um#tish Foundation for Waste
Reduction was initiated before the microcredit pobjemerged in June 2003. After Aziz
Akgll's second visit to Bangladesh in February 20B&cep Tayyip Erdgan, the prime
minister of Turkey, invited the Grameen Trust t@ibeits microcredit operations in March.
Following this invitation, a mission from Grameemu3t paid visits to Istanbul, Ankara,
Diyarbakir and Siirt. Consequently, the foundataganized the “International Conference
on Poverty Reduction through Microcredit” in Jur@3 with the participation of the Turkish
government, NGOs, banks, and press and donor aagams. The final declaration of the
conference incorporated demands from the governménth called for an enabling
environment for microcredit delivery. The governmén employed with the mission to
promote the development of microcredit projectspogviding tax exemptions for social
entrepreneurs, which attempt to solve social iséyestilizing market based principles and
business models. However, it is important to emigleathat the government has also been
expected to stay out of this business in ordeusrantee the independence of such operations
and to allow them to develop their own working piples. The draft act prepared by the
government should include incentives for the tramsftion of NGOs into formal financial
institutions. Also, it should foster the foundatiohmicrocredit banks. The final declaration
suggests that the fund provided by the World Baitkiwthe framework of the Social Risk
Mitigation Project for 2003 should be used to fioamicrocredit projects. Another suggested
fund for financing microcredit would be The Fund facentives for Social Assistance and
Solidarity.

Thus, the Turkish Grameen Microcredit project imas not only a mix of the global
and local, but also a mix of the government, thvdl sbciety, and the private sector. It fosters
the strong cooperation of the stated actors, dikergovernment’s regulative and fund-raising
role in promoting the advancement of microcredieTregulations within this framework
make microcredit delivery a sector permeable t blo¢ private sector and the NGOs. Also,
it shows that the government has played the roke miediator in rearranging the relations of
the civil society and the private sector, and alsthe global and the local. This also implies
that as a result of the dissolution of its monopofypower over economic and social
processes, the state is adopting a new role, ased@tor between multiple actors.

The Turkish Grameen Microcredit Project in partguknjoys the support of the
governorship of Diyarbakir. The central TGMP offitce located inside the governor
prefecture. The interviewee from Maya points ouattifGMP is different from their
operations as it is subsidized by the governorshife governor assists in the organizational
structure of the project by lending them an offieehicles and drivers. It even goes as far as
paying the wages for some of the employees thak woder TGMP. Aziz Akgul considers
the governorship to be one of the three stakeh®lderthis project, which are TGMP,
Grameen Trust and the Diyarbakir Governorship. kKaains that the ones “who find the
money, who collect the donations” are TGMP and GramTrust, while the local governance

4 Turkish Foundation for Waste Reduction web sitenfiisraf.org
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auspices the process. Moreover, the new draftpie@pared as a part of the current public
administration reform also fosters an increased molmicrocredit for the local extensions of
governmental actors. Aziz Akgul emphasizes thatHertime being, local governance has to
be incorporated in the project so as to supply gallebacking. In the future other
governorships may begin new microcredit projecther own provinces.

In terms of its financial and organizational pa&i Turkish Grameen Bank is an
appropriation of the Bangladeshi experience. Aeadiefore, it does not conceive poverty to
be a result of individual incapacity but as a resfilexternal actors and structural problems.
Thus, the poor also have the ability to advance #tatus if they are given the necessary back
up and initiation. In a TBMM discussion, Akgul ofestates his belief in this principle:

The poor are as smart as the rich; the poor arendalligent as the rich; the poor are
as hard working as the rich; the poor are as prdile as the rich; but when they are not
given the potential to manifest these virtues, wihene is no motivating force, unfortunately
these virtues cannot be manifested. What is thet;pbiis capital. So, if we lend a small sum
of capital to the poor it is possible to see thaey are as productive as the rich, as
hardworking as the rich, and as smart as the %ich

Thus, the poor are no longer passive receiversdofrad charity but active players in
the market. This struggle to survive is framed asdrae of the poor rather than a reality
imposed by incontrollable conditions. Thereforeg thicrocredit project, which is born of
coordination between multiple actors, like thees&td the private sector, appoints the poor as
actors that need to be mobilized. Poverty allematvill only occur if the self-capacities of
the poor are born out (Akgtil, 2003).

TGMP launched its first loans in Diyarbakir on 18yJ2003. Three foreign experts
from the Grameen Bank implemented it together witlocal staff of nine people. After the
completion of the project in a three year time feathe administration will be transferred to a
local organization. As of March 2006, 2,765 milligiL has been lent to 2802 women from
the urban and rural communities in Diyarbakir, Blsemd Ergani. The project aimed at
reaching 4,400 women by 2006, but this aim has belgn partially satisfied as of March
The credits, which range between 100 and 3000 Yith an interest of 20%, are distributed
on the basis of solidarity groups. The project iffetent from Maya as it instigates the
foundation of these groups by bringing togethermppedérom the same neighborhood. Also, it
does not allow the participation of relatives ie tame group. Again, it is only women who
can participate in the groups, but men can alse pakt in the operations that the supplied
loans induce. The credits are repaid on a weeldisbA year consists of 46 weeks, excluding
6 weeks of religious festivals and official holigayl'his condition fosters saving as a habit,
while also protecting women from having to retuarge sums of debt.

After the groups are formed, they receive a onekviie@ning on the system of credit.
Akgul, during the interview, explains the this g as follows: “We give them a one week
training, what we do in this one week is to pregaem for credit, you know 99.9% of these
women are not literate. They are stuck in the wsigircle of poverty. They do not know

® Special Provincial Administration Legal Coddl (Ozel idaresi Kanunu) Article 6 Available at:
http://www.tbmm.gov.tr/kanunlar/k5197.html in Tuski.

® “Fakirler en az zenginler kadar zekidir; fakirlar ez zenginler kadar akillidir; fakirler en az zetey kadar
caliskandir; fakirler en az zenginler kadar Gretkendima bunlarin bu hasletlerini ortaya cikaracak btapsiyel
verilmedgi icin, bir itici gi¢c olmadgl icin, maalesef bu hususlar ortaya ¢ikamamaktdgior.husus nedir;
sermayediriste, fakirlere de kiiciik bir sermaye veidiiz takdirde, onlarin da en az zenginler kadarkine
olduklarini, en az zenginler kadar gkln olduklarini, en az zenginler kadar zeki oldukla gérmek
mumkindur” See Republic of Turkey, TBMM Tutanak Bisi, Term 22, session 104, vol.21. 9 July 2003.
http://www.tbmm.gov.tr/tutanak/donem22/yill/bas/Bh@dhtm

" These figures were provided by Aziz Akgiil durihg interview
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what to do if they borrow money. Yet we give thershack treatment, have self confidence
we say, you can produce a lot, you are great pegpleare wonderful, you are this, you are
that, we motivate them. It would take half an htmexplain this to a normal person, but that
constant motivation is required when we are dealiity them™. This statement displays the
“othering” of the poor by the elites that train theAkgul is proud of this training as he
accentuates how people begin to have ideas tovlaedsnd of the training, like “I can rent a
bicycle to the kids in the street”. The succestheftraining is therefore evaluated on the basis
of how innovative their emerging business plans are

In the beginning, only two members of the groupatewed to borrow. If these two
members succeed paying regularly for four weelen tfvo other members are also offered
credit. Thus, the members are subordinated to iSeptinary measures of the group, like in
the case of Maya. The group meetings are held weekly basis in the house of the group
leader, with the participation of field workers\asll as the branch manager. Members recite
the Grameen credo in Turkish repeating after treugrleader: “Disiplin, Birlik, Cesaret,
Caliskanhk” (Discipline, Unity, Courage, Hard Work). #&f saluting the staff, the members
sit in rows on the knees, the group leader sitahgne end. Regular attendance to these
meetings is another condition for further credn. dach meeting, the amount of credit
received or repaid is noted by the field work&When explaining this ritual Akgtil says, “for
instance when we go to a meeting, it is preordawled is going to sit where in which order,
who is the leader, who is the secretary, who vaélak first, who will stand up, who will sit,
everything is predetermined, it is disciplined jlige in the military, and we obey this
order™®. He further argues that discipline is highly reqdifor the well functioning of any
business.

The scope of activities triggered by TGMP is lindit® their immediate environment.
They raise live stock and wash clothes. They arelwed in sewing and marketing activities.
Their activities are not only confined to the eomiment, but also to low income. They are
mostly labor intensive, but they do not bring baclch profit. On the other hand, a recent
issue of Referans, a business newspaper, carrgesfdhe success stories of microcredit to its
cover’: Kabule Cengiz from Diyarbakir, with the 500 YTtedit that she received in 2003,
set up a business of renting bicycles to the kidker neighborhood. This, although departs
from the previous critics of low income and labotensity, is an example of informalization
of economy through microcredit. However, the newspadoes not shy away from carrying
this story to its cover, yet it also includes cafi voices from the Central Bank directed
towards the risk of informality that microcredit yngenerate. Therefore, the employment

8 «“Onlar bir haftalik gitime aliyoruz, bir haftalik gtimde yaptgimiz husus, onlari mikrokredi almasina
hazirlamak neden biliyor musunuz simdi mikrokrebinaya yonelik olarak simdi bu kadinlarin yizde 99.9
okuma yazma bilmiyor, iki fakirlikten dolayl darmaginik, yani fakirlik tuzgna girmg bu insanlar
darmadginik, ne yapacaklariasirmiglar, iki e biz simdi kredi alagaz da nasil 6deyege, ne yapabiliriz ki,
bizim seyimiz yok, yapacak hicbireyimiz yok, diye bgiyorlar orda, sonra biz onlara sok tedavi, yamidlara
diyoruz ki, kendinize guvenin, cokeyler Uretebilirsiniz, su kadar ¢ok iyi insanlarginmuhtgemsiniz iste
susunuz busunuz, onlari motive ediyoruz, sonra gigeeince bir haftalik@tim diyoruz ya orda aslinda normal
insana yarim saatte anlgttmiz seyler bunlar, ama o devamli onlari motive ediyomumotivasyon gitimi”

See interview with Aziz Akgul, 07/03/2006.

® Turkish Foundation for Waste Reduction web sitenwisraf.org

10 “Mesela toplantiya gitimiz zaman kimin bgta oturacgl kimin ortada oturaga kimin en sonda oturaga
kimin o toplantinin bgnda lider oldgu kimin sekreteryasini yirutegiekimin ilk dnce kongaca kimin sonra
konwacasl, kimin ne yapaca hegey bellidir, bunun hepsini bilirler, toplantiya digimiz kimin ne zaman
kimin ayagza kalkacgl kimin yok dylesey yok cok disiplinlidir bug ve cok riayet ederiz ona, ne o dyle gittik
evlerine onlar sallana sallana geldiler, gelemederup hegeyin birseyi vardir yani, askergiimi gibi yani.”
See interview with Aziz Akguil, 07/03/2006.

1 «krediyle Aldigi Dért Bisikleti Kiralayip 1000 YTL KazaniyorReferans Gazetedvlarch 25-26, 2006.
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produced by microcredit has the tendency to credédemality, to be labor intensive and low
income generating.

Moreover, the fact that women become the sole beafedebt, while men can also
participate in economic activities demonstrates heamen are pushed to carry a social
burden. The initial idea behind favoring women owveen has been the suggestion that
conventional banks have a bias against women. Aglglilorates on the debt loyalty of poor
women through an anecdote: “What does the womahgt® cannot join the meeting? Let’s
say it's 01.00 AM, and her child is sick, she hagd to the hospital, it's 01.00 AM, can you
imagine, at this time, in the middle of the nigblhe knocks on her neighbor’'s door, | am
taking my daughter to the hospital, she says, etlhis much debt, take this money, and pay
it tomorrow morning in the meeting. This is how tegstem works®. In line with this
proposition, an interviewee from Maya openly suggésat women are better in paying back
their debt, so should be preferred over men inifepchoney. Therefore, it can be argued that
the insistence in targeting women is a matter eflicrecovery.

The poor women are, thus, a logical segment to tcaun for ensuring profits.
Microcredit is an instrument which is utilized teap profits from the poverty stricken. In
order to illustrate the use of the poverty allagiatdiscourse for raising profits, the interview
with Aziz Akgul proves to be a valuable resourc&c¢ording to the data retrieved from the
Turkish Statistical Institute, there are 18 millippor people in Turkey, and 59% of these
poor people are eligible for direct credit. Theg above the age of 18. That means there are
11 million people that are available, alright? Dmuysee the sector! 11 million clients! Right
now, | can sell money to 11 million peoplE'This is direct evidence for how the elites of
microcredit perceive their environment. They badiglat it is a big market, with great needs
and high profit opportunities. Following this extiation, Akgul asks, “Smart people should
enter this market immediately! Come on, are youdoeting a feasibility in the name of the
banks? Smart people enter the market, now Finaksisairying hard to enter, HSBC is
thinking about it, Sekerbank was considering, they have this kind afctce in their
portfolio...”** The draft acf, currently being discussed by the parliament, faitilitate the
entry of the banks to the microcredit network, éimgitax benefits, and will also open up the
way for the inauguration of microcredit instituterthat will have a different status from
banks or NGOs. The evolution of the draft act, ¢edpvith words from Akgul and others,
demonstrates that the financial environment isdemepared for the market rooted solutions
to poverty reduction. Eventually, the poor are \eth no other option but to be subjugated to
market mechanisms applied through either microfteannstitutions or national and
international banks.

12«Ne yapiyor kadin, gece saat 1de kadin, diyelimddigu hastalanng) hastaneye gidecek, gece 1de, olur mu
Oyle birsey, gece 1de kognsuna, onlar kogu olur genellikle 6yle yapiyoruz zaten, prensipatiyle, ¢ciinki o
zaman tama yapmaktan zaten vegithiz 500 lira 0 zaman famaya gidecek, kogusunun kapisini ¢aliyor, ben
hastaneye gétiriyorum diyor kizimi, bu kadar besénon lira taksitim var, bunu al, yarin sabahlexgén aynen
bdyle calgiyor sistem” See interview with Aziz Akgul, 07/08/26.

13 “Tiirkiye istatistik kurumunun vergi bir bilgiye gore, Tirkiye'de 18 milyon yoksul hadur, yiizde 59u
dogrudan kredi alabilir, yani 18 yanin Ustiinde, 15 yaalti bunlar, dolayisiyla mikro kredi alabilecgkanda 11
milyon insan var! Tamam mi! 11 milyon rgtéri! Sektéri goruyor musun! 11 milyon insana Baranda para
satabilirim”. See interview with Aziz Akgul, 07/03306

14 «7eki insanlarsa siratle girmeleri lazim. Siz enlaadina feasibility study mi yapiyonuz, eeee, yakim,
olmadi ama, onlarin bagage¢cmslerinde de bdylgeyler var” See interview with Aziz Akgul, 07/03/260

! The draft act is available at http://www2.tbmm.dod22/2/2-0413.pdf in Turkish.
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The Emergence of Banks in Microcredit Delivery

The United Nations Development Program motivatesprticipation of commercial
banks in the Turkish microcredit sector. Also, the plan of action involves the leadership of
NGOs in starting MFIs that demonstrate the profiitgbof such investments. This will
prompt commercial banks to enter the micro-markstsle facilitating an understanding of
credit and finance among the poverty stricken hioolsis (Buritt, 2003). When the operations
in Turkey are examined, the ultimate aim of the UNBeems to be an overthrow of the
responsibilities of NGOs and a welcoming of ban&sttee main actors in solving poverty
problems. The UNDP strives to convince the banlks the poor are a profitable segment,
thereby encouraging the resolution of poverty potd with an enabled access to credit.

The UN meeting held in 12-13 December 2005 in lstamcluded remarks related to
the legal framework of microfinance in Turkey, ado to the commercial viability of these
operation¥’. Participants to the conference were mainly repregives from major
commercial banks, such §ekerbank, HSBC and Finansbank. First, the two-dagtmng
gave the impression that the UN, a major intermaficorganization, is also working in
parallel to the government. It is also a regulatoogly that tries to enhance the participation
of the market in social issues. While the governimessumes the role of mediation, the
UNDP, as a pressure group, bids for an extendedlatgn of the macro economic
environment, so as to attract commercial bank wemlent. Second, this illustrates how
UNDP, as a development agency, perceives develdptodre derived of commercial bank
participation to poverty alleviation, thereforepbfits arising from the poor. This is not only
a poverty alleviation method, but also the discgwdra new segment from which the banks
can benefit. The UNDP supplies the missing linkweein the poor segments and the
commercial banks by showing the prior work conddidig the NGOs to bank representatives
with frequent conferences. An announcement callorgparticipants for the next meeting,
which will be held in Istanbul in June, 6 2006, sayCurrently, increasing number of
commercial banks is exploring the microfinance @efbr potential investments. However,
there is no information on the demand side of nficemce and the potential impacts of
microfinance on poverty reduction as well as whatlof special banking products could be
designed to meet the needs of the poor. 36% ofTin&ish population is considered
economically vulnerable, i.€5.7 million households.This is the total target group for
poverty alleviation in Turkey. Microfinance is onéthe recommended strategies to eradicate
poverty in Turkey until the year 2015. However, thecrofinance sector of Turkey is
currently in its early stage of development.” Thenters do not overlap with those of Aziz
Akgul, but imply the same meaning.

So, how involved are the banks? In the end of ZBadanti Bankasi has begun serving
Maya. Maya signed a contract with Garanti, and tHé¢ report claims contract to be
beneficial for both sidessekerbank also considers investing in microfinaegtually, it is
planning to open a separate unit that will speotalon this newly emerging business.
FinansBank, which has also been a donor for th&ilurGrameen Project, serves the poor
via a Rotary project that was initiated in Februa@ps .

Does this mean that market economy will solve tleblems that it created itself? The
participation of financial institutions, like cormvigonal banks, in poverty alleviation is
actually very ironic. An interviewee from Maya, whasked what she thinks about this issue,
replies that she is content with the new develogmedhe says that if banks take over the
business of microfinance, then they can start miiemicroinsurance, which is another need

18 http://www.undp.org.tr/lundp/PressRelease_13deof&s.dsp
Y Turkiye’de Mikrofinans Alaninda Yapilanlar, a létfprepared by UNDP Turkey
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that they have recognized. Thus, banks will hassasted them in their poverty alleviation
aims, though remaining independent of social corxerhe further effects of such a program
will be interesting to observe.

Conclusion

The introduction of microfinance programs coincigggh the WB and IMF's keen
interest in poverty. Adverse social impacts of 8teuctural Adjustment Programs (SAPS),
which generally entailed the implementation of ewait austerity measures, liberalization
and privatization, have become apparent by the 49BBe IMF and WB responded to calls
for ‘adjustment with a human face’ by incorporatipgverty reduction programs within the
framework of SAPs often under the heading of saaétty nets (Elyachar, 2005).

The implementation of microcredit programs, in aywenables the implementation of
neoliberal policies at the local level. The pocg ab longer protected with the social policy
provisions once provided by the state. Insteady ttecome dependent on the market. With
microcredit schemes, even the poorest segmentheofsociety are targeted to become
subjugated to functioning of the market and neodib@olicies are able to permeate every
segment of society with great success. Therefolieropredit applications should not be
thought separate from the broader agenda of fiahhlseralization. Financial liberalization is
portrayed to be creating opportunities to empowergoor through enabling them to engage
in entrepreneurial activities. Hence, microcreddaswemployed to counter social protest or
political dissent, while at the same time promotihg neoliberal agenda through discourses
of entrepreneurship (Weber, 2004). Microcredit depérom other approaches to poverty
reduction, in the sense that it is embedded inmnancercial framework. The poor are treated as
economic units and they become subject to functpwif the free market, thereby becoming
even more susceptible to the adverse effects diehand globalization.

This paper provides a brief overview of the develept of microfinance in the world
and in Turkey. First, it reports how the initiaka of microfinance has been created. Next, it
outlines the development of microfinance in theteghof Turkey and gives information on
the operations of microcredit organizations (namdbya and TGMP), and finally offers a
brief account of present situation concerning tbemercial bank presence in microcredit
schemes.

This paper does not draw any conclusions concertfiegeffect of microcredit in
poverty alleviation. Rather it emphasizes thatgbeerty discourse is used as an instrument of
extending the reach of financial institutions. Agls, it views microfinance as an instrument
of market expansion. In this process, NGOs hava lbsed as tools for assessing the newly
emerging market, namely the poor, and deliveriniprmation on the profitability and
sustainability of microfinance operations. The goweent, while being kept away from
imposing direct social and economic policies dubhbieral world trends, adopts a new role in
this process as the mediator between the NGOsfirthacial sector and the publidt is
expected to lay out the comfortable environment ttoe advancement of microfinance
delivery, as it is apparent in the draft act conoey the foundation of Micro Finance
Institutions in Turkey. We would welcome an incamggamn of microcredit programs with a
more active government stance. What we opposeeigphion that totally excludes the state
and leaves the solution of the poverty into thedsaof the market mechanism. Still, we adopt
a dubious position as to the effects of microcredithe poor and poverty alleviation. In order
to draw more concrete conclusions, this study reguiurther analysis of elite discourse as
well as grassroots responses to microcredit. Ascomparative analysis regarding different
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applications of microcredit in various parts of therld, and their impacts on poverty
eradication would be useful in gaining insight toslsathe Turkish case.

Microfinance has been framed as the ultimate oppdst to combine humanitarian
aid with profitable investment opportunities. Howewthis should not make it the sole option
everywhere. Before welcoming the microcredit as ay wut of poverty, possible adverse
impacts, like the possibility that it can promoteformality, should be taken into
consideration. For the Turkish context, specifigathe application of the microcredit is a
recent development and therefore requires someatrithinking before being taken as
panacea to poverty.
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