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L iterature Review  

In the following section, I will present a review of literature on my topic and a 

theory that is derived from that review of the literature.  The first segment will define 

microcredit lending, and discuss why it is a popular development approach.  Then I will 

review literature related to gendered economics and international relations theories 

related to bottom-up development plans.  In the theory section I will make the case that a 

gendered analysis of microcredit lending is important because gendered oppression can 

make an impact on the success of microcredit.  I will explain how my independent and 

dependent variables are related, and offer competing and alternative explanations.  My 

independent variable is the level of womenÕs oppression and my dependent variable is the 

success of microcredit lending.  I hypothesize that there is an inverse effect between a 

stateÕs level of oppression towards women and the degree of micro-credit success.    

 

Microcredit Lending 

Microcredit lending is a bottom-up development plan that focuses on giving small 

loans to poor entrepreneurs.  Loans are mostly directed towards women to promote 

gender-balanced development (Robinson, 2001; Wright 2000).  Loans are generally 

under the equivalent of 100USD, and are given for the purpose of encouraging 

entrepreneurial women to start their own business (Robinson, 2001; Wright 2000; Woller 

and Woodworth 2001).  Borrowers repay loans with a small amount of interest.  This is a 

development plan that seeks to create self-sufficiency rather than dependence (Yunus, 

2007).   
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 Muhammad Yunus, founder of the Grameen Bank in Bangladesh, sparked the 

international popularity of microcredit lending.  Yunus recieved a degree in economics at 

Vanderbilt University in the United States.  When he returned to his native Bangladesh, 

he found that economics looked differently in developing nations. Since traditional banks 

are not willing to give loans to poor people without collateral, the poor are not able to 

invest in ventures that could potentially get them out of poverty (Yunus 2007).   

 Dorothy EyiahÕs experience with microcredit lending is a prime example of how 

credit can transform a personÕs life.  Eyiah, a woman from Ghana, used a microcredit 

loan to expand her ice business.  Eyiah was responsible for her children as well as her 

sick sister using the profits of her very small business.  The demand for her ice was 

present, but she was unable to use her skills and expand her business because traditional 

credit institutions would not loan her money without collateral.  After receiving a loan 

from a microcredit institution, she was able to make enough money to care for her family, 

pay back the loan, hire workers, and reinvest in her business (ÒTransformational Stories,Ó 

2007).  Without this loan, Eyiah would still be stuck in a desperate situation. This is an 

example of a non traditional, microcredit loan that allowed a poor entrepreneur to escape 

the cycle of poverty.  This is what Yunus envisioned when he founded the Grameen Bank 

in 1976- to give poor entrepreneurs a chance to start their own business (Yunus, 2007).  

 According to Yunus, self-employment is more dignified than wage employment 

in terrible conditions to move out of the poverty cycle (Wright, 2000).   Wage 

employment, however unpleasant it can be in developing nations, is often seen as a 

necessary step of development and capital accumulation for economists focusing on top 

down development approaches (See for example Sachs 2005, Lal 1985).  Microcredit 
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allows poor to regulate his or her own work.  Yannil Espinosa is a handicapped 

Colombian woman that used a microcredit loan to create an appropriate working 

environment for her.  In order to make a living, Espinosa was forced to take a bus or 

wheel her wheelchair to a facility where she worked long hours.  Espinosa was 

determined to work at home so she applied for a loan so she could be self-employed.  She 

is now running a successful leather business with plans to expand (ÒTransformational 

Stories,Ó 2007).  EspinosaÕs story is an example of how self-employment can be a good 

alternative to traditional wage employment.  YunusÕ credit model attempts to bypass 

unequal and unfair wage employment and allow the poor to develop with human rights 

and equality in a creative way.     

 Muhammad Yunus emphasizes credit as a right to opportunity.  According to 

Yunus, credit should not be seen as a luxury for the rich, it should be an opportunity for 

all:  ÒJust like food is; credit is a human rightÓ (Yunus, 1998).   Traditional lending 

institutions do not lend to people without collateral. The Grameen Bank encourages the 

idea that the poor can benefit from financial services in the same way that people benefit 

in richer, developed nations (Pollin, 2007).  Yunus argues that people can be held 

accountable to pay back loans even if they do not have any collateral (Yunus, 2007).  The 

Grameen Bank uses different indicators of accountability, like social responsibility, to 

assure that loans will be paid back (Yunus, 2007; Daley-Harris 2007).  Eyiah and 

Espinosa were able to allocate their loans by joining a ÒTrust Bank,Ó or a community 

bank set up by the microcredit network Opportunity International that uses social 

responsibility instead of capital as collateral (opportunity.org).    These alternative 

indicators allow poor to be eligible for loans regardless of their financial situation. 
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The Opportunity International microcredit network, The Grameen Bank, as well 

as other microcredit institutions, employ socially conscious borrowing groups like the 

ÒTrust BankÓ in order to regulate the repayment and success of loans (Wright, 2000; 

Murdoch, 1999; Pollin, 2000).  Borrowing groups are small cooperatives of borrowers 

who hold each other responsible for their loans (Pollin, 2000; Murdoch, 1999)  This 

enables very poor people to establish credit using social collateral instead of limited 

assets (Pollin, 2007).  ÒÉ poor people, by definition, have few assets to pledgeÉL osing 

these assets to a creditor would likely bring destitutionÓ (Pollin 2007, 1).  Microcredit 

allows poor to use social creditworthiness to acquire loans because poor people do not 

have material assets to use as collateral.    

Along with providing the opportunity for poor to receive a loan, this tactic 

promotes an increase in social capital and community, promoting education, healthcare, 

and social networks (Daley-Harris, 2007).  Social capital has become increasingly 

important in measures of development, and microcredit seems to be a good way to 

increase social capital (Murdoch 1999; Daley-Harris 2007; Wright 2000; Rankin 2002).  

Microcredit lending pays attention to new research in individual achievement and social 

capital.  ÒIt is no coincidence that the rise of microfinance parallels the rise of non-

governmental organizations (NGOs) in policy circles and the newfound attention to 

Ôsocial capitalÕ by academicsÓ (Murdoch 1999, 1570).    Borrowing groups are an 

alternative way to guarantee that a loan will be repaid, as well as a way to build social 

capital in developing societies. 

Along with social capital, empowerment is a central theme of microcredit 

institutions.  According to the United Nations Development Program (UNDP), 
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empowerment is: Òa process that leads to greater participation in social and political 

processes, greater decision-making power and to conscious action for social 

transformationÓ (ÒGender MainstreamingÓ 2000, 27).  Microcredit lending is a grassroots 

opportunity to shape personal development, or empowerment, with outside help.  Yunus 

emphasized self-determination and personal creativity to escape the cycle of poverty, a 

different approach than many other traditional development plans (Yunus 2007). 

Development emerged in the mid 20th century as top-down approach.  This way 

of development focuses on lending successful Northern ideas and knowledge to 

underdeveloped Southern states (Parpart, Rai, and Staudt 2002, 8).  This approach was 

criticized because it did not focus on the individual as a key component to development. 

Traditional development plans work within the current system that favors men (Parpart, 

Rai, and Staudt 2002, 8).  The top-down way of development is lacking because it does 

not take individual development and empowerment into account.  Microcredit focuses on 

individual development.  This empowers women, who are not traditionally given an 

opportunity to take part in economic structures, to independently enter the economic 

sphere.     

Empowerment is an important part of individual development, a part of the goal 

of microcredit lending (Daley-Harris 2007).  Microcredit focuses on community and the 

individual who are not represented in most top-down development schemes, in most 

cases, women (Murdoch 1999).  Other development plans focusing on individual 

empowerment contend that economic development within a state cannot occur without 

personal development.  ÒEmpowerment is at the center of human progress.  The Hunger 

project makes the distinction between failed development that is top-down service 
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delivery without empowerment and development where the empowerment of people, 

especially women, is at the centerÓ ( Daley-Harris 2007, 2).  Development organizations 

like the Hunger Project find that development without empowerment leads to misused 

resources (Daley-Harris 2007).  If a state invests in building schools and hospitals, but 

does not empower people to become doctors and teachers, the resources used to build 

these institutions are misused.  Schools and hospitals are useless without teachers and 

doctors, as are development projects that do not address individual empowerment. If 

women are not empowered to enter the formal economic realm, they are unable to use 

existing skills to gain income.  For Yunus, empowering women will not only help 

inequality, it will help broader economic development.   

An environment where empowerment is able to occur is necessary for 

development plans to succeed, regardless of whether it is a top down or bottom up 

approach. Humanist economists stress the importance of a personÕs ability to access and 

utilize economic opportunities (Sen, 1983).  For example, a person is not able to use the 

economic opportunity of wage employment if they are prevented from working because 

of a gender bias.  If human rights like gender equality are not met, economic 

opportunities are missed, and economic development is impeded.   Microcredit lending 

offers very poor women the ability to access credit, an opportunity that does not exist in 

most cases.  While this allows access to credit, it is not guaranteed that women will be 

able to utilize this credit.  

Amaryta Sen, a humanist economist, writes extensively on the linkage of human 

rights and economic development. For Sen, raw measures of economic development are 

not complete without measures of human rights (Sen, 1983).  ÒPerhaps the most 
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important thematic deficiency of traditional development economics is its concentration 

on national product, aggregate income, and total supply of particular goods rather than on 

ÔentitlementsÕ of people and the ÔcapabilitiesÕ these entitlements generateÓ (Sen 1983, 

756).  Development is incomplete without focusing on what people are able to 

accomplish with income as a result of conditions within a state.  Human rights conditions, 

how economic, political, and cultural rights are respected, can affect economic 

development. 

The state is an important determinant of whether or not economic rights and other 

human rights are applied (Richards et al 2001; Hertel 2006). ÒPolitical elites in 

developing countries have to make economic and political policy choices.  Human rights 

conditions-the ability of citizens to enjoy human dignity- are due more to human rights 

policies Ð that is, decisions made by government leaders that affect human rights 

conditions- than anything elseÓ (Richards et al 2001, 220).  This suggests that states have 

a choice of respecting or not respecting human rights.  If the state makes policy decisions 

that negatively affect human rights, one would expect to see less economic development 

because human rights, specifically womenÕs rights, are important for the ability for 

women to utilize economic opportunities.   

A gap in the existing literature is the relationship between gendered state level 

oppression and bottom up development plans that focus on lending to women.  This gap 

makes it difficult to understand and interpret the affect that gendered oppression has on 

microcredit lending.  It is difficult to recognize environments where women are able to 

become empowered without prior research.   
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Women in Microcredit Lending 

Microcredit institutions direct loans towards women in order to promote womenÕs 

empowerment and gender-balanced development.  Traditional development plans and 

economic analyses do not take gender into account, so the fact that microcredit 

institutions target women is significant.  ÒGiven the propensity of microfinance programs 

to target their services to women, current trends favoring the mobilization of social 

capital within communities also appear to have finally responded to decades of advocacy 

for gender equality by feminist economists and development practitionersÓ (Rankin 2002, 

3).   Microcredit lending provides a way to address gender inequalities in developing 

nations because of its bottom up style, and emphasis on empowerment.   

Microcredit lending institutions try targeting the poorest of the poor, the most in 

need of positive empowerment.  Currently, those most in need are women.  70% of the 

worldÕs 1.3 billion people living in poverty are women (ÒGoal 3: Gender Equity,Ó 2004)  

Muhammad Yunus, microcredit institutions that are inspired by Yunus, and the United 

Nations are cognizant of this disparity, and focus their attention to empower women.  

According to the UN Millenium Campaign: ÒWomen work two-thirds of the world's 

working hours, produce half of the world's food, and yet earn only 10% of the world's 

income and own less than 1% of the world's propertyÓ (ÒGoal 3: Gender Equity,Ó 2004).  

Women are capable of production, yet are unable to use their own skills to gain income at 

the rate of men.   Only owning 1% of the worldÕs property, it is no wonder that women 

have difficulty obtaining loans that require collateral.  Microcredit lending institutions 

offer women empowerment opportunities through the ability to invest in themselves- an 

opportunity that is not present with traditional loan institutions or development schemes.   
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Microcredit loans aim to target the Òpoorest of the poor,Ó which is in many cases 

the women of developing nations. Women do not generally have separate income or 

personal capital in traditional societies, making it difficult for women to obtain loans 

from traditional banking institutions.  By allowing women to borrow, it gives women a 

chance to gain fiscal power within a household, which theoretically gives a woman more 

status (Wright 2000).  

According to a borrower in Bangladesh, a loan gave her power within her 

household.  ÒBefore, husbands used to earn and that was how wives ate.  But now he 

gives value; I have bought a loan.  I am laboring equally with him, that is why he values 

me moreÉÓ (Wright 2000, 23).  This is an example of the potential power of microcredit 

lending.   The Grameen Bank and other microcredit intuitions encourage the idea that that 

empowering women can help economic and social development (Pollin, 2007).  

Microcredit lenders loan to women in an attempt to empower women, giving women the 

chance to personally determine their economic fate in traditional patriarchal socieities 

(Yunus, 2007).   

Feminist international relations theorists argue that women are often 

underrepresented because many development plans center around the head of the 

household, which is often traditionally the patriarch of the family (Elson, 1993; 

Whitworth, 1994).  If the woman of the house is in control of finances, she will 

customarily invest in children or household expenses more than the man of the house.  

Since incomes are used differently, actual development is different according to who gets 

money within a household.  Actual development might not be reflected in GDP because 

of how money is spent.  If children are malnourished or uneducated, for example, 
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because family funds were spent on other things controlled by the male of the household, 

balanced and substantive development does not necessarily occur.   

Women are not accounted for in many interpretations of neo-classical economics 

(Elson, 1993) ÒWomenÕs work,Ó which is often defined as private, household work, 

becomes invisible since it does not contribute to GDP in the neo-classical model.  The 

neo-classical model is gender-blind but not gender neutral- it does not give the same 

value to women as it does men (Elson, 1993).  This is problematic because it assumes 

that womenÕs work is infinitely elastic.  This means that more work incurred as a result of 

economic shocks or decreased social programs is absorbed by women by working more, 

even though that higher level of productivity is not accounted for with more wages 

(Elson, 1993).   

Low levels of social programs specifically for women, low rates of education for 

women, and culturally imposed function create more work or elasticity of womenÕs roles 

at home.  These are examples of gendered economic rights that affect the capability of 

women to enter the economic sphere (Sen, 1983).   If there is more work to be done at 

home because of gendered factors within a state, there will be less time for women to 

engage in ventures outside of the household.  The ability to successfully borrow from a 

microcredit institution to engage in the public economy is contingent on how many 

rights, specifically economic rights, are available for women.   

The identity of a woman in a particular culture plays a large part in their status 

and role in the economy (Elson, 1993; Tickner, 2001; Whitworth, 1994).  In many cases, 

especially in Muslim states, this identity is dictated heavily by religion (Sardar Ali, 

2002).  Micro-credit focuses on giving women the opportunity to enter the economic 
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sphere in an empowered way.  Embedded religious and culturally imposed identities may 

inhibit this because empowered economic roles are not part of that identity.  Religious 

and cultural rights as described in international treaties are often placed before womenÕs 

rights in the hierarchy of human rights in international treaties (Sardar Ali 2002, 65).  

Gender equality is difficult to achieve without violating religious and cultural rights in 

states where oppressive gender roles are embedded in religious and cultural contexts.  In 

states where womenÕs economic rights are inhibited by religious and cultural factors, one 

would expect to see less success in microcredit enterprises because of embedded gender 

roles. 

International organizations like the UN attempt to universalize womenÕs human 

rights in initiatives like the Convention on the Elimination of All Forms of 

Discrimination Against Women (CEDAW) (Sardar Ali 2002, 61).  At the international 

level, womenÕs human rights have been universalized, but states and culture do not 

necessarily embrace and enforce these declarations.  ÒÉna tion states and cultural norms 

can place considerable limitations on a universal rights discourse that women seek to 

employ as part of their strategy for empowermentÓ (Sardar Ali 2002, 63).  States and 

individual cultures have a large influence on whether human rights are applied at a local 

level, regardless of international conventions.  If a state disregards international 

conventions on womenÕs human rights, development plans that center around 

empowerment of women, like microcredit lending, would have difficulty succeeding. 
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Cr itiques of micro-credit 

Empowerment approaches like micro-credit might be limited as a result of larger 

systemic forces.  This is the critique that is most relevant to this project.  ÒWhile a 

welcome antidote to top-down development, we believe this focus on the local also has 

profound limitations.  In particular, it tends to underplay or ignore the impact of global 

and national forces on prospects for poor peopleÕs (especially womenÕs) 

empowermentÉÓ (Parpart, Rai, and Staudt 2002, 3).  This development is flawed if 

microcredit focuses too much on the individual and ignores with state factors that could 

affect its success.   If human rights within a state inhibit empowerment, this development 

plan is only as successful as the amount of respect for human rights in a state.  

Humanist, feminist, and microcredit scholars contend that conditions within a 

state have an effect on whether or not microcredit lending is successful, so it is not 

enough strictly focus on the bottom-up aspect of development (Pollin, 2007, Dichter, 

2006; Sen 1983; Elson 1993).  State level factors are ignored in bottom up development 

plans like microcredit lending. ÒWhat would permanently help these poor people, and if 

not them, their children, are governments that get their acts together and provide 

structures, laws, and institutions under which peopleÕs evident interest in getting ahead in 

the world could be transformed into realityÓ (Dichter 2006, 3).  Dichter argues that 

microcredit lending is helpful for poverty alleviation but it is not a lasting solution to 

problems within a state (Dichter 2006).  Microcredit is not a solution to state level 

factors; the success is contingent on the conditions within a state.  Women are the focus 

of microcredit lending, so conditions within a state are affecting predominantly women in 

microcredit enterprises.  Conditions that are gendered, like womenÕs economic rights, 



 20 

would then have a more direct affect on success of microcredit lending because women 

are the borrowers.   

Because interest rates can become unaffordable to poor entrepreneurs, Pollin 

(2007) suggests state governed subsidies to alleviate such a burden.  ÒÉt he way to 

realize the promise of microcredit is to embed the best features of the model within a 

broader developmental strategy for promoting growth, decent employment, and poverty 

reductionÓ (Pollin 2007, 3).  If state governed subsidies are used to alleviate the burden of 

poor entrepreneurs, it is important that there is no gender related discrimination at the 

state level because these subsidies would be directly affecting women.  If governments 

are involved with microcredit and there is gender discrimination at the state level, 

microcredit would be negatively affected.   

If a goal of micro-credit is development as well as empowerment of women, the 

state level of analysis is important to look at because it either creates opportunity or 

hinders development.  While a bottom-up approach like micro-credit can be helpful 

because it has more potential to incorporate gender, it can ignore important top-down 

factors.  If state conditions, especially gendered conditions, are an important factor in the 

success or failure of microcredit, microcredit institutions need to be aware of state 

conditions that may affect outcome of microcredit initiatives.  

Another critique of microcredit is its limited empirical research that could 

potentially lead to incorrect assumptions and analysis. The economic successes of micro-

enterprises are notoriously difficult and expensive to measure empirically (Dichter 2006, 

UNDP Review, 2005).  Most evidence of success or failure is based on anecdotal 

evidence that may not show strong long run economic success (Dichter 2006).  There are 
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plenty of anecdotal stories that suggest microcredit lending is successful.  In this project 

alone I have introduced three stories of women that have succeeded in microcredit 

lending.  There are not many quantitative studies, especially analyses of how state factors 

affect microcredit success.  Peer reviews of microcredit programs are also difficult to 

collect, according to difficulties reported by a UNDP Portfolio Review of its Microcredit 

projects.  Because measurement is a problem, there is a potential that microcredit success 

is Òhyped,Ó encouraging recourses to be allocated for programs that might not be 

economically sustainable in the long run (Dichter 2006).   

Microcredit interest rates can be high for poor people, even if they are what 

market forces dictate (Pollin, 2007).  ÒReal annual interest rates on group loans range 

between 30-50%, according to a 2004 survey in Microbanking Bulletin.  These rates are 

perhaps lower than what moneylenders typically charge, but remain punishingly highÓ 

(Pollin 2007, 2).  The question becomes whether these interest rates cause more harm 

than good, and if they are really intended for the poorest of the poor (Dichter, 2006; 

Murdoch, 1999).  Credit has the very real possibility of creating a large amount of debt if 

the entrepreneurial project does not succeed, which would be disastrous for the already 

poorest of the poor (Dichter, 2006).  The poorest of the poor that microcredit seeks to 

help are women, so debt incurred as a result of failed microcredit enterprises affects 

women the most. 

Contrary to YunusÕ plea for an alternate to wage employment in developing 

states, Pollin suggests that wage employment is important for microcredit success.  

ÒÉw hen the wage-paying job market is strong, it means that the number of people trying 

to survive as micro entrepreneurs falls.  This reduces competition among micro 
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businesses and thereby improves the chances that any given micro enterprise will 

succeedÓ (Pollin 2007, 2).  More wage employment also means that people will have 

enough money to buy micro entrepreneurs merchandise or services (Pollin 2007).  If a 

local market becomes saturated with entrepreneurs funded by micro credit loans, there is 

a risk of copycat businesses and less experienced borrowers (Dichter, 2006).  This would 

suggest that microcredit lending will have diminishing success from year to year as the 

market is saturated.  

Dichter questions the assumption that credit will be used strictly for 

entrepreneurial purposes (2006).  Credit is generally used for consumption purposes in 

the North where it is widely available (Dichter 2006). It is not necessarily reasonable to 

think that credit seekers in the developing nations will use it differently than people in 

developed nations (Dichter, 2006).  If women are expected to take care of household 

expenditures, there is a greater chance that loans allocated for a business will be used for 

household expenses in times of need (Elson, 1993).  For example, if a child becomes ill 

and a loan allocated for the use of purchasing a loom, that money might be used to 

purchase medication for the ill child.  In this case, a womanÕs household role is against 

the purpose of the loan (See for example Wright 2000).  It is difficult to judge if the loan 

was used appropriately in this example.  

Another critique of microfinance is that women often feel pressured to give the 

loans that they receive to the male of the household, undermining the empowerment 

purpose of microcredit.  If the man of the household invests the loan, he will not 

necessarily use it to empower the woman of the household or use profits in the same way 

that the woman would.  Some literature suggests that even though the woman would not 
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be controlling the funds directly, this will indirectly improve her standing within the 

family and community by becoming an avenue of credit for a household.  ÒThis practice 

of giving loans to the husband to use is usually economically rational, but careful 

examination of the evidence suggests that it also typically strengthens the position of the 

woman in her familyÓ (Wright 2000, 4).  If women control a portion of the money in the 

household, they become a Òcashbox,Ó and have some sort of power over how and when it 

is used (Wright, 2000).   

Based on the literature pertaining to microcredit lending, feminist international 

relations, gendered economics, and humanist theories, as well as relevant critiques of 

microcredit lending, I expect to see a relationship between state oppression of women and 

success of microcredit lending.   

 

 


