MICROCREDIT
MELTDOWN

CRYSTAL MURPHY




Microcredit Meltdown

EBSCChost - printed on 2/12/2023 7:57 PMvia . All use subject to https://wmv. ebsco.coniterms-of -use



EBSCChost - printed on 2/12/2023 7:57 PMvia . All use subject to https://wmv. ebsco.coniterms-of -use



Microcredit Meltdown

The Rise and Fall of South
Sudan’s Post-Conflict Microcredit
Sector

Crystal Murphy

LEXINGTON BOOKS

Lanham ® Boulder ® New York ® London

EBSCChost - printed on 2/12/2023 7:57 PMvia . All use subject to https://wmv. ebsco.coniterms-of -use



Published by Lexington Books

An imprint of The Rowman & Littlefield Publishing Group, Inc.
4501 Forbes Boulevard, Suite 200, Lanham, Maryland 20706
WWW.rowman.com

6 Tinworth Street, London SE11 5AL, United Kingdom
Copyright © 2019 The Rowman & Littlefield Publishing Group, Inc.

All rights reserved. No part of this book may be reproduced in any form or by any
electronic or mechanical means, including information storage and retrieval systems,
without written permission from the publisher, except by a reviewer who may quote
passages in a review.

British Library Cataloguing in Publication Information Available
Library of Congress Cataloging-in-Publication Data

Names: Murphy, Crystal, author.

Title: Microcredit meltdown : the rise and fall of South Sudan’s post-conflict microcredit
sector / Crystal Murphy.

Description: Lanham : Lexington Books, 2019. | Includes bibliographical references and
index.

Identifiers: LCCN 2018042642 (print) | LCCN 2018044252 (ebook) |
ISBN 9781498577397 (Electronic) | ISBN 9781498577380 (cloth : alk. paper)

Subjects: LCSH: Microfinance—South Sudan. | Poverty—South Sudan. | South Sudan—
Economic conditions—21st century.

Classification: LCC HG178.33.5643 (ebook) | LCC HG178.33.5643 M87 2019 (print) |
DDC 332.74309629—dc23

LC record available at https://Iccn.loc.gov/2018042642

€™ The paper used in this publication meets the minimum requirements of American
National Standard for Information Sciences—Permanence of Paper for Printed Library
Materials, ANSI/NISO Z39.48-1992.

Printed in the United States of America

EBSCChost - printed on 2/12/2023 7:57 PMvia . All use subject to https://wmv. ebsco.coniterms-of -use


http://www.rowman.com
https://lccn.loc.gov/2018042642

Contents

List of Figures and Tables

Acknowledgements

Introduction: New Countries Do Not Fall from the Sky

1

From a Galaxy Far, Far Away to the Souq:
Tracing the neoliberal tradition

Does Microcredit Work? The limits of what we know

I Can’t Exchange for Dollars But Will You Talk with Me?
Learning in a different way

Blueprints and Architects: The beginnings of
South Sudan microcredit

Cookie Cutters and Meeting People: The role of
postwar social ties in acquiring microcredit

What’s Trust Got to Do With It? The value of postwar
social ties within the group borrowing procedure

Borrower Breakdowns: Diagnosing postwar ailments
“They Think Food Grows On Trucks”: An industry diagnosis

Autopsy: The fall of South Sudan’s microcredit sector

EBSCChost - printed on 2/12/2023 7:57 PMvia . All use subject to https://wmv. ebsco.coniterms-of -use

vii

X

25
51

67

83

105

123
151
167
183



EBSCOhost -

vi Contents

Conclusion: Can We Learn From the Parable of South Sudan?
Glossary of Abbreviations

Bibliography

Index

About the Author

printed on 2/12/2023 7:57 PMvia . Al use subject to https://ww.ebsco.coniterns-of-use

211
231
233
255
259



Figure 1.1
Figure 1.2
Figure 1.3
Figure 5.1
Figure 6.1
Figure 7.1
Figure 7.2
Figure 7.3
Figure 7.4
Figure 9.1
Figure 9.2
Figure 9.3
Figure 9.4
Figure 10.1

Figure 10.2

Table 3.1
Table 7.1

List of Figures and Tables

FIGURES

Map of Sudan with 2005-2011 Boundaries

Sudan GDP Per Capita, 1960-2013 (PPP)

Sudan and South Sudan GDP Per Capita, 2008-2013
Comparing Lender and Borrower Experience

Varied Outcomes

Borrower Chief Complaints

Client Supply Sources

Reasons Former Borrowers Cited for Leaving

Most Difficult Aspect of Microfinance Procedure
BRAC Portfolio at Risk 2008-2012

Number of Borrowers in South Sudan

Average Loan Size of Three Principle MFIs

Average Loan Size, Three Principle MFIs Plus Equity
Global Number Borrowers and Poorest Borrowers,
1997-2011

Global Number Borrowers and Poorest

Borrowers, 1997-2013

TABLES

Interview Data Sources by Type
Sector of Borrower Businesses, BRAC 2008-2011

vii

EBSCChost - printed on 2/12/2023 7:57 PMvia . All use subject to https://wmv. ebsco.coniterms-of -use

12

15

15
117
145
153
155
158
158
198
205
206
207

216

216

71
154



EBSCChost - printed on 2/12/2023 7:57 PMvia . All use subject to https://wmv. ebsco.coniterms-of -use



EBSCOhost -

Acknowledgements

This project was supported by grants from the following institutions: The
Center for Unconventional Security Affairs, The Institute for Money, Tech-
nology and Financial Inclusion, Center for Global Peace and Conflict Stud-
ies, Intel’s People and Practices Research Group, UC Irvine’s Department
of Planning, Policy and Design, UC Irvine’s Social Ecology Alumni Fund,
Coalition Advocating Human Security, The Earl Babbie Research Center,
Chapman University Departments of Political Science and Peace Studies,
Wilkinson College of Arts, Humanities and Social Science, and Chapman
University’s Scholarly Creative Grant.

There are many people to thank. Foremost are those who shared their sto-
ries for this text. Most of you are not named but this really is for you.

Next are the mentors, colleagues, family and friends who supported.

Sandra Alvarez, Nevin Aiken, Robin Anderson, Amanda Apgar, Jona-
than Apgar, Samuel Arthur, Natalie Baker, Cameron Birge, Arthur Blaser,
Scott Bollens, Toast Boyd, Kayla Brons, Victoria Carty, Sean Carasso,
John Compton, Michelle Decker, Margie Dillenburg, Brittany Estrada,
David Feldman, Kevin Flynn, Patrick Fuery, Dalton Gerlach, Heather
Goldsworthy, C. Ann Gordon, Sarah Hall, dream hampton, Rebekah Hen-
dershot, Lynn Horton, Nubar Hovsepian, Jedidiah Jenkins, Ayana Johnson,
Daniel N Johnson, Jason Lankow, Karen Krenis, Lisa Leitz, Sarah LeMay,
Cecelia Lynch, CK Magliola, Timothy Martin, Richard Matthew, Bill Mau-
rer, Matt Maust, Erin Mosely, Heather Murphy, Charles Murphy, Prexy
Nesbitt, Reanna Ochoa, Daniel Thomas Olson, Nicole Pietrini, Taylor
Pietrini, Katie Pine, Cheryl Pollard, Rajagopalan Radhakrishnan, Katherine
Raines, Justin Richland, Carolina Sarmiento, Alexis Sutterman, Najeeba

printed on 2/12/2023 7:57 PMvia . Al use subject to https://ww.ebsco.coniterns-of-use



X Acknowledgements

Syeed, Marisa Tramontano, Emily Troshynski, Carolyn Vieira-Martinez,
Jamil Zamorano Walker Smith, Athalie Waugh, Daniel Wehrenfennig, Don
Will, Seanne Winslow Wehrenfennig, Tekle Woldemikael, Rebecca Zara-
goza Jackson, and Tom Zoellner.

Deepest thanks to all. None of us can do it alone.

EBSCChost - printed on 2/12/2023 7:57 PMvia . All use subject to https://wmv. ebsco.coniterms-of -use



EBSCOhost -

Introduction
New Countries Do Not Fall from the Sky

MICROCREDIT IN A NEW PLACE

I first heard about the dramatic changes occurring on the ground in what is
now South Sudan in early 2006. I was working in Uganda and began noticing
how shopkeepers were running out of what were previously abundant staples.
I ordered things like beans, or soda, and was told, “It’s not there.” People
were telling me that the reason for the shortages was Juba. “Everything is
going to Juba right now.” In a short time, Juba alone would be all the expla-
nation necessary. “And you know what? They’re getting like 7,000 Ugandan
shillings for the Coke up there!” That was about four US dollars in a place
where the usual soda price was 500 shillings (about 25 US cents).

Juba’s economic landscape became more fascinating and pressing to me
over the coming months, even though I still had yet to visit the place. I was
conducting my thesis fieldwork in Adjumani, a northern Ugandan district that
approaches what is now the southernmost South Sudanese border. Through
this work, I was exploring problems related to microfinance experienced by
Sudanese refugees who had been living in Uganda during the Second Suda-
nese Civil War (1983-2005). When the south of then-Sudan reopened, and
refugees were mobilized for the return home, solidarity groups (loan borrow-
ers who had guaranteed loans for one another and were accountable for one
another’s repayment) were defaulting on their loans en masse. There were no
checks on their obligations to repay loans before departing Uganda. This, of
course, was problematic for the lending institutions. Unpaid debts threatened
the stability of microfinance institutions (MFI) and their ability to service
those who remained local.

In that preliminary research, I explored the ways MFIs were incentivizing
repayment. The MFI incentives consisted of repayment-confirmation forms

1
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that offered clients larger loans upon return to Juba. As low-tech credit scor-
ing instruments were developed, I could not help but wonder who might use
these tools, where they would store certificates of completion, and what the
transaction would be like when they presented them to microcredit agencies
back home in Juba.

And then I took a mental step back from the logistics of the instruments
and reconsidered these individuals as people. I wondered what life would
be like for current and former borrowers who would be starting life again in
their home country. Would they need produce and bottled beverages from
500 miles of non-paved roads away? What exactly would they be growing or
selling as part of their lives as micro-entrepreneurs? How could they afford
to eat expensive produce and drink pricey bottled beverages?

Before I made my first visit to Juba, dozens of people who had been there
told me that it was expensive and I would need a lot of money to get by.
I was also told conflicting stories about how unsafe it was to carry large
amounts of cash. Some people warned me about chronic theft; others lauded
the trustworthiness of Sudanese people in general. In any case, I was told it
would be simple to access the money I had in my US bank account because
in a big city like Juba, like in Kampala, Uganda, there would be plenty of
ATMs available.

I arrived at a city bustling with people from many different countries,
dressed in numerous styles, speaking several languages, buying and selling
diverse goods. But there were no ATMs. And I could not access my bank
account. After two days of bouncing bus rides, with luggage still weighing
down my shoulders, a pool of sweat collecting between it and my back, I
stood in front of a clerk in a prefabricated shipping trailer that had been
converted into a temporary hotel. I calculated in a panic. The four hundred
US dollars I had on my person—enough to live lavishly in Uganda for a
month—would not suffice for even one night’s stay and a return bus ticket. I
slept without dinner for the first time in a long time.

On my way home, and for each day of the years that followed, I thought
about how exactly people coming from villages and camps forge lives in
Juba. This book is dedicated to finding the answers, as much as it is to the
ingenious people rebuilding South Sudan.

MICROCREDIT IN A NEW PLACE

Among the grain merchants, oil speculators and other “cowboy capitalists”
who arrived in Juba immediately after the 2005 peace accords were signed,
humanitarians wondered what could be done to usher the population into a
secure and prosperous future. Millions of displaced persons moved home that
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year, and thousands of outsiders provided help and supplies for the transition.
Technocrats wanted to introduce microcredit as a tool to alleviate the impend-
ing poverty.

Microcredit programs' give small loans to many people who are anywhere
between disadvantaged and impoverished. The idea is that a little bit of
start-up capital from a charity or bank will give the borrower the “push” he
or she needs to bring in more income. Microcredit is believed to be socially
transformative too; membership in a group-loan regimen is believed to have
the potential to increase the social capital of participants and collectively
empower groups of people. The borrower rises out of poverty while the pro-
vider gets more money to be able to keep providing loans. A win-win?

Sometimes. To a novice observer, microcredit appears to be a natural fit
for any post-conflict recovery toolkit because it alleviates poverty and pro-
motes social cohesion. However, microfinance has been both championed
and critiqued.

South Sudan was not the first place this had been tried. Muhammad
Yunus’s Grameen Bank in Bangladesh popularized microcredit with small
loans to the poor in the 1970s. The Grameen model was quickly deemed a
success, surged in popularity, and was replicated in over 140 countries—such
that lenders now provide the service to over 210 million clients worldwide.
Program directors, economists, and bankers hoped the approach could be
used in country after country, society after society. Even celebrities such as
Natalie Portman touted the benefits of microcredit, promoting the image that
microcredit programs can be a major tool in building flourishing, peaceful
societies. Many looked at microcredit as a panacea for poverty. This was not
all unwarranted; there has been success, after all.

However Juba is not Dhaka. South Sudan is not Bangladesh. South Sudan
is no ordinary poor country. It had and continues to have particular problems,
unique to its own state. Some of these were created as a consequence of civil
war but others predate it. South Sudan also had particular opportunities. This
book explores how individuals in South Sudan navigated the many postwar
changes by aligning with available interventions, including those by the
government, other states, the United Nations, and many nongovernmental
organizations (NGO). Some of the changes were quite jarring, but the pos-
sibilities for forging futures were also numerous. This work centers on the
nuance found in local experience.

As a doctoral researcher, political economy professor, and curious global
citizen, I traveled the region between 2008 and 2013 and interviewed over
200 people. Compared to before and after this period, there was a great deal
of investment and stability from violence. In the first three years, I learned
of many challenges vexing the program participants and those who served
them. At the time, independent statehood appeared imminent, and there was
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a palpable sense of hope in the air. But hope gave way to meltdown. When
two of three main microcredit financial institutions in South Sudan closed
shop and pulled out in 2012, it was clear that something had gone wrong
in the microcredit sector. At Juba’s microcredit peak, some 80,000 South
Sudanese were borrowing. By 2012 there were only a few thousand receiv-
ing loans, most of which were less impoverished than marginalized. The
industry had practically vanished.

This book looks at how microcredit worked, and importantly how it did not
work, in South Sudan. It analyzes the reasons for why it did and did not work,
and what lessons we can draw from this when implementing microcredit in
other areas. The reasons behind the meltdown were complex. We can learn
from these mistakes, but first we have to know what they were.

ROADMAP FOR THE BOOK

Chapter 1 “From a Galaxy Far, Far Away to the Souq” introduces the
book’s key concepts and situates the Juba case study in relation to the
broader fields of development economics and peacebuilding. It details how
the international community garnered support for developing microcredit in
South Sudan and lays bare the persuasive normative appeals for efficiency
of distributing finance and supporting borrower autonomy. The chapter
problematizes the dissonance between the popular tropes of international
development and the realities of development processes in the locations
where the programs are actually based. I invite the reader to question the
norm-driven (rather than evidence-driven) neoliberal assistance paradigm.
This critique forms the basis for appraising claims about microcredit effi-
cacy in chapter 2.

Chapter 2 “Does Microcredit Work?” describes exactly how analysts study
what “works” in international development in general and in microcredit
in particular. It discusses the problems of both institutional self-reporting
and abstracted, deductive research methods. Results of past studies con-
flict, neither presenting clear data as to whether microcredit improves lives
nor capturing the human experiences that should facilitate critical program
adjustments. This critical analysis of cornerstone microcredit studies thusly
demands a more robust research agenda: one using a mixed-method approach
that includes the voices of the actors (both on the microcredit side and on the
beneficiary side) involved.

Chapter 3 “I Can’t Exchange for Dollars But Will You Talk with Me?”
summarizes my approach and experience in filling in the research gap with
a mixed-methods approach. Those interested in conducting similar field-
work will find this chapter most useful. It is a commentary on recruiting and
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interviewing, researcher reflexivity, participant biases and expectations, and
the analytical process.

Chapter 4 “Blueprints and Architects” introduces the South Sudanese
microcredit story, including its guiding architects, their particular visions
for what was possible, and what scaffolding of support they put into place
to achieve their visions. It describes the approaches replicated by the MFIs,
including the standardized group-lending scheme and interest rates. Chap-
ter Four brings to life the long-running debate of the dueling approaches
to microcredit: the poverty lending approach that would service the poor
through subsidies, and the commercial model that would service people
who are less poor but would be commercially solvent. The two major MFI
actors in Juba each represented one pole of the debate, allowing the reader
to see how each method worked out in Juba’s challenging context. Imple-
mentation was more complex than any post-conflict best practice brief
could anticipate.

Chapter 5 “Cookie Cutters and Meeting People” follows what happens
when organizations attempted to replicate the successes of a tool imple-
mented in one context and applied it to a starkly different context. It analyzes
how model replication missed the mark through the prism of microcredit’s
first step: joining a group. The microcredit models replicated in Juba unwit-
tingly precluded some participants. By deploying the standard-issue group
loan procedure in Juba, the institutions practiced what I term “de facto pref-
erential lending.” Loans went to people with intact social networks, while
independent returnees had a harder time getting microcredit. Applying this
loan filter in Juba undermined the development goals the lenders had set out
to achieve. Post-conflict microcredit can and must attend to the social ties and
fissures that result from war.

Chapter 6 “What’s Trust Got to Do with It?” shifts the focus to the people
who used microcredit in South Sudan. It delves into the ways borrowers
navigated the co-borrowing process, specifically the nuanced social dynamics
of the group repayment. It analyzes how Juba borrowers evaluated potential
peer groups prior to joining, and how they managed relations during the loan
cycles. Borrower processes for determining trust and conditioning payments
were robust and ongoing processes, with outcomes that transcended simple
repayment. While some borrowers were content to discipline and enforce
payments, more frequently they rejected any conversion of social ties toward
economic ends. Borrowers practiced what I term “social anti-capital;” driven
by sympathy and compassion, many borrowers prioritized maintaining social
ties over creating the social tension required to recover money from each
other.

Chapter 7 “Borrower Breakdowns” scales back and reviews the great-
est challenges for former and continuing borrowers, and how they were
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addressed. Juba microcredit users toggled between the import system, the
retail market system, and the loan system—each with its own social, tem-
poral, and cost intervals. The chapter documents how borrowers made sense
of credit within a postwar economy that was constrained greatly by hyper-
inflation and import dependence. An examination of the practical limitations
experienced by participants alongside their responses to them, suggests that
microcredit was not hopeless but was in need of specific changes to accom-
modate the local constraints.

Chapter 8 “They Think Food Grows on Trucks” returns to the industry
view, this time of the local staff and management. Employees diagnosed
their clientele with cases of a so-called dependency syndrome, marked by
poor attitudes and failure to exhibit proper levels of independence. While
the dependency trope is effective at garnering support from Western audi-
ences, this local stereotyping impeded a proper diagnosis of the immediate
needs of borrowers. The chapter interrogates allegations of dependency in
light of the many structural conditions in contemporary South Sudan, con-
fronts the complicated nature of social interdependence inherent to lending
and processes of development, and calls on the reader to rethink the ideal of
self-sufficiency.

Chapter 9 is what I call an “Autopsy.” It zooms our lens into the 2012
turning point when the Juba microcredit industry was departing from poverty
lending in Juba. The autopsy of the crash includes reflections from former
members of the sector, describing the culprits in closer detail. The most
powerful drivers of the microfinance industry resolved to eschew the hard
work of financing the poorest, instead shifting its goalposts toward institu-
tional sustainability and profits. Ultimately, the chapter shows how the MFIs
were beholden to their own internal systemic dependencies, including their
debt ratings, requirements from headquarters, and problematic metrics for
success.

And lastly, in the Conclusion I close the book by summarizing what
unfolded in Juba microcredit, highlighting the sector’s departure from its
initial intention to finance the poorest members of society. The chapter rec-
ommends what practitioners can do to avert the problems we saw in Juba.
Tailoring programming to local circumstance is the key, and the chapter out-
lines some specific strategies for this based on the lessons learned in the text.
For microcredit to achieve its goal of getting capital to the poor, it needs to
let go of the black-and-white, charity versus banking binary it finds itself in.
Microcredit needs to go gray. The book closes with a call for transparency in
order to better inform donors and investors about the variety of microcredit
they are funding. Finally, I advocate filling the gap in subsidized grant funds
to make the loans affordable, responsive, and effective in challenging post-
conflict settings.
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PRIOR PRESCRIPTIONS FOR SOUTH SUDAN

For many decades, the odds have been stacked against what is now South
Sudan—the youngest country on earth—but in 2005, people all over the
world began to see hope. It was then that the north and south ceased civil war
and Southern Sudan was granted semi-autonomy and then an opportunity to
become an independent state six years later. This marked the start of a new
era. But the “new peace,” a refrain heard often around town at the time, was
not a blank slate for South Sudan. The disconnection between planned recov-
ery efforts by people in power and more locally directed approaches created
a reality where even the best strategies seldom saw the fruition they intended.
Citizens, subject to state prescriptions for centuries, responded with creativity
and resistance.

Many challenges for South Sudan were products of political or economic
factors, but others originated in sheer geography. Landlocked between
Republic of the Sudan, Ethiopia, Kenya, Uganda, Democratic Republic of the
Congo, and Central African Republic, South Sudan faced several obstacles
to development vis-a-vis its sometimes-tense relationships with neighboring
countries and difficulties reaching global markets.

Prospects for South Sudan now rest on shoddy foundations that were
formed even before the colonial period. Historian Douglas Johnson attributed
the beginning of the North-South disparities in the state to the Turco-Egyp-
tian regime in the eighteenth century. Southern economies did not develop
at the same pace as the north when “the dramatic expansion of slave-raiding
and slave-owning” began to take effect.>? Egyptian powers controlled Sudan
intermittently during the western “Scramble for Africa.” This was especially
significant in the 1880s, when Egypt’s struggling political system met the
Mabhdist Islamic Sudanese regime. Millions of civilians died in famine and in
war; the economy was decimated. In 1899, a young Winston Churchill wrote
one of the most famous accounts of this period in his The River War: An
Historical Account of the Reconquest of the Soudan. He argued that Egyptian
rule of the Sudan “was not kindly, wise, nor profitable. Its aim was to exploit,
not to improve the local population. The miseries of the people were aggra-
vated rather than lessened: but they were concealed.”

It is unsurprising that Churchill’s account of late nineteenth-century Sudan
focused on justifying, even encouraging, Britain to step in and “give peace
to warring tribes, to administer justice where all was violence, to strike the
chains off the slave, to draw the richness from the soil, to plant the earliest
seeds of commerce and learning, to increase in whole peoples their capacities
for pleasure and diminish their chances of pain.”* “What an enterprise,” he
wrote, “that an enlightened community may attempt is more noble and more
profitable than the reclamation from barbarism of fertile regions.”
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Churchill was not alone in painting the Sudanese people as backward.
Pre-colonial accounts almost universally described the region’s indigenous
economies as fundamentally different from the pro-merchant ethos spread-
ing down from Europe. Kuir Garang has criticized the ways in which the
South Sudanese ideas have been “historically downplayed” and “projected as
uncultured and uncivilized.” This tale of backwardness elicited intervention
by outsiders time and again throughout the region’s history.

The Anglo-Egyptian Sudan administered by both the UK and Egypt
(1899-1956) created social divisions that have endured into the present
day. British administrators used ethnic, religious, and linguistic differences
between the north and south to justify treatment of the two regions as sepa-
rate colonies. By 1930, this was formalized into the Southern Policy.

The south was the loser in almost every contest during the colonial era,
and its inhabitants did not always comply with rules handed down to them.
In 1922, colonial governors forbade merchants from traveling to the south.
Residents profited from the cash exports of beeswax, honey, ivory, tobacco,
and coffee only if they did business with illegal non-Sudanese traders.®
Another folly, known as the Zande Cotton Scheme, began in 1946, when
the “insatiable postwar demand for cotton” created a surge in profits for the
Sudanese governments.” This inspired administrators to move 50,000 Azande
from their villages in today’s southwestern South Sudan into artificial towns
like Torit to harvest and spin cotton. While the scheme was profitable in the
short term for the administrators, Azande people themselves did not prosper.
Their preference for the agrarian way of life, coupled with unsatisfactory pay,
eventually provoked mass riots.®

The South Sudanese have both resisted and adopted new, imported eco-
nomic traditions. E. E. Evans-Pritchard described social organization and
exchange in his 1930s ethnography of Nuer in South Sudan, a cornerstone
piece of anthropology.’ He portrayed a society whose economy revolved
around the inherited cattle wealth and transfer of brides. Few Nuer, he
wrote, “understood the concept of currency; fewer still understood the
impersonal principles of market exchange; and literally no one parted will-
ingly with a cow for money.” Occasional exchanges with Arab merchants
worked, even though they were characterized as gift giving that created a
sense of obligation to reciprocate. The process included “no idea of price
and currency in our sense” but rather connoted spiritual values of ransom
and sacrifice.'”

As colonial rule was coming to an end, administrators reported opposition
in the south to Islamic governance. British officials were said to have con-
sidered creating separate governments for northern and southern provinces,
however the consensus of British and Sudanese delegates at the 1947 Juba
Conference was that the south was too “weak” and “backward” to govern
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itself.!" Instead, the British-led Conference announced that north and south
would become one state, governed by an administration in the north.
Meeting minutes, confidential at the time, explained:

The main consideration is that the Sudan, though a vast country in area, is
small in wealth and population, and if the Sudan is ever really to become
self-governing and self-dependent it must not be divided up into small weak
units. Those who prepared the report believe that the sooner Southern and
Northern Sudanese come together and work together, the sooner they will begin
to coalesce and cooperate in the advancement of their country. This belief is
sincerely and genuinely held by many Northern Sudanese, and they hope that
by including Southern Sudanese in the future Assembly, the process of unifica-
tion will be hastened. I am confident that their recommendations are based on
the very highest motives, and think they do not seek opportunities of exploiting
backward tribes in the South.'?

The beginning of post-colonial Sudan entailed so stark a southern disadvan-
tage that war began almost immediately. In 1953, southerners held only four
of 800 seats in the legislature and by independence in 1956, the self-gover-
nance clauses that southern representatives had demanded as a condition for a
unified Sudan were absent from the constitution. The subsequent First Suda-
nese Civil War lasted fifteen years and ended with the recognition of some
southern autonomy. Though considerably less than the federal autonomy the
Southern Sudan Liberation Movement sought, the south became the Southern
Regional Government with the signing of the 1972 Addis Ababa Agreement.
The Regional Assembly could request, but not ensure, southern exemptions
from legislation contrary to regional desires.'*

Increased security in the interwar period (1972-1983) opened new trade
networks. Cattle epidemics and food shortages gave rise to the rapid develop-
ment of trade circuits, namely hide exports for grain imports.'* This period,
wrote Sharon Hutchinson, marked the broader Southern acceptance of new
ways of “earning”: cattle could be purchased with cash rather than inherited,
wage labor could be attained outside of the region (most often in Khar-
toum), and token gifts like bright clothing could be used for bride-wealth
purchases.!> With external influences came not only new economic patterns
but also new vocabulary used to describe, frame, and conceptualize them.
Whereas Evans-Pritchard in 1956 described that there was just a single verb
to signify both the acts of buying and selling in many Nilotic languages,'
Hutchinson observed that by the 1980s, the acts of buying and selling, for
example, were linguistically distinct.!”

The Second Sudanese Civil War started in 1983 in response to President
Gafaar Nimiery'® putting Shari’a Law into effect in both the north and south.
This law defied the limited southern autonomy that had been established with
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the Addis Ababa Agreement. When Omar al-Bashir and his officers gained
control of Khartoum in 1989, they aimed to build a “New Sudan” organized
by Islam, by the Shari’a as interpreted by the National Islamic Front, and by
the Arabic language. John Garang was leading the Sudanese People’s Lib-
eration Movement (SPLM) in a fight for a single democratic Sudan, but the
SPLM members largely aimed for self-determination or an independent state.
After a decade of factionalism, Garang and the SPLM eventually coalesced
on the ideal of southern self-determination.

The Second Sudanese Civil War halted many of the interwar trans-
formations of the southern economy. Rural territories in the region were
abandoned, and tense relations with northerners further curtailed trading.
Military planes coming through Khartoum were necessary to deliver goods
from outside the south, and most goods were sold to those affiliated with
the Sudanese government. Rarely did imports reach those without contacts
or living in rural areas. Costs fluctuated greatly through the mid-1990s until
transnational NGOs began to deliver goods and pay their employees in kind.
Prices soon steadied as a result of this, and local “peace markets” emerged,
as in Bahr el Gazal, a large town near the northern border, and stimulated
small-scale localized trade." Any economic stimuli that appeared during
the conflict periods, furthermore, were sporadic as it depended greatly on
outside factors.

One local fixture is worth mentioning: the biscuit is now ubiquitous
in South Sudan. You can find biscuits anywhere—from the fancy air-
conditioned Indian-owned supermarkets to the smallest of cardboard trays
held by hawkers on rural village roadsides. The least-hospitable tea server
would be reprimanded if they offer tea without sugar, but the second-
worst offense is to serve tea without a biscuit. Servers are asked for the
“companion,” should they forget. This sweet snack was first integrated
into the diet in South Sudan with the arrival of colonizing Britons devoted
to afternoon “tea time,” and is an emblem of market society transfor-
mation. The biscuit is one of many material objects Sudanese residents
appropriated and adapted for themselves, applying new cultural meanings
in the process. Shifts like these regularly occur not only in physical form
but also in language use and nonverbal customs, in order to effectively
communicate. In times of transformation, communities use objects and
symbols functionally. Commodities, ideologies, labels, and behaviors
appropriate the past into the new present so as to satisfy desires. Their
endurance through transitions demonstrates that the appropriators find
the thing—the vocabulary, the commodity, and so on—worth co-opting
for some purpose. However, and as this story will show, the ways these
processes are negotiated largely depends on the actors involved and the
resources available to them.
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JUBA’S NEW PEACE

On January 9, 2005, the Comprehensive Peace Agreement (CPA)* between
the Government of National Unity in Khartoum and the Sudan People’s
Liberation Movement in the south was signed. This came after the second
north-south civil war that had begun in 1983 had claimed the lives of over
two million civilians, and exiled four million Southerners to Uganda, Ethio-
pia, Kenya, Democratic Republic of the Congo, Central African Republic,
and Egypt.?! The CPA was a commitment to “the right of the people of
Southern Sudan to self-determination” through democratic governance
of the country that “is founded on the values of justice, democracy, good
governance, respect for the fundamental rights and freedoms of the indi-
vidual, mutual understanding and tolerance of diversity within Sudan as a
whole.”?? The Government of South Sudan was established with an interim
constitution signed that December, making Juba the capital of Southern
Sudan.? The signing of the CPA marked the beginning of a remarkable
transformation.

The Republic of South Sudan was established in 2011 with a referendum
supported by over 98 percent of the population. The title of James Copnall’s
2014 book, A Poisonous Thorn in Our Hearts: Sudan and South Sudan’s
Bitter and Incomplete Divorce, says a lot about the ongoing challenges. The
economic outlook for South Sudan places it behind the north and further
behind most of the world, however if you were to walk the aisles of the
markets today, what you would see is perhaps more meaningful, and more
hopeful, to the South Sudanese than anything written in grim headlines.
Markets now carry trinkets that are not desperately needed. Vegetables in
every hue of the rainbow traveled long journeys to be there. You might hear
laughter in dozens of languages. Despite the evident shortcomings, there are
new prospects for opportunity for the many of those who call post-conflict
Juba home.

Defining the post-conflict period can be difficult, even when there are clear
indications that hostilities have ceased. In this text, the post-conflict period
refers to 2005-2013. This is from when South Sudan signed a peace agree-
ment with the North in 2005, until late 2013 when internal conflict ignited the
South. That another conflict followed the Sudanese Civil War complicates the
usage of the post-conflict term here. Data collection for this text took place
in Juba during this period while the microcredit sector existed and through its
disappearance in 2012. My last visit focused on gathering field level informa-
tion for this project was in the summer of 2013. It is important to note that
the conflict that began in December 2013 was after the MFI doors were shut.
Historians might be tempted to write off the MFI failures as a consequence of
the new, internal conflict: that would be historically inaccurate. Nevertheless,
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Figure 1.1 Map of Sudan with 2005-2011 Boundaries. Source: BBC, “South Sudan
Country Profile.” (2011).

when I use the term “post-conflict” to describe the social or economic con-
text in South Sudan during that period, the definition requires some further
finesse.

Any post-conflict venue has a number of features—social, economic,
political, and others—that shape it. Several factors that have been observed
to characterize post-conflict economies both at the local and at national
levels include the following: lost lives, lost livelihoods, lost human capital,
lost income, broken or altogether lost political institutions, little rule of law,
devastated industry and physical infrastructure, and fractured social capital.
Importantly, the specific measures of these losses vary substantially from one
conflict to the next, and some people experience gains from certain conflicts.
For instance, though both classify as post-conflict, a low-income country like
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Liberia experiences the legacy of war in a different way than a middle-income
country like Serbia does. Several factors moderate a post-conflict economy.>*
These include the duration and intensity of the conflict, the degree to which
institutions and infrastructure were destroyed (and how long they had existed
prior to the conflict), how and whether citizens were able to endure the con-
flict locally or abandon the area, whether the state had abundant resources
(curses of mismanaged environmental abundance or degradation), and so on.
Of course, war causes significant changes in the structure of the economy.
Though there may be major reductions in certain industries, there may also be
production increases in specific, informal, and sometimes even illicit activi-
ties.? It also transforms political institutions.?® While it is not possible to trace
every shift as a direct response to the conflict, the opportunities created by
war—and the end of war—are often clear.

To simplify this very complex matter, when I use the adjective “post-
conflict” in this text to describe some part of the story in South Sudan, I do
not intend to address all of the possible ramifications of the transition toward
peace, but rather to highlight some noticeable experiences of the larger Juba
community. This includes the different ways that people described problems
based on where they were during war, what they expected Juba to be like on
their return, and what they believed was influencing their living conditions.

This text uses a grounded definition of the post-conflict. Instead of match-
ing what features were observable in South Sudan against one of many
available preexisting frameworks, I draw on the features described to me
by participants throughout my fieldwork for further analysis. Accordingly,
this definition of post-conflict is centered on the Juba experience of post-
conflict, and these categories will be elaborated upon throughout the text.
Some of these elements serve as background context, whereas others, as will
be shown, were seen as the orienting analytical features of what occurred
with the microcredit industry. The four main types of relevant post-conflict
features that the local residents reported, and I witnessed first-hand, are as
follows:

* The demographic disruption associated with the return of refugees, inter-
nally displaced persons, capitalists, and aid workers hailing from frag-
mented social networks created largely outside the country during the
conflict;

* The institutional changes associated with nascent state and local gover-
nance, nascent legal frameworks, and reliance on international actors for
social services;

* The high costs associated with rebuilding deteriorated physical infrastruc-
ture, including buildings and accessible roads;

* The unequal access to resources and opportunity among Juba citizens.
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The peace agreement meant large population flows into the South. People
returned to South Sudan by taking advantage of a variety of initiatives
when possible. A year after the signing of the peace agreement, the United
Nations High Commissioner for Refugees (UNHCR) transported the first
official Sudanese repatriation convoy of refugees from Kenya, beginning a
period of voluntary repatriation to South Sudan. Between the 2005 signing
and 2009, the International Organization for Migration (IOM) estimated that
North-South and South-South return movements had transported almost two
million people.?’” About 10 percent of returns were organized with UNHCR,
the Government of National Unity, and the Government of Southern Sudan.
The remainder of repatriates residing around regional urban centers, such as
Khartoum, Nairobi, and Kampala, returned largely by their own means, or
what the IOM categorized as “spontaneous” returns.?

By the 2008 Population and Housing Census of Sudan, there were 8.26
million residents in Southern Sudan;* however, those figures were hotly con-
tested in light of the impending vote on southern independence. The South-
ern Sudan Assembly Resolution No. 95/2008 complained that Khartoum’s
central bureau of statistics refused to share the raw census data. The results
indicated surges in northern regions such as Darfur and included Southern
internally displaced persons. The Government of Southern Sudan resolved
“to totally reject the Sudan fifth population and housing census results of
2008 which shall be null and void and shall not be used for any national plan-
ning whatsoever, least of all 2010 national and 2011 referendum.”*

Despite this disagreement, South Sudan’s population undeniably grew
after the CPA, especially in the capital city of Juba. Juba and its surround-
ing southern payams (local districts) had been sparsely inhabited during the
Second Sudanese Civil War; only between 50 and 150 thousand people lived
in all the southern territories.' After the first census was taken in 2008, there
was an average annual population growth rate of 4.3 percent. There was
another population surge with the 2011 independence. In the two years after
independence, Juba’s population was estimated to have more than doubled.
As this book goes to press, South Sudan’s population is estimated to be 11.3
million.*

From certain vantages, the economy steadily improved since the late
1990s. Sudan underwent growth in the interwar period and a boom into the
new, relatively more peaceful millennium. Capital and earnings poured into
the country at rates comparable to more economically powerful counties
such as India, Kenya, and Senegal. Average income in Sudan was twice as
high as those of Benin and Bangladesh. In the years following the CPA, it
rose and almost always remained over the thousand-dollar-per-annum mark
(Figure 1.2).
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Quantifying historical conditions in South Sudan remains challenging
because the country-level data is obscured by data from territories that have
changed over time. In other words, data from the World Bank and Popula-
tion Reference Bureau are arranged by country, and do not distinguish the
southern particularities including conflicts fought in the south, the effects of
industry, and the impacts of infrastructure decimation. Furthermore, the data
covering South Sudan alone reference only a few years in time.

State-level figures that aim to describe South Sudanese livelihoods can
shroud as much as they reveal.** Although we have combined data for the
bulk of their histories, there is only a small window (2008-2013) through
which we can view Sudan and South Sudan separately in terms of gross
domestic product (GDP). Sudan GDP remained fairly consistent and expe-
rienced some growth during the post-conflict period. On the other hand,
South Sudan GDP per capita virtually halved the year after independence,
from $1,814 down to $957, then began to recover in the following year
(Figure 1.3).

Why were poverty-reduction interventions rolled out when South Sudan
GDP was triple the “dollar per day”** metric definition of poverty? GDP
figures smooth average incomes across those that reaped the most from oil
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Figure 1.2 Sudan GDP Per Capita, 1960-2013 (PPP). Source: Data from World Bank,
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Figure 1.3 Sudan and South Sudan GDP Per Capita, 2008-2013. Source: Data from
World Bank, “World Bank Open Data.” (2014).
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revenue (to the order of millions and billions).** More than half of the country
was living below the poverty line.*

South Sudan’s population experiences significant rates of inequality. Its
Gini Coefficient, the measure of income distribution deviation among indi-
viduals within a country, was 45.5 in 2013.3 (Whereas a Gini score of zero
represents total equality among members of a given society, 100 represents
total inequality among the population.) In 2013 South Sudanese income
inequality was comparable to Qatar, Malaysia, and Kenya. This was substan-
tially more unequal than places whose inequalities are renowned like China
(37) and India (33.6) but quite less than South Africa (65.5). The substantial
income disparity in post-conflict South Sudan was apparent to the naked eye.
It was home to millionaires driving Hummers and extremely poor people
struggling to stay alive.

The most commonly cited explanation for such high inequality in South
Sudan involves oil, both a resource blessing and a curse. Newfound crude
oil exports contributed greatly to South Sudan’s economic expansion starting
in 1999, however other sources of income did not follow suit. In 2015, the
World Bank thus deemed South Sudan the most oil-dependent country on
earth; oil comprised 60 percent of its GDP and virtually all of its exports.*®
However, the majority of the population did not participate in the oil indus-
try. This scenario is often called a resource curse—when economies with
abundant resources paradoxically plummet; they are commonly explained
as occurring when the spoils are distributed unevenly.* This theory assumes
that the state is the primary mechanism for producing inequality, among other
precarious suppositions.*® Nevertheless, it is safe to say that in South Sudan,
the state did not use the money for much that directly enhanced the economic
capacity of its average citizen.

South Sudan gained access to a share of the oil revenue as mandated by
the CPA in the early part of 2006. Once this happened, the south earned rev-
enue from the north on the sales of oil through its pipeline linking reserves
to the global market. Those who ran refineries earned income directly from
petroleum sales and reaped in the benefits. A handful of multinational firms
also profited by helping transport, refine, and export its share of the oil. The
oil revenue from the Machakos protocol was delivered straight to the SPLM
government, but the revenue went mostly to Government of South Sudan
(GOSS) employees and security personnel.*! That left the rest of the popula-
tion without.

Survivors of the civil wars were not entirely without skills or capital, but
were still experiencing the devastating effects of wars. By 2009, just over a
quarter of the population aged fifteen and above was literate. Only 16 per-
cent of the overall female population was literate—among the lowest levels
in the world.*? Men that had trained for military service were stereotyped as
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avoiding other employment, but jobs were not easy to come by. Eighty-five
percent of the working population engaged in non-wage work, mostly (78
percent) in agriculture, which accounted for just 15 percent of the country’s
output.* Those who idealized cattle herding, agriculture, or private enterprise
had little means to do so with any profitable outcome. Capital was scarce.

ECONOMIC LIFE IN THE NEW SOUTH SUDAN

Establishing a state is no small task. The GOSS was hampered by its national
priorities. Some 40 percent of the national budget was spent on its public
sector and a “vast and growing army,” which only accounted for 8 percent of
the GDP.* In light of this, several countries, multilateral organizations, and
NGOs stepped in to fill the void in social services.* Total assistance to South
Sudan was an estimated US $1.6 billion annually, and external assistance
came out to more than 15 percent of South Sudan’s total GDP, and close
to half all government revenues. In 2012, the largest donor states included
the United States (US $472 million), followed by the United Kingdom (US
$96 million) and Sweden (US $47 million).* The Multi-Donor Trust Fund
South, which pooled funds from the Netherlands, Norway, United Kingdom,
European Commission, Sweden, Germany, Denmark, Finland, Italy, Iceland,
Greece, Canada, Spain, and Egypt, allocated over US $100 million per year
after the CPA signing.

Through all of this, South Sudan received roughly $100 in aid per capita,
yet people were still struggling.’ The reason for this was that not everyone
had the same idea about the best ways to spend it.

In Juba, local government agencies as well as multilateral, NGOs worked
to stimulate business and smoothen the economy through the transition into
sovereignty. Urban planning efforts in Juba were implemented to establish
marketplaces in recent years, but illustrated the old adage against “too many
cooks in the kitchen.” Several areas were designated for markets around the
town, but it quickly became overly populated and traffic-filled. To relieve
the pressure, planners expanded roads by demolishing several major trading
posts. This put vendors in very difficult positions. The 2008 thoroughfare
construction project, for instance, resulted in last-minute evictions of vendors
from their places of business. In response to the evictions, vendors had to
make choices about where to work next, and with whom.

Cultural diversity in Juba meant residents were constantly navigating dif-
ferent social and economic systems. The south is comprised of over sixty
groups and cultures, each having unique values pertaining to economic
life. Dinka is the dominant ethnic group, numbering over a million. Nuer
comprises the second-largest distinctive group, and then the smaller groups
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include Shilluk, Bari, Luo, Zande, and Madi. Each of these groups had dis-
tinctive customs that related to appropriate ways of transacting, as well as a
rich network of people they trusted and with whom they did business.

This is not to say that ethnic relationships formed within these networks
were the most important or even most salient when discussing market life.
Ethnic groups were salient for life, for language, for the assumptions that
one can make when meeting, greeting, sharing, or hosting for any South
Sudanese. But none of the South Sudanese encompassed singular identities.
These ethnic relations or networks overlapped with many other types of rela-
tions or networks. Networks created by displacement both inside and outside
the country were, for many purposes, far more influential for daily life than
ethnicity.

Language, for instance, impacts people’s prospects in all kinds of interac-
tions. Although South Sudan’s official language is English, much business
throughout the country is done in Juba Arabic, a regional vernacular, as a
majority of the population was raised with Arabic as the lingua franca. But
South Sudanese are also commonly fluent in several other languages, includ-
ing KiSwahili or French, depending on where they were during the war.
Additionally, citizens of South Sudan almost always speak a national mother
tongue from where they hail. Over seventy languages are spoken today in
South Sudan.*®

The knowledge of several languages fosters communication efficacy and
creates opportunities for the South Sudanese. All languages are valuable for
citizens; likewise, while people have personal relationships with the differ-
ent languages they use, they privilege none. Rather, they choose to speak the
language that is the most effective to communicate, given a specific context.
At the end of the civil war, Juba markets were swarmed with multilingual
buyers and sellers engaged in code switching, navigating the economic sys-
tems, and negotiating across multiple languages—some of which were only
recently acquired in exile.

Everyone came to Juba after the war with different resources and aspi-
rations. Those who underwent “organized return,” including people from
Internally Displaced People camps, received targeted assistance upon arrival.
Another segment elected to return to their homeland on their own and arrived
without sponsorship. A 2009 report by the IOM described how locating the
“spontaneous” returnees, “posed one of the greatest challenges to the interna-
tional community and authorities aiming to support this massive population
movement.”* In either case, South Sudanese were returning to a “home”
they never knew, or at least one they did not recognize, as it was vastly dif-
ferent from the one they had left two decades earlier. Either way, repatriates
faced a new economy they needed to negotiate in; even those who remained
in town faced a new economic landscape to navigate due to the newcomers,
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the international organizations aiming to facilitate peace operations, and the
consequential market changes.

South Sudan’s “high-risk, high-reward” atmosphere presented great pros-
pects for investors in a place that, as one journalist pointed out, “needs every-
thing.”>® Business soared in southern “virgin business towns,” while Juba was
labeled a “boom town” by East African news sources that encouraged Ugan-
dans, Somalis, Ethiopians and Congolese to seize investment opportunities in
the region.’! Despite being low-ranked on the World Bank’s “ease of doing
business” scale (159th among 183 economies),> prospects were endless for
tenacious businesspeople. The housing needed construction and the roads
needed paving. Not only were imported supplies required for these projects
but also food for all those doing the jobs. “This was cowboy capitalism in
its rawest state, unfettered by well-established rules, taxes, or insurance poli-
cies,” read a Boston Globe article in 2013.33

But international systems created obstacles for entrepreneurs. Economic
sanctions on Sudan from the west—for humanitarian violations including
the alleged harboring of terrorists by the north—limited access to the goods
required to nurture growth in the south during the Interim Period (2005-
2011) between the CPA and independence. Once South Sudan gained inde-
pendence, it was freed from almost all international sanctions on Sudan. The
United States, for example, authorized oil and technology industry activities
in the South by December of its first year as a nation.>*

Nascent markets also meant low levels of domestic production. Thus,
South Sudan relied greatly on imports from neighboring countries. Traders
thus played an important role in the local economy. Cleophas Lado once
described the “polyopoly” of the Jebella traders as the “absolute masters
of the political economy of scarcity.” The cash crops they traded created
“unprecedented opportunities for capital accumulation and consequently
unequal gain among members of society.”> Traders with lorries—trucks—
continued reaping significant profits in this distressed context, while those
without lorries paid dearly. The poor in Juba who did not own some means
of production were largely relegated to importing goods for retail.

The need for trading across borders made currency exchange an inevi-
table problem, as money transfer was an integral part of the process of
buying and selling. Cross-border currency prices thus became one of the
biggest challenges for anybody doing business in Juba. Those who man-
aged to get their hands on US dollars had stability against the vast fluc-
tuations in South Sudanese Pound values.*® The pound’s value against the
USD, for example, rose from 2.09 in December of 2008 to 7.2 in March of
2015.%" Devaluation benefitted investors, but strangled residents who relied
on—now costlier—imports for most goods. And even while many savvy
South Sudanese navigated between currencies with ease, another problem
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lurked beneath the surface, which cost many others: the black market for
currency.

Finance Minister Aggrey Tisa Sabuni complained that the black market
originally evolved because foreign currency was “insufficient to satisfy
demand.”® Others blamed the short supply of foreign currency on corruption
committed by officials and foreign-exchange managers.” Dollars from cen-
tral bank reserves were reported missing, and officials were accused of selling
their reserves early onto the black market.®® For many, this black market was
a symbol of broken promises in South Sudan.

Currencies were also not trusted. To explain this, I will share one of my
personal experiences with currency exchange. In 2008, I sought to change
Uganda shillings to either US dollars or Sudanese pounds because those were
the only two currencies accepted by my hotel manager. I went to a small
foreign exchange bureau building right in the center of town with signboards
reading, “BUY” and “SELL” just like those seen at international airports. The
teller said she could not exchange in “that way.” In other words, she could
have exchanged from pound to dollar, or dollar to pound, or several other
options, but not from shilling to dollar or pound. Without saying it explicitly,
the reason was simply that she could not buy Uganda shillings at a profitable
rate. So, she sent me to the “bus park.” (I learned later that the forex®! traders
with the best rates were invisible to the untrained eye.) I followed directions
to a row of vendors sitting under rainbow umbrellas, covered in red dust,
adjacent to an empty garbage dump. Each vendor had behind him a crate or
small table, upon which sat an open-backed clear box filled with stacks of
various monies. Several vendors’ umbrellas shaded friends who were keeping
them company.

After approaching several tables, a Kenyan friend of mine identified one
that appeared “somehow good”—in other words, the best option. I ended up
at Kampala Coach bus station offices. The traders were Buganda bus opera-
tors from central Uganda. The units of math between the currencies were
dissimilar, and thus the math involved was quite complicated. After some
confusion with my own calculations (too many thousands), I left with a 1.2
pound: 1 shilling rate. My one million Uganda shillings (roughly 500 US
dollars) became 1,200 pounds. Each of the five men surrounding the stall
counted the stack, passing the money between his hands twice to verify the
amount. Ten others watched from afar. Compared to International Exchange
rates, I lost about 20 cents on the dollar, or a sum of 88 dollars total through
the exchange. I may have lost 20 cents on the dollar, but that is nothing com-
pared to what people in South Sudan lost in the war and the failed aid policies
thereon after.

This book will take readers through the insider, outsider, and observer
perspectives of the South Sudanese microcredit endeavor. What you will
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probably find is that all the failings were in many ways predictable. Each
group we examine had a history, a culture, and a logic all of their own. The
surprises appear when we compare expectations across the different actors:
what planners expected from practitioners, what practitioners expected from
borrowers, and what borrowers expected to gain from participating. We learn
that flashpoints of dissonance arose not only from the cultural differences
between the outsiders and the insiders, but from dynamics internal to the
international organizations, and internal to the process of making and receiv-
ing microcredit on the ground in post-conflict South Sudan. The differences
in viewpoints and expectations created practical limitations. With this result-
ing friction, not everyone had the same power to devise accords.
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book focuses on microcredit, which is the borrowing instrument.
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Chapter 1

From a Galaxy Far, Far
Away to the Souq

Tracing the neoliberal tradition

“Microfinance has become a buzzword of the decade,” wrote Matthew Swi-
bel for Forbes in 2007, “raising the provocative notion that even philanthropy
aimed at alleviating poverty can be profitable to institutional and individual
investors. Instead of merely writing a check (then writing it off), why not
make a tidy profit from a short-term, high-interest loan, most for under $200,
so that a Mexican seamstress may buy a new sewing machine?”! With or
without the motive of making a profit, the idea of microfinance reconciles
well with the modern moral, capitalist ideology. Even Jeff Sachs and Bill
Easterly, leading public scholars of poverty who see eye-to-eye on almost
nothing about how poverty can be solved, have both praised the business of
microcredit.

Indeed, since the late 1970s, microfinance outreach has been colossal, with
some 3,600 institutions serving more than 210 million clients around the
globe—from Bangladesh and India to South Africa and Haiti.> Born in Ban-
gladesh, microfinance entered the public limelight in 1996 when David Born-
stein’s The Price of a Dream touted the Grameen Bank innovations based on
credit rather than charity. Ten years later, Grameen’s founder, Muhammad
Yunus, won the Nobel Peace Prize for this game-changing idea. This honor
brought further international attention to the economic innovation. Microfi-
nance continued gaining popular support by (especially Western) investors
and development practitioners in the developing world.?

Microfinance has attained this growth mostly due to its careful and suc-
cessful framing as a cure-all by appealing to deep-seated ideals held by
policymakers, individual donors, and practitioners. It is cast as a powerful,
and convenient, alternative to the state-centered, dependence-inducing aid
paradigm. Microcredit or microloans are loans made to the enterprising
poor. When they function properly, the loans alleviate poverty as individuals
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borrow, invest, and earn enough to pay back the debt.* The poor that receive
microloans are not considered “beneficiaries” of the aid industry; they are
instead regarded as “clients” of microfinance investors. As long as borrow-
ers are held accountable for repaying borrowed funds, investors can ensure
that their clients do not become “lazy” or “dependent.” Proponents say this
encourages a swift change from “expecting relief” to experiencing “sustain-
able development.” Microfinance helps the needy in the right way according
to the ideals of many policymakers, donors, and practitioners and thus sells
itself as a solvent business.

HOW DID MICROCREDIT GET TO SOUTH SUDAN?

In the mid-nineteenth century, one of Switzerland’s leading businessmen
and social activists Henry Dunant began advocating for medical services for
wounded soldiers. The nascent International Committee of the Red Cross
(ICRC) argued that once wounded or captured (i.e., incapable of fighting),
soldiers should be deemed neutral and worthy of receiving help. The ICRC
promoted the rights of wounded soldiers and prisoners of war as an issue not
of nationality, but of humanity, for the first time on a global scale, oppos-
ing references to immobilized soldiers as either friend or foe. So powerful
was this idea that in the following year (1864), thirteen countries adopted
the first Geneva Convention on those wounded in battle. Originating in
the Red Cross’s lobbying, these international laws on warfare, the Geneva
Conventions and the Hague Laws, still exist today. Early twentieth-century
humanitarian strategies tapped into a moral sense public obligation to this
new vision of neutral victims. World War I posters repeated compassionate
imagery of angelic nurses and catchphrases including, “Do Your Part” and
“The Best Mother in the World.” Other slogans included “All You Need is a
Heart and a Dollar” and “In the Name of Mercy Give!” For over a century,
poster advertisements not only asked for monetary donations but also pled for
the contributions of knitted socks and more.® Since then, kinds of aid and the
means of soliciting it have changed significantly.

The twentieth century saw not only the rise of charitable giving but also an
increased understanding that charity work can be done well or poorly. Lead-
ers in the field began gearing their work toward the most effective ways to “be
humanitarian.” Donors in some spaces began growing skeptical of those who
provide care. Professionals and scholars chastised others for what economist
Abhijit Banerjee referred to as “lazy giving,” ignoring the outcomes of char-
ity while thinking “that giving is good and the more money the better.” This
made it so “one need not think too hard about how the money is spent.”” In
the last decade, economist William Easterly as well as many others has not
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been shy to decry that, indeed, too many well-intended dollars have been
wasted on too few results.’

Such began the feverish search for a more thoughtful and responsible
approach to helping others around the world. This quest was reminiscent
of American philosopher John Dewey’s early twentieth-century reflections
on philanthropy, elucidating a desire to do the right thing, the right way.
Deliberation and thoughtfulness could be the antidote to harmful spending.’
This desire to combine intelligence with intention, while still promoting the
good of others, grew in the Western imagination into the twenty-first century,
becoming what professor Ananya Roy called “millennial development”—
evoking “the modern, Western self who is not only aware of poverty’s devas-
tation but is also empowered to act upon it in responsible ways.”!° It became
clear that people who wanted to help had many different ideas about how
to do it, and these ideas about the nature of the problems led to widespread
trends in attempted solutions. To understand how microcredit became the
popularized “cure” to poverty, we must first understand the cultural history
of the program architects.

NEOLIBERAL IDEOLOGY IN
ECONOMIC DEVELOPMENT

The ideas about giving responsibly that gave rise to microcredit’s popularity
generally starts with the question of who should help, and then—how. Long-
running debates regarding the role of markets in development processes scaf-
fold these questions. When I use the term “neoliberalism” herein, I refer to
the broader, culturally ensconced logics that advocate market-based policies.
I use the term “neoliberalism” when tracing the recurring ideational features
that shape and connect multiple parts of the Juba case; this group of ideas is a
major part of the context within which the policymakers and donors operated,
as well as the borrowers. Indeed, many others have eloquently disputed the
veracity of neoliberalism—either as practice or as a cogent ideology.!' Few,
though, would argue that some overlapping tenets persist and reformulate
among various publics and continue to shape real policies. Features of this
cultural-ideological neoliberalism transfer through multiple units of analysis
in this case. The most pervasive idea among them conjures the “invisible
hand” concept taught in Western secondary schools; the notion of equilib-
rium or an ideal level of sustainability without intervention is key. In this
paradigm, the problem of poverty is exacerbated by welfarism, charity, and
the like. The ideal solutions can be achieved through individual or possibly
social, but never public responsibility. The second stream of ideas is inter-
related: the solution for an uneven playing field is a standardized template for
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economic prosperity that should work for everyone. Third, and also interre-
lated, is the notion that the problem of poverty is centrally about the absence
of capital. Within this third feature is the belief that wealth capital is separate
from the social and individual.

Although these debates date far further than a century prior, the more
recent, “developmental state” concept serves as a useful entry point to illu-
minate the context at hand. Mid-twentieth-century development economists
posited the notion that less-developed countries were caught in a poverty trap
due to “circular and cumulative causation”!? that could only be broken with
a “big push”? of highly active state intervention. Those who adopted this
school of thought advocated for foreign aid, national financial assistance,
and protectionist trade policies to deal with the failures of the market to
adequately employ, provide savings opportunities, and offer access to larger
markets. Even economist John Maynard Keynes—who generally agreed with
the classical view that the market could find the equilibriums of wages, price,
and employment—conceded that when market failure does occur, govern-
ment intervention is required to restore equilibrium (particularly that of full
employment). In effect, as Robert Gilpin suggests, this recognized that classi-
cal economics did not contain a uniform prescription. Instead, “Keynesianism
supported the fundamental assumption of development economics that less
developed economies were different from developed economies, and there-
fore the state should play a central role.”'

Perhaps the biggest challenge to practicing these ideas appeared with
the emergence of the World Bank (WB) and International Monetary Fund
(IMF), financial institutions both formed at the end of World War II at Bret-
ton Woods. As the Cold War waged, reform policies that reduced the role
of the recipient states became the dominant doctrine guiding international
assistance. This doctrine came to be known as the Washington Consensus,
which, according to John Williamson, marked the end of an “apartheid
which claimed that developing countries came from a different universe” and
brought them into the “orthodoxy” of an open, market-based economy and
macroeconomic discipline.'> The Washington Consensus “eventually came to
be perceived, at least by its critics, as an overtly ideological effort to impose
‘neoliberalism’ and ‘market fundamentalism’ on developing nations.”!
Accordingly, these institutions disbursed Structural Adjustment Policies
(SAP), or standardized loans and subsidy packages given directly to the
governments of poor countries, conditioned on factors such as the opening of
markets and the privatization of industries.

Eventually the Structural Adjustment Policies earned a long list of indict-
ments. Global development expert Nancy Birdsall’s thirteen-year study
of SAPs in Pakistan offers a superb example of such criticism. In it, she
observed that Pakistan had only experienced marginal improvements in
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certain growth metrics, but had overall undergone stagnation and even a
decline in social indicators—like education enrollment rates—during and
after the implementation of structural adjustment policies.”” Walden Bello
described how “adjusted and readjusted for nearly 20 years, Manila simply
could not climb out of a deepening hole,” which included its stagnation and
destruction of environmental resources.'® Naomi Klein’s declaration that the
IMF “shock therapy” in Bolivia instead deepened poverty by leaving hun-
dreds of thousands without jobs, pensions, or social services offers another
example.'

There were two dominant explanations for the travesty in regions like these.
Many claimed that the World Bank and IMF market solutions failed because
of corrupt recipient governments. Rent-seeking autocrats, they claimed, did
not see to it that the new neoliberal structures positively impacted the lives
of their vulnerable populations.?® State-directed assistance was criticized for
being permissive of elite capture?’ and was thought to actually “increase the
honey pot to be contested.”? Indeed, when considering the various types of
foreign aid through states, Easterly argues that “bad governments can sabo-
tage even the most well-intentioned aid programs.”” Even ordinary citizens
have thus become distrustful of governments. For instance, 63 percent of
Americans strongly disagree with the statement that African governments
improve the living conditions of the citizens of Africa.>* This is because
the contemporary Western imaginaries of aid, both at the popular and pro-
fessional-bureaucratic level, assume African political leaders to be corrupt.
Because of this widely adopted mentality, there is a push to avoid govern-
ments altogether when attempting to distribute assistance in African regions.

The efficacy of markets themselves has remained the subject of much
tumultuous debate among people in the field. The IMF became convinced
the SAPs failed not because of the nature of liberal markets, but because
their “reforms were uneven and remained incomplete.”” Economist Joseph
Stiglitz suggests a different rationale, contending that the IMF was an
instrument of “market fundamentalism” that ignored the science suggest-
ing neoliberalism was not by itself an efficient tool; instead, he pointed out
that market imperfections abound and called for intervention accordingly.?
Whereas the Washington Consensus asserts that markets alone can alleviate
poverty, the Post-Washington Consensus recognizes that the failure rests
partly with the market model itself, and acknowledges that the unfettered
market cannot solve all problems.?” Practitioners have been less responsive
to this explanation.

While the utter faith in markets that had been exhibited in the Washington
Consensus was slightly tempered by some policymakers, it lives on with
Western publics who enjoy the “winning side” of its effects in their own
lives. The seduction of free markets is an ongoing sentiment in Western
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culture—especially when states that get involved in them seem to do every-
thing wrong, argue Fred Block and Margaret R. Somers.?® Dani Rodrick has
observed this enduring romance as it applies even to among professionals
who are crafting policy: “how difficult it is to wean the World Bank’s country
specialists away from the Washington-Consensus, laundry-list, best-practice
approach to reform.””

At the turn of the twenty-first century, protests surrounding failure of
shock therapy led to the split between IMF and the World Bank under James
Wolfensohn.*® In his Goodbye Washington Consensus, Hello Washington
Confusion? Rodrik points out how the World Bank 2005 report “Economic
Growth in the 1990s: Learning from a Decade of Reform,” renounced a one-
size-fits-all set of best practices. The report emphasized, with humility, that
not all neoliberal reforms are good, and implementing more of them is not
necessarily the solution.

But the Wolfensohn contextualization of the “state as the problem” versus
the “neoliberal model as the problem” did not settle the debate on how to help
the poor. Instead, it focused on bypassing the state for provisioning aid, and
unrolling development programs in different ways. On Julia Elyachar’s telling,
social safety nets devised from the Structural Adjustment Policy fallout pushed
the neoliberal rhetoric toward the individual: “A development strategy built
around the needs of the people, and based on communities and small enter-
prises, was believed to be a palliative to the ills that globalization-as-develop-
ment has wrought.”*! Ben Fine observed a similar enthusiasm over the potential
to be found in the “social capital” unit of analysis.*? In both cases, the penchant
for outsourcing the work of development to the poor themselves seemed to be
able to skirt the original questions. This logic set the stage for microcredit’s role
in the World Bank and other development agency agendas.

THE ROOTS OF MORAL INDUSTRIOUSNESS

Theories of poverty on the individual unit of analysis—perceiving economic
status to be determined by personal choice—have deep roots in the Western
consciousness. Not only did these ideas shape the ways in which humanitar-
ian assistance eventually came to target individuals but they also became a
key referent for donors entering into the aid landscape.

The Protestant Reformation was a response to shifts in social understand-
ings brought on by the Renaissance, changes in geo-politics, colonialism,
and economics, played out on a broad religious stage. The overarching
theological disputes came down to whether or not men and women needed
the Catholic Church—including its priests and popes—as mediators to God.
Protestantism, in its various manifestations, emphasized that it was personal
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faith that merited salvation. However (and here is the important part for our
inquiry purposes), true faith was marked by good deeds.

The Parable of the Talents, told by Jesus of the Christian faith, was about a
rich man who delegated the management of his wealth to three servants. Two
wisely invested their money, doubled it, and were rewarded. One, however,
received less money than the others, did not invest it, and the master repri-
manded him.*® This example of the servant, who failed because of unwisely
burying his coins, was an indictment of negligence, established in contradic-
tion to the virtue of hard work. Later, this story was reinterpreted by largely
protestant communities as the virtues of hard work through the means of
capitalism. The enduring cultural remnants, transcending the pews, became
an important driver of Western capitalism as analyzed by political economist
Max Weber in The Protestant Ethic and the Spirit of Capitalism.>*

In his 1630 sermon, “A Model of Christian Charity,” John Winthrop char-
acterized charity as first a mandate to be an industrious capitalist capable of
earning and providing for oneself. He describes one who neglects charity as
“worse than an infidel who through his own sloth and voluptuousness shall
neglect to provide for his family.” In other words, excess should be given or
lent to the poor. This anti-sloth prescription was intended for the rich, not the
poor, but over time, the mindset shifted. The Protestant work ethic, centered
on industriousness, spread as an expectation of virtually all economic classes.
Weber marks the shift as occurring at the end of the seventeenth century,
when the Puritan battle cry became: “Giving alms is no charity.” Protestants
appealed to sixteenth-century theologian and reformer John Calvin, who had
expressly forbidden begging “on the part of one able to work, is not only the
sin of slothfulness, but a violation of the duty of brotherly love according to
the Apostle’s own word.”* It was this period that the Puritans, Calvin’s theo-
logical heirs, began building a system of workhouses for the unemployed.

From Reformation to American colonialism, the idea of poverty went from
being a modernization flaw to being evidence of individual moral failure.
These ideas pervaded domestic solutions to poverty in the West and spread
around the world through the word of colonizers and missionaries. Anthro-
pologists Jean and John Comaroff point out how, for example, the Methodist
mission originating in late eighteenth century carried with it an implicit mes-
sage “of salvation attainable through arduous and methodical self-construc-
tion. Its rhetorical forms were cast in the factory and the foundry, and its
model of orderly process was that of the self-regulating market . . .what had
become a moral economy.”¢

Historian Michael Katz traced American notions that the poor—rather
than the economy, or the state—were culpable for their condition to the
late eighteenth and early nineteenth century.”” According to Katz and Stern,
when the resources for redressing poverty are scarce, helpers have to decide
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whose needs, and which ones, are legitimate. This means prioritizing some
needs over others. Accordingly, they wrote, a line “drawn partly with moral
criteria, has tried with very imperfect success to distinguish between the
deserving and undeserving poor. In one form or another, this distinction has
persisted and still shapes policy.”*® Similarly, Viviana Zelizer showed how
the (im)morality assigned to the “underclass” worked out in American wel-
fare assistance when it changed from in-kind food to food stamps (vouchers
exchangeable only for food) to other more liquid forms of cash. New surveil-
lance policies highlighted the fear that poor people would misappropriate
cash assistance.* The poor were conceptualized as undeserving because of
their lack of responsibility; charity itself was thus indicted for reinforcing
rather than stopping this immorality.

Charity in its various forms, including social welfare programs, was seen
to create perverse incentives—mostly dependency on the system, counter to
imperatives of moral industriousness. Fraser and Gordon traced the geneal-
ogy of the term “dependency” as an ideological term as a postindustrial indi-
vidual pathology with a moral character.* In his 1976 presidential campaign,
Ronald Reagan told the story of a Chicago welfare recipient arrested for fraud
with “eighty names, thirty addresses, twelve Social Security cards . . . collect-
ing veteran’s benefits on four non-existing deceased husbands.”*! Although
social scientists overwhelmingly found that the lazy and fraudulent were in
the minority, the fraudulent “Welfare Queen” became among the most cir-
culated stories** to build a particular political agenda.** Few were immune to
the new mythology. Take for example the great lengths sociologist Charles
Murray went to in the 1980s and 1990s to “prove” that black unwed mothers
have more kids to get more welfare benefits.*

This notion that poverty is an individual problem that cannot be addressed
by dependency-inducing aid still endures now in modern political-economic-
religious circuits. In 2014, American megachurch pastor Rick Warren spoke
alongside Rwandan President Paul Kagame. A theme during the event was
that Kagame had applied the philosophy of Warren’s best-seller, The Pur-
pose Driven Life, in his approach to Rwanda’s impressive development after
the genocide of 1994. In sermon as well as in his writing, Warren offers a
highly individualist approach to personal and spiritual development. Warren
touted his church’s practical role in Rwandan development through support
of entrepreneurial programs: “they don’t need a hand out. They need a hand
up, to do it themselves.”

In the twenty-first century, the popular American conversation around aid
paints recipients as dangerously dependent. Frances Fox Piven offers a superb
summary of this, “the nineteenth-century view [was] that poverty is the result
of moral breakdown, and moral breakdown is encouraged by helping the
poor. Crusaders looked about them, saw the vast misery and disorganization
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created by industrial conditions, and concluded that the problem was that
too-liberal charity was encouraging the immorality of the poor.”* Where aid
has been provided for long periods of time, this view permeates; in particular,
it persists in the spaces where the consequences of colonialism and conflict
remain unresolved.

WHAT THE DONORS BELIEVE THE POOR NEED

You might wonder whether Muhammad Yunus found himself in the pews of
a Calvinist church while studying economics at Vanderbilt University, before
returning to his native Bangladesh to found the Grameen Bank. “When we
want to help the poor, we usually offer them charity,” he wrote in his book
Banker to the Poor. “Most often we use charity to avoid recognizing the
problem and finding a solution for it. Charity becomes a way to shrug off
our responsibility. Charity is no solution to poverty. Charity only perpetuates
poverty by taking the initiative away from the poor.”*® As such, microcredit
emerged as a response tapping into these mores — the poor can improve their
own fates through capitalism. The microcredit movement finds itself under
the umbrella of the broader movement labeled “social entrepreneurialism.”

Social entrepreneurs assert that social good can be done in a fashion that
promotes positive change, but that it should never be pure charity. Indeed,
within the language of the movement, “empowerment” occurs when “benefi-
ciaries” are instead considered “clients.” Clients can pay for their benefits, and
investors can then earn profits. David Bornstein’s popular 2004 book, How
to Change the World: Social Entrepreneurs and the Power of New Ideas,
showcased innovative, problem-solving people who “view the villagers as
the solution, not the passive beneficiary. They begin with the assumption
of competence and unleash resources in the communities they’re serving.”*’
This view asserted the capacity of poor peoples to discern what they needed,
and social entrepreneurs were thereon after poised to support their visions. In
this framework, those distributing the loans service the broader sociopolitical
project of enhancing the poor’s industriousness.

Business professor and founder of the social entrepreneurship academic
field J. Gregory Dees wrote about the unresolved tension between the “two
cultures” he saw at play in social entrepreneurship: “On one side, we have
the age-old culture of charity that is tied to heart and steeped in moral tra-
ditions from around the world. On the other, we have the more modern
culture of problem solving that is tied to head and emerged as part of the
scientific, industrial, and now entrepreneurial age.”*® (I note that Dees began
this article with a quote admiring Yunus’s wisdom.) Social entrepreneurship
in general, and microcredit as an instance of it, plays to both desires. Dees
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warned, importantly, that the tensions that exist in these projects—giving
versus markets, sacrifice versus investment—are strong and yet must work
hand-in-hand.

So the market side of the social entrepreneurship narrative goes thus: one
need not feel bad for making money while doing the good work of empow-
ering the poor. In this perspective, the needy are consumers. C. K. Prahalad
and Stuart Hart’s 2002 The Fortune at the Bottom of the Pyramid® presented
an explicit treatise to recognize the untapped market potential of the world’s
poor from this view. Products, from small bottles of Johnson and Johnson
shampoo to even housing, could be sold to the poor. Not only are there pros-
pects for investing in the poor, but a human security rationale behind it, too:
investment at “the bottom of the pyramid . . . means lifting billions of people
out of poverty and desperation, averting the social decay, political chaos,
terrorism, and environmental meltdown that is certain to continue if the gap
between rich and poor countries continues to widen.”*® The appeal to invest
was almost irresistible.

In theory, a spectrum exists between outright giving and expecting a full
return on investment; social entrepreneurs stake out positions along the spec-
trum. The World Bank’s Consultative Group to Assist the Poor (CGAP)’s
piece on this topic delineated between two veins: “impact first” and “finance
first” investors.’! Impact first investors might accept lower returns on invest-
ments as long as social outcomes, such as educational attainment or health
gains among recipients, are high whereas finance first investors would not.
Jacqueline Novogratz, whose Acumen Fund invests in developing world
entrepreneurs, describes such investment as the “opposite of old-fashioned
charity.” Like the other social entrepreneurs, she suggests that financial
returns are important. However, she also argues that success in microfinance
ought to include social returns for the recipients of investment as well. More
socially minded investors joined responsible “impact investment” vehicles.
Similar funds are collected by entities such as the Omidyar Network, Rock-
efeller Foundation, Aspen Network of Development Entrepreneurs, and the
Bill and Melinda Gates Foundation, to name a few. How do microcredit sup-
porters settle on exactly how to help—in other words, which method yields
the best result?

FRAMING MICROCREDIT

Poverty is complex, and how to address it is even more so. Historically
grounded theories such as Immanuel Wallerstein’s World-Systems sug-
gest that core or wealthy countries grew at the expense of poor, peripheral
ones.’? Karl Marx blamed the inherent violence of capital accumulation by
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the ownership class, and despite the enormous body of scholarly work that
has subsequently argued this, the villains are still mostly unclear to the aver-
age person. Slavoj Zizek commentated on the irony of trying to help from
within the very capitalist structures that created poverty in the first place.*
Even without feeling responsible for the suffering taking place elsewhere,
many people usually still guilt through the awareness of distant suffering.**
But this suffering is part of a complex, systemic problem, and if these issues
are beyond comprehension for the public, how do we begin to redress them?
Psychologist Arie Kruglanski would describe this dilemma as the need for
cognitive closure.”

Donors are also sensitive to frames that describe their beliefs about the
nature of poverty. Jessica Jackley, co-founder of Kiva, a popular website
that collects loan funds from individual lenders, says her organization “runs
on heartstrings” Although the phrase “have a heart” still recruits, it does not
as much as it did before. The appeal once held to assist victims of war has
changed along with the popular and intellectual paradigms on the nature of
poverty itself, and part of this is due to the fact that victim problems are now
different. I would argue that it is now easier for the international community
to sympathize with enemy combatants (Geneva Conventions on prisoners of
war) than it is with the less emergent poor. Devising solutions to poverty is
not so straightforward as what has for a century been enshrined in interna-
tional law. Emergencies imply a sort of worthy, blameless victim as incul-
cated by a coterie of aid agencies and international mandates. The causes of
poverty are much less straightforward than the bomb someone launched at
you, or the hurricane devastation.

Simplifying helps get through the disorientation. As a practical matter,
agencies that are looking for public support must frame their messaging so as
to pique the right sensibilities in prospective donors. Marketing charity is as
old as the field of psychology as there is a rich academic history in Communi-
cation Studies that illuminates the power of simplification in order to increase
engagement.’> Communications about assistance can only ever address the
“‘what to do’ question in a selective way” says Lilie Chouliaraki.’” Robert
Entman offers an overview on how the framing itself can diagnose, evaluate,
and prescribe. “To frame is to select some aspects of a perceived reality and
make them more salient in a communicating text, in such a way as to promote
a particular problem definition, causal interpretation, moral evaluation, and/
or treatment recommendation for the item described.”® The microfinance
institutions, and their public-facing fundraising agencies, advertise with pro-
spective donors in mind. If framed correctly, their campaigns express their
activities in ways that tap into preexisting constructs about the cause of the
need, to convince consumers that this is a respectable way for them to partici-
pate. The framing is threefold.
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The first part of microcredit reductionist framing is what Anke Schwittay
calls the “Financialization of Poverty.” Because the ‘“structural complexi-
ties of global poverty could easily become overwhelming and inhibit action,
presenting its problem in a simplified, financial way makes it wieldy and
actionable.”® She argues that such a simplifying sleight of hand, however,
sheens over the multifaceted, complex, and intrinsically personal stories
of poverty. Furthermore, Schwittay echoed Peter Edward’s concern that
the now-ubiquitous World Bank’s $1-a-day global poverty lines—purely
income-based—are mono-dimensional, reinforcing “poverty’s universalizing
definition as a common condition shared by poor.”®® Schwittay charts how
these financially reductionist notions of poverty mobilize finance-specific
interventions, “because only as a financial problem can poverty be alleviated
by financial means.”®' Yunus himself relayed that “the poor know that credit
is their only opportunity to break out of poverty”®> was case in point.

The second microfinance frame characterizes the qualities that “make” the
poor to be more like the rich. Throughout the twenty-first century, donors
wondered how to get people into the right cultural mindset. “If the poor
would only understand,” wrote Majid Rahnema, “what historically brought
the people of the North to higher standards of living and greater political,
economic and technological power, they, too, would no longer hesitate to
take the main highway of development.”% Microfinance proponents adopted
this frame when deploying the “discipline as empowerment” trope, referring
to the need for the poor to gain a sense of economic discipline. Microcredit
has tremendous appeal because it can, in one fell swoop, assure the poor
access capital as well as their responsibility. This rhetoric can be seen in
the celebrity endorsements of the programs as well as the web promotional
campaigns; these spokespeople calcify and spread powerful frames that spur
contemporary public engagement with causes. The singer Bono advocated,
“You know that mantra, ‘Give a man a fish, he’ll eat for a day, teach a man
to fish, he’ll eat for a lifetime?’ It’s missing something: microfinance is the
fishing rod, the boat, the net, etc. Cash and dignity, side by side . . . . Maybe
the mantra should be: Give a man a fish, he’ll eat for a day. Give a woman
microcredit, she, her husband, her children and her extended family will eat
for a lifetime.”®* Bono has been a prominent voice in the public conversations
around aid and development in recent years, but he is not the only one point-
ing to microcredit as a silver bullet.

Actress Natalie Portman likewise joined the ranks of celebrity-believers
in microcredit. The lending model itself piques heart-and-mind strings for
so many neoliberal-minded ears. When asked in an interview why she chose
to work with microcredit (of all organizations), she explained, “It’s a pretty
wonderful idea. . . . And it is a simple concept and really successful, and
its proven itself over the years.”® As if scripted by Pastor Rick Warren, the
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Portman video advertising microcredit began with “Lend a hand” written on
a US dollar bill.* Portman’s praise for microloans efficacy draws heavily on
descriptions about the lending model—the idea of it—itself. She spoke of
how borrowers can ascend within the system, “after women have been with
FINCA for a while and have proven their responsibility.” Proven responsibil-
ity, in this context, is empowering, so the story goes.

The third microfinance frame is exemplified by Portman’s praise that “it’s
sustainable,” compared to vanishing aid donations of yore: “you go in once
to a village, you put money in once, and that money continues forever.”
This happens because “the women pay back their loans with interest at such
incredible rates—it’s like 97, 98 percent—it’s better than wealthy people in
the United States—the money continues and it turns over three times a year,
so one amount of money serves three women every year—and their families
of course.” The allegedly high repayment rates pervade the public con-
versation around microcredit as evidence that it works.®® Not only does the
repayment rate trope imply that borrowers are disciplined and their priorities
are right, but it also plays to the perception that the assistance can perpetuate
without (immorality inducing charitable) subsidy.

Much of the microcredit zeal has been born from tapping into moral finan-
cial ideas in the absence of proof and sometimes even in direct contradiction
to actual findings. Dichter deftly stated that microfinance is an “immature and
unproven field, anyone can say almost anything, and with the public relations
surrounding the field, most of it goes unquestioned.”® The Star Wars actress
is but one of many celebrities advocating for microfinance from the limelight.
Advocacy and social networks have led Western donors to websites offering
public investment in microfinance, and this in turn fostered more zeal.

Microfinance institutions and their funding intermediaries use catchphrases
that pique the interest of their specific cultural donor community. They
know their audience well enough to characterize their work through tropes
that are effective and affective. Themes common to their websites include
messages of empowerment, agency, and discipline through the monitoring
of clients. For instance, the Grameen Foundation’s slogan is “Empowering
people. Changing Lives. Innovating for the world’s poor.” The notion that
microfinance is “life changing” suggests, in the semiology of philanthropy,
that communities change for the better, not worse. The phrase is paired here
with the term “empowerment,” which has nothing short of magical valence in
the popular culture of assistance despite much contention around the term in
academic and some practitioner circles.” Depending on whom you ask, and
how power is defined, empowerment can mean many different things. Jessica
Rowlands names a few, describing how empowerment can represent changes
that allow communities to challenge systemic constraints, increase solidarity
to challenge underlying assumptions, or increase “individual capacity and
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opportunities for access.””" Given the individual (if not isolating) nature of
microenterprises promoted in microfinance,” I interpret the industry’s use
of the term to leverage Rowlands’s last point. Microcredit empowerment
dwells within notions of individual capacity; it has little to say about bor-
rowers mounting power or collaborating to take on the system. Indeed, these
are individual borrowers getting loans to run their individual businesses. If
disempowerment is when one is lacking opportunity to access resources,
finance is deemed the only factor missing for each individual life to improve.

In this frame, the poor can all do great things that are worth funding. The
subtext quite loudly attends to the notion that without this particular tool,
the poor are unable if not unwilling to help themselves. Microfinance “helps
people to help themselves,” wrote Global Partnerships on their mission state-
ment webpage.”? FINCA similarly explains how participants “can affect their
own development.””* Another organization extended the ethos to incontest-
ably responsible parents: loans “enable them to provide for their families with
dignity and send their children to school.””> Messages extolling self-reliance
are everywhere.

MFI lingo thus speaks to the public’s concern with the poor’s pathologi-
cal dependency. Bangladeshi NGO BRAC does so explicitly, stating what is
good about this new path in contrast with the alternative. “Poverty must be
tackled from a holistic viewpoint, transitioning individuals from being aid
recipients to becoming empowered citizens in control of their own desti-
nies.”’® By obtusely contrasting the before-and-after picture of dependency,
their message is quite effective. Practitioners and propagandists celebrate the
active, working, laboring, and productive qualities facilitated by the loans.

Words are not the only way the appeal is made about these logics of
borrower worthiness and blissful autonomy. The language of microfinance
persuasion transcends letters. Shameem Black explains how the photos and
descriptions of borrowers on Kiva’s website “guarantee” an “emotional
return” from sentimental lenders by “singl[ing] out ambitions that resonate
with middle-class Western ideals, such as paying for children’s education,
expanding a business, and improving the security of one’s home.””” Anke
Schwittay analyzed the visually mediated elements of Kiva and CGAP’s
photo contest within this industry as well. She shows how snapshots taken
by Kiva Fellows are carefully staged so as to show borrowers active in their
places of work and smiling.”

Through these rhetorical processes, billions of dollars were raised around
the world to funnel into microlending. Loan monies hail from states, citizens,
and corporations alike as microfinance became popular among both private
and public actors. Governments now do microfinance as part of bilateral for-
eign aid deals, and they also organize through World Bank, IMF, and other
pooled funding vehicles. Public funding dominates two-thirds of microfinance
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investment overall (US $17 billion in 2012), according to CGAP, but private
funding is growing at even faster rates.” Private actors such as Citibank, Ser-
gey Brin, and Larry Page have invested noteworthy sums,® even while 1.5
million individuals take to Kiva’s online platform to lend in small amounts.

The money raised has outpaced scientific basis for microcredit’s effects
on the lives of its borrowers. As we will explore in the next chapter, there
exists no conclusive verdict on microfinance in “typical” developing societ-
ies. Indeed, criticisms of poverty finance have grown in recent years, in part
due to lack of conclusive data. Even less is known about its appropriateness
for underdeveloped and developing societies in the wake of conflict.?! Still,
practitioners continue to establish microfinance operations in the wake of
wars, and test the limits.

MICROCREDIT AS PEACEBUILDING

In the aftermath of war, peacebuilding emerges among matters of first impor-
tance. Societies once caught in the throes of civil conflict often tend to repeat
the cycle, popularly cacheted as the “conflict trap.” Although alternative
analyses, like that of Christopher Cramer, have suggested that conflict might
actually serve to produce new and potentially positive opportunity from the
chaos,¥ Economist Paul Collier et al. posit that post-conflict countries face a
high risk of future conflict and need to rectify the economic decay inherited
from wartime. Fast growth has potential for conflict prevention in post-
conflict societies, because in the long run it diversifies economic extremes
through increased income levels of the poorest.®® This is especially important
when considering that economic deprivation can be a source of civil strife
in societies where economic disparities coincide with geographic, ethnic,
religious, or tribal forms of social identity.?* Therefore, as economic dispari-
ties are reduced, the general welfare of divided societies can improve, and
become less prone to violence. In that vein, past UN Secretary General Kofi
Annan stated that “every step taken towards reducing poverty and achiev-
ing broad-based economic growth is a step toward conflict prevention.”%
Annan’s comment represents the core of peacebuilding logic examined in
this book.

Origins of the liberal peacebuilding paradigm bear mention. Rooted in the
international relations tradition of liberal institutionalism, liberal peacebuild-
ing came to posit that supporting liberal economies with market structures and
democratic policies is the best recipe for effective post-conflict peacebuild-
ing.% Much like neoliberalism in general, the “liberal peacebuilding” concept
has informed so many policies and programs in “fragile and conflict-affected
states” after the Cold War, that Roger Mac Ginty referred to the paradigm as
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preserving a “near monopoly” on peacebuilding operations.®’” Mac Ginty and
others worry that the “highly standardized” liberal peacebuilding model can-
not be sensitive to the nuance of each war affected population; its application,
suggest other researchers, can result in superficial changes at best, or corrup-
tion and inequalities at worst.®® In light of the inconsistent realization of these
ideas, others charge that the liberal peacebuilding discourse is “essentialist
and misleading,” bearing little resemblance to the actual mechanisms at
work in wealth production (e.g., a Marxist argument that capitalism keeps
wealth among the bourgeoisie) and therefore not an existing project at all.¥
Nevertheless, the dominant liberal peacebuilding paradigm set the stage for
microfinance in multiple important ways.

As with capitalism in general, the alluring reductionism of a path to peace,
which entailed a rolled-back state, persists throughout the time-honored insti-
tutions that deliver postwar rehabilitation assistance. Thus Graham Harrison
argues that the IMF and World Bank presence in conflicted countries is “para-
doxical.” The SAPs advocated by both organizations, he argues, undermine
opportunities for the recipient state to foster its public legitimacy through
social provisions. Despite the IMF’s narrow focus on finance, the Bank has
recognized that state investments (in areas including infrastructure and rule
of law, among others) are needed for the markets to improve conditions for
people after war. But, despite its rhetorical nod toward statebuilding, Harri-
son argues that the Bank ultimately depoliticized aspects of war like political
violence and governance, such that “one could cut all references to conflict
out of the [Bank’s] State and Peacebuilding Fund (SPF) documentation and
identify a fairly orthodox and generic World Bank program of neoliberalism
and good governance.”

How is larger-than-life liberal faith applied in practice, such that postwar
recovery can be achieved? “In short, international organizations and NGOs
are drawn together by a common policy framework of liberal peacebuilding;
however, they are very often divided in terms of specific programmatic orien-
tations and priorities.””! Anna Ohanyan describes this condition as “conflicted
concord,” wherein visions align but implementation does not.*?

The pressure to homogenize the “relief to development continuum” grew
within this time period. Debates about how to tackle poverty after conflict
have pitted advocates of relief, sustainable development, and state build-
ing strategies against one another.”® Until very recently, the post-conflict
assistance paradigm had followed a phased approach in which humanitarian
relief, reintegration, democracy training, and infrastructure aid were treated
as discrete and sequential efforts, almost always in that order, leaving eco-
nomic support until later stages of aid. But increased evidence found that
these phased tactics were actually impeding recovery by creating gaps in
donor budgets.** Donors grew increasingly concerned that aid was cultivating
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dependency among beneficiaries. Some even began suggesting that develop-
ment start as soon as a country reopens after conflict, bypassing the short-
term strategies of immediate aid efforts.” The praxis of large transnational
institutions began to prioritize growth-focused interventions much sooner
than had been done in the past by former standards of the aid industry.

This shift in institutional policymaker perspective occurred just as the
romance with microfinance had taken root in society as an exemplary anti-
poverty tool. Microfinance, now seen as a force for development, is being
applied to push people out of the relief-receipt demographic. Its application to
achieve the liberal peacebuilding vision takes as given the odds of neoliberal
success, expecting to surmount poverty regardless of the context.

Microcredit rhetoric not only presumes that loans enhance incomes in
generally poor countries but also claims that microcredit contributes to
peace. This faith-based logic emphasizes microcredit’s role in fostering
social cohesion by uniting people who are different in the group-loan process.
microfinance is a social process. Public relations operatives praise how loans
empower and create bonds; shared liability group loans are called “solidarity”
groups, and this group convening has a “role in social and political reconcili-
ation . . . through encouraging inter-ethnic economic activities, or by building
trust through multi-ethnic community banks or solidarity group lending.””

That microcredit could be seen as an important instrument for peacebuild-
ing?” is certainly an exciting extension of the conflict trap and dependency
theories, but grounds for these claims are unclear. For instance, Susanne All-
dén found that microcredit programs in Cambodia and Timor-Leste worked
well for some but not for all recipients, due to several internal and external
conditions.”® Geetha Nagarajan and Michael McNulty have pointed out how
some achievements in postwar microcredit experiments have “convinced
many of its use as a promising intervention mechanism in conflict situations
to reactivate the damaged economy” but emphasized that there was no con-
sensus about what worked among them.” There is still much to learn about
the contexts in which credit programs are rolled out, as well as the models
used to provide them.

THE WORKING OUT OF FAITHS

Proponents of microfinance were unwavering in their belief about what poor
people needed long before they reached South Sudan. The “public transcript”
of microcredit tells us how industry leaders and advocates popularized their
logic, but the industry was not a monolith. Behind the scenes are sharp dif-
ferences of opinion around the issue since the 1980s. Divergent lending prac-
tices that have serious consequences for the participants have followed this
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riff, and it is far from clear that microcredit supporters understand that they
are casting their vote in one camp or the other. This case study adds testimony
to that riff—one that is growing within the donor structures that buttress the
global microfinance complex. These historically rooted ideologies informed
policies, which then faced another set of negotiations when implemented at
the ground level, thousands of miles away from where the ideas originated.

Here in South Sudan, knowledge of microfinance’s “hidden transcripts”
becomes very important. Aminur Rahman suggested that behind the empow-
erment claims were a myriad of ways that microfinance agents monitored and
disciplined systematically vulnerable Bangladeshi women.'” Ananya Roy
uncovered a different form of hidden transcript of microfinance; in the halls
of policy makers, she highlighted the disconnect between the complicated
ideologies of the architects of the public transcript, and the public transcript
they put forth.'! Roy’s book, Poverty Capital traces what at first blush seems
like a distinct rivalry between the Washington model of microfinance and the
Bangladesh model. While the Washington model emphasizes commercializ-
ing MFIs, profits, and sustainability as a first priority, the Bangladesh model
instead asks not what lending can do for donors solvency, but what credit can
do for the “poorest of the poor.”

The Washington Consensus propagated by global financial institutions
emphasized the neoliberal overhaul of whole states, and that view reverber-
ated in the shaping of South Sudanese economic policy. What Roy referred
to as “the Washington Consensus on microfinance” was buttressed by institu-
tions like the World Bank, its education arm Consultative Group to Assist the
Poor (CGAP), and most USAID administrators. These institutions advocated
for the microcredit industry to be as market-driven as possible, many hav-
ing noticed opportunities to turn noteworthy profits on the loans. Still others
focused on opportunities to charge higher interest rates as a way to extend
government subsidies.!”® As a corollary, such a policy shift would leave out
the poorest clients as they would be considered a prohibitively risky popula-
tion to invest in. It reimagined microlending to slightly less but “economi-
cally active” poor people as a process that would trickle down benefits.

On the other side, the Bangladesh Consensus on microfinance advocates
created “Microfinance Plus,” also called “Poverty Lending,” a program that
placed microfinance in the broader landscape of social protection for the poor,
and thereby required attention to training and services alongside credit pro-
vision.!” The Bangladesh view on poverty realized relatively early that not
all poor people were ready for full-fledged microloans. Modifications from
the original Bangladesh loan formats, such as Grameen II, instituted flexible
repayment schedules that could accommodate a greater variety of market
activities. BRAC, another major Bangladeshi microcredit provider, offered
loans packaged with health and enterprise training. Such modifications
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continue to be the subject of debate, with commercial credit purists decrying
such strategies.

Roy called the “battle of these paradigms . . . a fierce and important battle
for the soul of microfinance.”'® On one side, microfinance is a market-ori-
ented bank and on the other, it is part of an NGO-development organizational
structure. Neither side has been exempt from critique. The commercial model
is charged with predatory lending, and the poverty model for costliness and
creating dependence on donors. This paradigm battle was also fought in
South Sudan.

All of the ideas and monies supporting microfinance in South Sudan were
imported, as was everything sold by borrowers (atypical to most everywhere
else such loans are given). The two biggest actors on the MFI scene represent
the poles of the Washington and Bangladesh microfinance ideologies, though
several other interwoven actors had different ideas about what to do along
with the amalgam of state and non-state actors involved in the provision of
credit. Incentives were thus both economic and moral.

This book observes a test—on the battlefield of ideas—to see if one side,
both, or neither had anything to offer a hyper-everything postwar economy
in South Sudan. After all, the world in which their experiments occurred was
much more nuanced than their historical ideologies alone could explain. The
field-level staff had mandates to follow and were, to varying degrees, incul-
cated into their companies’ different cultures before they began to interface
with those who might be clients. Borrowing from what Tim Mitchell calls
techno-politics, “the projects themselves formed the science.”!®

Microfinance in South Sudan included the workings-out of faith and doubt
through experimentation on the poor. It seemed to have started as a well-
intended campaign. However, like the “poorest of the poor,” those living
in many post-conflict countries are risky borrowers. They are expensive to
service and their businesses are not sure to succeed. This experiment tested
the boundaries of the ideas. There were hiccups on the ground, and there were
hard external pressures. Costs of providing finance rose quickly, and when
MFIs found themselves at a fork in the road, they had to choose: either be
sustainable businesses or subsidize loans to remain inclusive. At their found-
ing in 2002 and 2006, each MFI took a different route, and by the year 2012,
their differences were dramatic.

The high costs of servicing these post-conflict poor moved unresolved
debates on lending methods to the front and center. Industry leaders absorbed
and recreated ideologies in their praxis. They had to decide what products the
poor would receive in light of rival mandates to service them in a way that
was financially sustainable. This is where push came awkwardly to shove.
If the poor are not like the rich, do you forsake them for those who are less
risky and do not need donations? If the poor need something different from
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loans to get out of poverty, then what is it? In other words, if the poor are
or should be like the rich, then what is required to bring them into the folds
of capital?

Finally—is it possible that what the poor need cannot be learned in Wash-
ington, DC, or Dhaka? The problem with much of the theorizing that drove
the material reality of what became not-so micro of credit in South Sudan is
that it was built on historical foundations far from the practice. Donors can
be skeptical of the pathologies of the poor, but so too can recipients judge
what is given. South Sudanese people are not simply subjects of develop-
ment. They have willingly experimented with programs offered, including
microcredit. They have developed opinions based on those experiences. They
have also been willing to push back against programs that do not work for
them.'” And while many development practitioners believe that their coping
techniques and resourcefulness can be capitalized upon to achieve organiza-
tional aims,'%” selling new ways to earn a living first requires learning what is
actually needed from the poor themselves. Recipients have insight into which
programs will work for them, yet the global community has had a more dif-
ficult time assessing success beyond its ideological frameworks.
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Does Microcredit Work?

The limits of what we know

There is a story I heard many times in the field. The details vary but the
moral was consistent. In an African country, the women of a village must
walk several miles to get fresh drinking water and carry it back home.
Along came an NGO, which dug a new well right in the middle of town.
This, they said, would save time and energy for the women. The well-
meaning outsiders returned a couple of months later and found the well
broken. So they repaired it. They returned again a year later to learn that it
had yet again broken. They were puzzled that the community would take
such poor care of their well, boasting that the engineering should have
endured for quite some time. When repairing it the second time, they dis-
covered that the well had been broken intentionally—someone had thrown
a wrench into the gears.

The truth was that the women who had the most to gain from the nearby
well had sabotaged it because their walks to the distant well were their only
breaks from their children and their only chance to talk without interruption.
They did not like losing their communal time.

This tale serves as a fable to development practitioners. The good inten-
tions of outsiders are no match for what autonomous people themselves want
and need.! Writing for the World Bank, Judy L. Baker has said, “Despite the
billions of dollars spent on development assistance each year, there is still
very little known about the actual impact of projects on the poor.”? Often-
times, interventions are conceptualized in faraway places by people who
think very differently about what they posit enhances well-being. Those who
seek to be charitable need to understand beneficiary desires.

Some might say the money for that well was wasted. The well itself origi-
nated with a Western charity that wanted to provide the community with a
basic necessity for life: drinking water. Many people organized to raise fund,
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engineer, and install that well, believing their contributions would help Afri-
cans; this was, as we learned, not the case.

But this fable goes far beyond one well, and describes a macro-level prob-
lem with aid. The aid business, to start, is gigantic. In 2013 alone, US global
charitable giving to poor countries totaled US $335.17 billion, US $200 bil-
lion of which came from private donors.® Between the Official Development
Assistance, other official flows,* and private sources, the United Kingdom’s
capital outlay to developing countries totaled US $68.25 billion in 2012.3

There is a wide gap between intentions and effects in this phenomenon of
helping. Moreover, there is woefully little known about the giving and receiv-
ing ends of this dynamic process. When living standards in sub-Saharan
Africa are as poor as they were fifty years ago (in terms of GDP per capita),’
critics like William Easterly lament that the US $2.3 trillion dollars the West
spent in foreign aid during the last fifty years has been largely a waste of
money’—ijust like the well. If we knew what strategies worked, they would
have been already implemented, and circumstances would have improved in
poor countries. However, donors are compelled to give for different reasons,
and those motivations are rarely informed by what has worked. To further
complicate this, there are innumerable variables in considering what has
worked, when it has, and where.

Western plans for Africa often missed the mark. The continent is littered
with abandoned agricultural and hydrological infrastructure left to rot in the
sun after donors lost interest. Decisions made in Amsterdam or New York
ignored the feelings of those “closest to the well” in an attempt to convince
their donors that their scientific progressive strategies will actually work. The
extent of the failures is difficult to chart, since donor states and multilateral
organizations seldom, if ever, publish the scope and results of their activities
abroad, even though a veneer of transparency comes from publishing dollar
amounts. Keeping track of impact across the board is a notorious challenge,
and the best science for microfinance and other international assistance pro-
grams is still not widely applied, or circulated to those prepared to fund it. We
know woefully little about how well some interventions work in comparison
to others, but there have been several notable attempts to improve our under-
standing. Because of this, some conclusions are apparent.

HOW WE KNOW WHAT WE KNOW
ABOUT POVERTY INTERVENTIONS

Though little is known about the success of development intervention across
the map, one research consortium that has made strides in this arena is Inno-
vations for Poverty Access (IPA).! Comprised of prominent faculty from
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Yale, MIT, Harvard, and others, IPA has assembled various research projects
to test the efficacy of several types of interventions, ranging from anti-malar-
ial mosquito nets to savings programs. The organization is popular, inside
and out of academia, and provides particularly useful insights into trends in
favored methods.

IPA research teams draw heavily on a practice called Randomized Control
Trials (RCTs). This, many agree, is the “scientific gold standard,” used across
a variety of disciplines. In this method of experimental research, one group
gets a treatment—say a medication—and another groups gets a control—
either nothing, or a placebo in some cases. Using this approach on sample
sizes of large numbers is the science for determining causality. In other
words, we have to compare people who “have” and “have not” to know what
is responsible for the remedy.

IPA researchers, together with institutional affiliates, perform these kinds
of studies all over the developing world, and they have uncovered some
truly remarkable findings. For example, I recently received a charming
email update from them that challenged me: “Most people get this easy quiz
wrong—will you?” appeared in the subject line. The quiz was introduced
with a comment that “One of the best ways to improve the lives of the poor
is through education but poor children in developing countries often miss
school for several days of the school year. Several programs have been
designed to get and keep kids in school so they learn effectively.” The quiz
asked if I knew which of three options, based on “thorough rigorous testing
from several programs,” is “extremely cost-efficient as well as highly effec-
tive in keeping kids in school.” Is it:

A. School Uniforms
This program offers students a free uniform to reduce a family’s
school-related expenses and associated stigma with sending a child to
school improperly dressed.
B. Girls Merit Scholarships
This program covers the cost of a girl’s education so that her hard work
is rewarded with more opportunities in the future.
C. Deworming Pills
This program provides deworming treatments at existing schools for
common parasitic worm-related infestations.

According to IPA’s research, deworming pills (a surprise to me at the
time) had the biggest impact in keeping girls in school.® The difference in
impact between programs was no small matter, either. Every US $100 spent
on deworming medicine added 13.9 years in school, whereas the other two
interventions combined did not improve attendance by even a full year.
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By comparing the benefits of various interventions against people who
receive none, scientists are beginning to measure what it is that works. These
findings are novel and could be helpful for donors and policymakers to better
direct funding. At the same time, this is not the absolute truth in what works
for aid recipients.!’ The results are limited in their ability to explain critical
nuances of development programming when put into practice. In other words,
we still have a long way to go.

WHAT WE KNOW ABOUT MICROFINANCE IMPACT

Microfinance has a mixed track record among its hundreds of millions of
participants around the world. Upon its inception in Bangladesh in the 1970s,
microfinance gained incredible fame for its purported ability to heal a host of
ills related to poverty. Formal finance requires collateral, but when studying
economics at Vanderbilt, Muhammad Yunus thought there could be another
way. Seeing that the definition of poverty, the lack of financial capital,
presented an obstacle to creditworthiness, he suspected social capital could
serve as a substitute. He developed microfinance loans to poor people in his
native Bangladesh, whereby group members could co-guarantee loans in lieu
of collateral or credit scores. Group loan contracts have members pay if oth-
ers miss a payment. Borrower social pressure to repay loans, according to
this logic, contributes to over 95 percent of microloans repaid in full and on
time. It is these high repayment rates that are central to popular claims about
microfinance success.

When the founder Muhammad Yunus and his Grameen Bank won the
Nobel Peace Prize in 2006 “for their efforts to create economic and social
development from below,”!! popularity surged beyond the policy commu-
nity to reach ordinary citizens. Rising skepticism of microfinance’s positive
impact claims began in the early 2000s'? but critiques were largely confined
to academic journals. Microfinance garnered some US $16 billion in 2007
and rose steadily to US $34 billion in 2014, according to CGAP Funders Sur-
vey estimates.!* David Roodman traced the increased number of microfinance
investment vehicles from twenty-three in the year 2000 to over one hundred
by 2008.'* Across donor regions, there was a noteworthy upward trend over
the time period discussed in this book.

Yet academic studies yielded mixed findings about microfinance outcomes.
From the earliest research, there was a pervasive interest in several relevant
factors. Though syntax varies by case study, researchers sought to understand
the scope of impact in quantifiable terms—the science of measured outcomes.
In particular, they focused their scrutiny on the amount of clients served
(often with a gendered headcount to measure the empowerment of women),
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repayment rates (demonstrating fidelity of borrowers and solvency of MFIs
whereby “anything below 95 percent is considered unsatisfactory” by donor
organizations'’), and financial metrics (whereby increases in income and/or
consumption signify poverty alleviation).'® What follows is an overview of
the most significant studies exploring these factors.

To begin, Hulme and Mosley (1996), in researching microcredit’s influence
on poverty alleviation, focused their inquiry on outcomes in terms of changes
in income. They found that better-off borrowers made the biggest improve-
ments in terms of incomes, but the poorest did not benefit in the same way.
When compared to control groups that received no loans, most people with
incomes below the poverty line ended up with less income after borrowing
microloans.!” They found that microfinance institutions by and large serve the
“not-so-poor” over the very poorest, even though institutions boasted their
assistance to the latter group the most.'”® Many MFIs began focusing their
lending, in tandem with this research, on the average poor compared to the
ultra-poor,' but this was not only by institutional design. Even self-selected
groups of borrowers were less inclusive of the poorest.” In all, while these
research projects originally set out to understand the impact of microcredit in
terms of borrower wealth, they failed to consider the important reality of how
poor people gain access to credit.

Similarly, in studying microcredit impact in terms of economic measures
in Bangladesh, which included a sample size of more than 1,500 participants,
Pitt and Khandker (1998) used World Bank survey data in a quasi-experimen-
tal cross-sectional approach, comparing borrowers with other villages that
met the membership requirements. They found that overall only 5 percent
of borrowers lifted themselves out of poverty—defined as having increased
assets and expenditures.?! Some scholars saw this as too modest,?* given that
lending reached a quarter of the population. Scholars also worried the result
missed factors that could have been relevant.”® But their project was novel
because it also found that consumption varied by gender. For women borrow-
ers, consumption rates due to microfinance were approximately 18 percent,
whereas for men it was 11 percent. This reinforced the donor culture of giv-
ing preference to female borrowers, as they were believed to provide for their
families better than men would with the newfound wealth.

Khandker (2005) followed up on those borrowers a few years later. By
comparing survey datasets of borrowers receiving distinct treatments, he
assessed that microfinance contributed only marginal improvements for bor-
rowers. Comparing data from almost 1,800 Bangladeshi households in 1991
and 1992 to 2,600 households (the originals plus new villages) seven years
later, he found average cumulative returns rose as much as 21 percent for
female borrowers. “The results are resounding,” he wrote. “Microfinance
continues to reduce poverty among poor borrowers and within the local
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economy, albeit at a lower rate. Moreover, because of better economic con-
ditions, the gains in real consumption were much higher for both program
participants and non participants over the study period.”* Khandker’s studies
were very influential in garnering popular support for microcredit.

In time, other scholars questioned the validity of the microcredit research
opus. One example of the many emerging critiques was the inclusion crite-
ria—how much land was held by participants. This factor ended up being a
bigger determinant than analysts had planned for in their analysis. In practice,
adjusting the model to include land holding essentially rendered the prior
outcomes moot.” These articles were highly technical, but the crux of the
matter: having a large amount of land might influence how much and how
well a person does with microcredit. (“How much” and “how great an influ-
ence” are subject to where the analysts draw the lines.) And of course, there
was the ongoing concern as to whether retrospective, quasi-experimental
methods from such a database could aptly determine success in the same way
as a randomized control trial.

The first major randomized evaluation that set out to understand the impact
of microcredit group loan products was launched in more than a hundred
slums in Hyderabad, India, in 2005. Between the launch of the evaluation and
2013, researchers compared half of the slums that were randomly selected
for an MFI with those that had not been. The studies found that borrowers
with greater opportunity for microcredit access were no more likely to start
any new business, although they were more likely to invest in existing busi-
ness, and start several at once. Overall, borrowers demonstrated no increase
on consumption in the short and longer follow-up terms. Three to four years
after the initial expansion, the researchers “found no changes in any of the
development outcomes that are often believed to be affected by microfinance,
including health, education, and women’s empowerment.”” These results
contradicted many prior speculations about the “miraculous” effects of
microcredit. Roodman and Morduch (2009) did a perfect job posing the ques-
tions raised by these inconsistencies. “Has the impact of microcredit varied
over time and place? Is the key that the Bangladesh studies were longer-term?
Or is the difference in methods?”

Meanwhile, other studies questioned if it was even appropriate to examine
the impact of microcredit through the narrow prism of consumption. Evidence
emerged to reveal what is now called “debt recycling.” For example, using
a variety of research techniques including semi-structured surveys, group
discussion, and participant observation of seventy-four borrowers, Gehlich-
Shillabeer (2008) found that the poorest people used loans directly for con-
sumption rather than investing in their businesses. It turned out that what
borrowers consumed, and when, mattered to their individual success. More-
over, she also found that borrowers frequently (approximately 60 percent in
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the Bangladeshi case study) took out multiple loans from other institutions
to pay off their debt owed to one another.”® Many concluded that this cycle
perpetuates poverty or hardship among borrowers rather than enabling them
to escape from these conditions.”” The typical institutional level of analysis,
which looks primarily to repayment rate, failed to observe such dynamics.
While some wrote off these findings as anecdotal to its limited sample size,
Gehlich-Shillabeer’s study was nevertheless groundbreaking for a country
renowned for having microcredit services available to virtually its entire adult
(and some adolescent) populations.

There was also the lingering question of how well borrowers did over the
longer term. Karlan and Zinman (2009) evaluated the impacts of the expan-
sion of individual liability credit in the Philippines, generally tailored for a
class above the poorest for whom group liability loans are designed. They
found that loan recipients, compared to their control group counterparts,
did not experience an impact on household income or consumption after a
year-and-a-half time span. The researchers deduced that some lasting invest-
ments were being made, however they were unable to discern that participant
investments were occurring in the business activities that microfinance pur-
ports to foster. Instead, the size and scope of businesses in which owners had
received individual loans had shrunk. Though the study found that statisti-
cally, borrowers were more likely to send a relative to school, it found “no
evidence of improvements in measures of subjective well-being; if anything,
the results point to a small overall decrease.”* Karlan and Zinman conceded
that while the results were meager for the relatively upper-class borrowers
they observed, “the fact that we find little evidence of effects on those with
lower-income within our sample frame does not bode well for arguments that
impact is biggest on those who are poorer.”!

Crepon, Devoto, Duflo and Pariente (2011) found from their randomized
evaluation in rural Morocco that microcredit significantly increased access
to credit.’? In that study, they found on average no changes in terms of con-
sumption, family health, or education rates as measured by studies elsewhere.
However, their analysis uncovered one distinction between borrowers that
had particularly noteworthy influence in livelihood outcomes. When separat-
ing borrowers by whether or not they had preexisting self-employment at
the time the intervention began, they found that borrowers without prior
self-employment activities increased consumption, especially on food and
durable goods, but yielded no improvements in business outcomes. On the
other hand, borrowers who were self-employed at the beginning of the study
decreased consumption but were more likely to expand the scope of their
businesses. When averaging results from all participants’ net changes in
investment to businesses and personal investment, the nuance between the
winning and losing choices were lost.
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One recent study compared various microcredit models including loans,
cash grants, and a combination of business skills training paired with pro-
grams in 1,550 micro-entrepreneurs in Uganda. Fiala (2013) performed an
ordinary least squares regression® accounting for a range of characteristics
(individual ability and patience levels, gender, family pressure as measured
by proximity, and regional market effects). The programs and their hybrids
were evaluated with follow-ups in the short run (six to nine months).
Outcomes measured business output—specifically profits—as the main
variable of interest. Comparing different survey arms that received one of
the four randomly assigned treatments or a control of no intervention, the
author found after nine months that loans (standard to the commercialized
microcredit model implemented everywhere) yielded no impacts. Men who
received loans supplemented with business training yielded on average
a 54 percent increase in profits from their businesses, while no increases
were seen for women. In fact, women who received either the loans with
business training, or just the grants, experienced losses in incomes.** Fur-
thermore, despite increased income for several men, there were no findings
of increased consumption, savings, or expenditures on their children’s
health.*

Overall, these studies contradict each other when it comes to microcredit
ability to cure poverty. While income and consumption rose in some places,
it declined in others. Microcredit worked better for some demographics than
others, in certain locations. In most countries, the poorest of the poor did not
experience the positive outcomes that the moderately poor did. In some areas,
women’s lives improved with microcredit, but in others, they worsened.
What remain are questions about what accounts for these vast variations. Do
they relate to local markets, the preferences of the intended beneficiaries, or
something else altogether?

SHORTCOMINGS OF POPULAR MICROFINANCE
MEASUREMENT APPROACHES

No study can do it all. Several qualities about the research described above
pose limits to knowing how microfinance changes lives. The past analytical
approaches are marked by a tendency to use quantitative data and random-
ized evaluations, and use primarily financial or pre-defined proxy metrics
to explain social phenomena. Each of these trends in research increases
knowledge about how microcredit works and yet fails to show why it works
this way.
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Reductionist, closed-ended data that is run only through statistical
analyses dominates international development research. Microfinance
research is no exception. Early evaluations were critiqued for lacking
respondent selection and longitudinal results because they were done in
single settings and without control groups.*® Early research could track
before and after changes, but could not discern whether the transforma-
tions were due to the microcredit programs themselves or other factors
too.¥ Since then, researchers have tried to improve their methods with a
move toward RCTs in this arena. New findings are produced through rep-
licating study designs across various sites, and using “large n” statistics
to compare effects among those who received credit with control groups
who did not.

Meanwhile, some scholarship evolved beyond the financial frames.
There has been a recent move toward utilizing alternative indicators to
know whether or not programs are successful with respect to social param-
eters. One example of such use of indicators to measure social progress
is the concept of “women’s empowerment,”*® which counts variables
like birthrates and education. The donor and policy assumption is that if
women are doing well, or are empowered, they would seek more educa-
tion and have fewer children. For example, one important study of the two
biggest providers, Grameen and BRAC in Bangladesh, evaluated the out-
comes on the following “indicators of women’s empowerment: mobility,
economic security, ability to make small purchases, ability to make pur-
chases, involvement in major household decisions, relative freedom from
domination by the family, political and legal awareness, and participation
in public protests and political campaigning.” The study said that women
improved according to those frameworks.** However, competing stud-
ies demonstrated that sometimes the variables they used in tests did not
explain the social dynamics that also played into the women’s increased
access to capital. Phenomena as complex as “intrahousehold power rela-
tions” must be evaluated with serious involvement of the borrowers them-
selves, argued Naila Kabeer.*

Some of these reductionist measurement strategies shrouded real social
problems. For example, in keeping with the above gendered empowerment
logic, while many scholars claimed women were growing empowered by
microfinance, Aminur Rahman (1999) found that participants who came into
new funds and/or increased autonomy were more likely to be involved in
domestic disputes.*! Issues also arise when microcredit procedures clash with
local norms. Lamia Karim’s 2011 ethnography, for example, cites examples
of how most Bangladeshi microloan users were not in fact the women in the
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borrowing program, but their husbands, and the failure to repay microloans
resulted in amplified shame on the poor women.*

And then there is the story of the largest public failure of microfinance in
history that occurred in Andhra Pradesh, India. In 2010, accounts of mul-
tiple borrowers committing suicide made their way to mainstream media,
revealing that hundreds of borrowers had grown desperately unable to meet
the demands of the loans. Philip Mader explained that “Indian microfinance
institutions pursued reckless growth at all costs and ignored all warnings
in a particular environment inherited from the past.”** Whereas many of
the hallmark studies about microfinance success vis-a-vis high levels of
repayment originated in this part of Southeast Asia, they had not noticed
what was happening at the individual livelihood unit of analysis. Borrowers
constantly found themselves poorer than before engaging in microcredit,
as they were unable to satisfy the demands of the loan terms. The pressure
from the lenders and co-borrowers proved too great. Like the 2008 Gehlich-
Shillabeer study described earlier that had found that borrowers were recy-
cling their debt, here institutional-level and even individual-level research
failed to see the predicaments affecting borrowers, too. Occurrences like
these support the arguments of Milford Bateman: microfinance may work
for the financiers who see profits and the MFIs who see employment, but
not necessarily the poor.*

Microcredit is not just a bank from which people borrow money, only
interacting when depositing money or cashing out. When engaging in
microcredit, borrowers are responsible for making payments if a colleague
fails to make his; in this way, it is highly social. Because of this, and
because poverty is more complex than economic constraint, researchers
have tried to understand how the social dynamics involved in group-
lending work.

CASE STUDY OF A CASE STUDY

In 2005, Dean Karlan, founder of IPA, conducted a study to learn about
the relationship between social capital and borrower propensity to repay
group loans and save money.* At the individual level, literature preceding
his work has defined social capital as a composition of the social skills and
networks that enable an individual to overcome imperfect information prob-
lems and form contracts with others.* The study sought to test claims made
by the microcredit industry that the group-lending structure makes use of
borrower social relations to improve repayment rates. To test these claims,
he needed to find evidence that high social capital directly correlated with
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higher repayment rates. While these rates could be counted, social capital
is not as easily quantified; as a result, Karlan needed to use social capital
scales to quantify the qualitative concepts into statistical algorithms. To do
this, he utilized preexisting and well-known metrics from the General Social
Survey (GSS) following Glaeser et al. (2002), who argued that responses to
the questions predicted trustworthy (but not trusting) behaviors, which are
good for socioeconomic functioning.*’ The three GSS questions they asked
were as follows: (1) “Generally speaking, would you say that most people
can be trusted or that you can’t be too careful in dealing with people?” (2)
“Do you think most people would try to take advantage of you if they got
a chance, or would they try to be fair?” And (3) “Would you say that most
of the time people try to be helpful, or that they are mostly just looking out
for themselves?”

Answer choices were limited and discreet. Subjects had to agree, dis-
agree, or give a neutral response. In addition to these survey questions,
Karlan carried out a game that simulated both trusting and trustworthy
behaviors among participants.*® Karlan ran a statistical regression analysis
on the answers against the behaviors observed during the game, and found
significant relationships between social capital and financially trustworthy
behaviors. Positive responses to the GSS questions (i.e., [ agree that most
people can be trusted) predicted higher rates of group loan repayments and
savings. In short, he argued that social capital enhances both repayments
and savings. The GSS questions, in his project, predicted trustworthy but
not trusting behavior.

Then in 2011, along with his colleague Sendhil Mullainathan, Karlan
applied that same framework to see whether those who had strong feelings
associated with having high predictive power in explaining social capital
would be better at repaying individual loans, as compared to the group loans
in the previous study. In this second study in the Philippines, the correla-
tion did not hold. Those metrics of social capital did not correspond with
improved repayment among individual borrowers.

It is puzzling that there would be such a stark difference between the
two studies. One explanation may be that when borrowers have strong
associations, or high social capital, they are less inclined to shirk, and more
inclined to find ways of making payments, even when goings are tough.
The researchers’ explanation for the difference in findings between the two
studies was similar. “This may be because social capital makes people less
likely to default when the burden falls on people within their network, as is
the case with group lending. However, in the case of individual loans, the
burden falls on the bank, which is likely to be outside of a subject’s social
network.”* To better understand the difference in findings, it is important
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to notice two important factors that changed between the two studies: the
country context and the loan product being tested. The authors linked the
different results to the different products under scrutiny. In their conclusion,
they argued that the unique finding was due to the difference in perceived
obligations of an individual loan compared to the group loan. But we still
cannot account for the cultural and economic differences between the two
countries. Indeed, the authors admit there is a lot of complicated “murki-
ness” within the data. Many questions went unanswered. For instance,
why would people be less likely to pay back a bank than their peers? What
leads anyone to pay others back? Does trust or trustworthiness relate to
borrowing?

PARSIMONY AND SCOPE

There are many choices involved in crafting research. There is an under-
standable desire for metrics that can be replicated across contexts, so that
hypotheses can be better tested out, but these benefits come at a cost. What
is being realized over time is that the most succinct variables fall short in
explaining the real externalities experienced by loan recipients.

Most experiments deployed in economics and sociology are deductive
rather than inductive from the outset. This means that because almost any
study founded in knowledge of the field will be grounded with a hypoth-
esis beforehand. Deductive methods like those mentioned in the earlier
section require researchers to assign discrete questions they anticipate
will speak to the issues addressed by the hypothesis. The questions in
turn elicit codified responses. Yet there are limitations with this method
as the analysis is thus bound by data collected in anticipation of a spe-
cific hypothesis. In other words, having a hypothesis in mind already will
tend to yield results that fit within the original parameters. As a result,
the interpretation of outcomes beyond those parameters only produces
conjecture.

My main quarrel with the ethics of research trials here has to do with the
fact that even well-respected researchers quiet the voices of their subjects.
Though some economists and psychologists believe people often say differ-
ently than they mean,* reducing participants’ experiences and opinions to
distilled variables does not fill the knowledge gap sufficiently. Participants’
lived experiences matter. The research community has gotten in the habit of
creating tests or analogs that can be measured; however, we are counting and
anticipating, not listening.
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between the two experiments, this summary in this text only outlines the portion that
was replicated in another study. In short, the Trust Game assumes Player A is trusting
player B trustworthy by giving the player A an opportunity to pass money to player B
in hopes that player B will return some or all of it. Karlan additionally examined how
variables between participants mediated the outcomes of trusting and trustworthy
behaviors, including how close they live to each other, and church attendance.
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I Can’t Exchange for Dollars
But Will You Talk with Me?

Learning in a different way

Checking premade boxes with a yes or no will not suffice. Understanding
how ideas shape and are shaped by practice is integral to understanding how
poverty alleviation efforts work. This work needs to occur both within and
outside “the formal boundaries” of the development industry.! Few studies
have mapped ideologies within the social worlds receiving microcredit, and
the context of their findings may be specific to the situations in those sites.
Given that so little is known about the experience of microfinance culture in
post-conflict societies, the focus of this case is at the local implementation
within one postwar country.

The findings presented by this text suggest that new methods can better
illuminate the social dynamics that underpin development than the main-
stay of past MFI studies. These methods are better able to identify the lived
realities of policies put in practice. This chapter describes the grounded,
qualitative methods of this project as a roadmap for the evidence shown in the
text. This account of my research process illustrates not only the challenges,
opportunities but also joys of this work.

POSTPOSITIVE MOVEMENT IN
UNDERSTANDING POVERTY ALLEVIATION

William Easterly, one of the world’s foremost international development
economists, was recently asked why aid fails.

He explained that

The critical thing that makes foreign aid fail so often—and this is really heart-
breaking—is simply that the poor who are the intended customers of foreign
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aid, just like you are the intended customer of the Pepsi Corporation when they
sell you Pepsis. . . . But unlike your relationship with Pepsi, the poor have no
right to complain and no right to turn down the product if they don’t like it. The
poor just get foreign aid foisted on them by these ill-informed “experts,” and
there’s no feedback from the poor—whether they’re satisfied or not, whether
their money even reached them or not.

While his use of the phrase “no right to complain” might be not true of every
case, his point does speak to the division between so-called givers and receiv-
ers. There is occasional feedback from the poor in regard to interventions,
but it is slight and rare. In light of this, we have to grapple with the fact that
overall we know little about poor peoples’ preferences, despite the continual
outpouring of financial support into programming.

Typical program evaluations can only show part of the picture of the
everyday lived experience of people using microfinance interventions. Their
experiences may not be understood or articulated by program participants in
strictly economic terms of repayment or arrears. Trite as the adage might be,
money does not buy happiness. Nobel Prize winning economist Amartya Sen
aptly pointed out in his groundbreaking Development as Freedom that “real
incomes can be rather poor indicators of important components of well-being
and quality of life that people have reason to value.”® Similarly, Clifford
Geertz, in his ethnographic writings on Indonesian economics, described
development that focuses on per-capita income as “highly misleading” when
faced with the inherently embedded social processes that foster, sustain, and
are affected by measurable income. Noting the tendencies of economists to
focus on the macro level, and cultural anthropologists to focus on the micro,
he proposed that

areally effective theory of economic growth will appear only when the social pro-
cess and take-off approaches are joined in a single framework of analysis, when
the relationships between the broad changes in social stratification, or political
structure, or cultural values which facilitate growth, and the specific changes in
levels of saving and investment we hold to cause it can be related to one another.*

Understanding the nuance of local ideas about what constitutes “well-being”
is central to bridging this divide. Therefore, we need to practice other ways
of learning how exactly participants construe and make use of the services
being offered them.

J. K. Gibson-Graham, a pair of scholars who critique the obsession with
capitalism as the only analytical frame, encourage us to “deconstruct familiar
economic representations” to see what is beneath the figurative tip of the ice-
berg.’ Money, after all, is not exclusively a store of value, but has deep rela-
tional meaning and frequently unanticipated ways of being used.® It is for this
reason this project stepped out of traditional microfinance research methods
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whose foci are mostly economic, centering instead on not only whether it
works but describing how.

PROJECT METHODOLOGY

Seeking a more nuanced picture of the social life with microloans than is
visible in the current literature, I spent the summer months of 2008, 2009,
2012, and 2013 in Juba, South Sudan. To accomplish my research goals, I
relied heavily upon anthropological—instead of economic—methodologies.
I observed daily activities at microfinance branches, including disbursements
to and repayments from current clients. I accompanied MFI field officers on
home visits to clients and “outside” marketing visits. I spent time in local
businesses, familiarizing myself with quotidian business practices, conve-
niently facilitating interviews with other Juba residents not affiliated with
microfinance institutions.

The text that had informed research design largely treated information as if
it were perfectly arranged and ready for the taking. All one needed to do was
go and get it. The very brief methods sections in the studies I was reading
explained little about how previous scholars carried out their projects from
day to day. Many ignored the fact that research is a process that cannot occur
without participation.

This project design began with a commitment to Grounded Theory, which
is the process of learning and data collection starting with broad questions that
allow data to emerge, and then later require the researcher to theorize in accor-
dance to what emerged. It is a decidedly inductive method that systematically
analyzes responses in order to develop codes, and hypotheses, and eventually
theory. In that practice, I employed open-ended interviews and conducted
observations, rather than focusing on predefined variables. I set out to resist
using the leading questions or the reductionist variables used by other scholars
that tried to anticipate elements that might influence how microcredit “works.”
Instead, I wanted participants to name their own interests along the way.
As years of this project went on, open-coded responses to early interviews
informed more honed, specific interviews and surveys. I will often in the next
sections refer to the early and later years of this project when referencing
approaches that relate to the iterative nature of the grounded research method.

WHAT ARE DATA?

This study’s data are unique in two respects: it uses less-than-traditional
sources and it uses less-than-traditional means of collecting the data from said
sources. Because agencies are incapable of knowing what happens beyond
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the data they selectively collect as they disburse and receive payments, there
are limitations to the data they can provide for understanding their impact on
borrowers. We learned in the earlier example of recycled debt that microfi-
nance institutions themselves were unable to see everything that happened
for the borrowers. Therefore, this study set out to expand the scope of data
sources beyond what was reported by microfinance institutions.

I had to triangulate varied sources of knowledge about the programs, to
“attempt to map out, or explain more fully, the richness and complexity of
human behavior by studying it from more than one standpoint.”” To do this,
this project not only sampled institutional personnel, people who were bor-
rowing at the time of meeting, but also surveyed at length people who lived in
targeted areas but did not use microfinance or had previously used it. Indeed
many have acknowledged that important differences can exist between the
people who participate and those who do not.® The process also led me to
triangulate the interview data that were created alongside what was available
from the MFIs and their supporting agencies. As stated, the original aim of
this project was to understand how microcredit functioned in a post-conflict
society. Yet this story changed as the events on the ground developed. Thus
second set of data, or the materials that helped shape the local story into
the larger final story arc about what happened to the Juba industry, will be
described below.

The primary data collected were not the institutional data relating to port-
folio size and repayment rates that were discussed above but instead were
created through personal experiences in the form of interviews and through
participant observation. My method for data collection is too rare in develop-
ment research: I talked to people. Real human beings told me their experi-
ences and opinions. And I listened. Though it sounds very simple, I will not
say it was easy.

SAMPLING FOR INTERVIEWS

To learn how Juba microcredit functions for all stakeholders, the main
groups or sub-samples that I sought out were microfinance recipients and
microfinance industry personnel. While in Juba, I interviewed people from
various backgrounds and levels of affiliation with development programs,
and microfinance in particular. I conversed with microfinance institution
staff and executives, asking about their economic and social goals, as well
as their incentive structures. I also spoke with several people involved in the
microfinance donor and coordination communities. I explored the clients’ and
former clients’ perspectives on finance. My aim was to situate microfinance
within larger conceptions of assistance, money and banking, in Juba and in
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general. Given that Juba is a cosmopolitan city in the sense that South Suda-
nese and others who inhabit it lived elsewhere during the last two decades, I
expected this was no small order.

Since I did not embark on this project with a deductive research question, I
did not focus my interviews on any particular population subset while in the
field. Moreover, some sample groups I anticipated encountering were easier
to access, and others were harder. Because of this, the interviews are not
evenly distributed among the constituents relating to microfinance in Juba.
Though the sample groups were not statistically evenly distributed, they were
rich with information (Table 3.1).

The MFI staff and managers were among the most interested in the study
and were eager to participate. We engaged in long meetings and occasional
meals, and they were very transparent in our conversations. Many offered
contacts with their colleagues and brokered interviews for me. I interviewed
and/or shadowed five managers and thirteen staff, including field officers,
research administrators, and clerks.

There are times where I specified staff by name, and others where I con-
cealed their identities. Where named, it was when they had been specifically
asked. Where concealed, I acknowledge losing some analytical power. This
was an ethical choice I made due to the nature of some of the more contro-
versial topics being discussed.

All client identities were assigned pseudonyms throughout. At the time of
interviews, they were not asked to which MFI they had belonged. This was
intentional, so as to foster a confidence in me and to relieve fear of reprisal
if they spoke out against any person or agency. As with the choice to refrain
from linking staff names to their institutions, this choice traded some degree
of analytical precision as well.

The majority of the microfinance industry in South Sudan went underwater
between 2010 and 201 1. In light of this shift on the ground, I thought it impor-
tant to add an additional sample set of people who previously had borrowed
but no longer did. I interviewed sixty such individuals in 2012 and 2013.

Table 3.1 Interview Data Sources by Type

Type Count
MFI management 5
MFI staff 13
MF donor-coordinators 8
Current borrowers 85
Former borrowers 70
No MFI affiliation 22
Total 203

Source: Author.
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BEGINNING A FIELD STUDY

I had a lot of ideas about how the field research would go, and not all of them
were accurate. Before traveling to Juba to officially begin fieldwork, I had
visited one MFI, met with its staff, and met a handful of their beneficiaries. 1
knew from online research that there were approximately 20,000 borrowers
through six registered MFIs in Juba, a city whose population was growing
with repatriates so quickly that the population doubled in the first year after
the 2005 Comprehensive Peace Agreement, and again by another year later.

Respondents were courted for the study in various ways. Some of the
interviews were scheduled in advance, while others were sampled through
snowball techniques, and still others were impromptu. Accessing participants
was more complicated than many fieldwork writings indicate.

I spent an embarrassingly long few days of my first fieldwork trip to Juba
initiating conversations with people who entered the restaurant at the com-
pound where I was staying. Very quickly, after some basic “getting to know
you” questions, I tried asking if people had been exposed to microcredit.
It was apparent that people thought this was strange, and while some told
me their experiences, many did not want to. Early on I realized that asking
such questions, though the content was trivial, entailed talking about money
matters, which was sometimes seen as intimate. Moreover, 1 realized imme-
diately that asking to tape interviews was not the best choice. I needed to
modify my approach, acknowledge that an outsider must earn trust, and then
develop rapport.

Meanwhile, I tried to find who was formally involved in microfinance. In
the early years of the project, internet and mobile phone connectivity were
sparse. Additionally, in the early years few people who were not participat-
ing in microcredit programs even knew the programs existed, much less
knew where the offices were. To find the institutional personnel, I went to
the offices. Sometimes the staff people were eager to talk and other times
they stressed how busy they were, asking me to come back later. I was never
really sure why those who were generous with their time were so generous,
and I felt a little guilty for “taking” working hours. Of those who were eager
to participate, several took me on tours of their offices and their field visits.
Most of these tours were on foot, walking from vendor to vendor. Once I
was driven around on the back of a motorcycle, and watched the loan offi-
cer’s daily activities, such as trying to get a payment from a tardy borrower.
Typically, a loan officer was my tour guide, and he would introduce me to
vendors who explained that the business was doing well because of micro-
credit. Sometimes, depending on the language, the officer would translate,
while other times the officer would debrief afterward. The tours occasionally
seemed superfluous, as if the field officer was employed that day more as a
tour guide than a collection agent.
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Clients of microfinance were the hardest subset to reach independently of
the MFIs. I could not identify which market vendors were microloan borrow-
ers without asking, and attempts at learning this information were sometimes
met with skepticism, and refusals to be interviewed. Because of this, in my
first round of fieldwork, I had MFI personnel join me and identify clients.

I never heard a negative experience in the visits with an MFI escort. It is
possible, if not likely, that these testimonials were colored by the staff pres-
ence. Additionally, there might have been a selection bias on the part of the
connecting field officer, choosing to showcase only successful clients. Such
showcase tours provided little information and grew tiresome, but thankfully
they were not in vain. However selective, the guided tours helped me to know
what kinds of businesses and, moreover, which markets were populated by
microcredit-targeted prospects. Then I set out to make connections in the field
outside these channels to find members of the target populations.

I went about this in two ways. First, I got familiar with the types of mar-
kets potential micro-enterprise borrowers operated. I began making daily
laps through the outdoor markets, where the mainstay of targeted microcredit
clients tended to run enterprises. The open-air markets normally lined the
corridors between the larger enterprises with more permanent structures.
Sometimes there was shade from overhead coverings.

I sought to establish trusting relationships, as someone who was connected
to this community to some degree. It was rare for a person who looks like
me (white skinned and not uniformed) to shop at, much less hang out at the
outdoor markets which patched through the city center and around various
nodes of town. Normally, people who look like me—Khawaja we are called
colloquially—shop in the permanent supermarket in town. I stuck out.

I normally began by asking where their goods came from, and I would ask
salespeople where they were coming from, too. I could banter in Kiswabhili,
Luganda, or Lwo (languages common in the neighboring countries they had
lived in during the war) as appropriate. Responses to these simple introduc-
tory questions helped me to see just how far the market goods had traveled to
be sold in Juba as well as the importance of language networks in accessing
all kinds of resources.

SECURING AND CARRYING OUT INTERVIEWS

Once I developed friendly relationships with MFI personnel and individual
market vendors, I began asking for interviews. I always carried with me
a one-page Study Information Sheet (SIS), approved by my university’s
Institutional Review Board. The SIS contained an overview of what I was
requesting: 15-60 minutes of their time, an explanation that respondents have
the right to terminate participation at any time, that all responses would be
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kept anonymous, and that there would be no trace of subject identifiers in
future transmissions of the interviews.’

Some people obliged interviews right away, and others preferred to sched-
ule for another day and time. Of course, there were many who were reticent
to participate altogether. Counting each willing participant a small victory, I
was happy to work around their preferences. Unless otherwise noted, inter-
views were one-on-one in public places (lots done in the markets, naturally)
but almost always out of earshot of others.

Each time, I reviewed the SIS with the participant, and then asked to either
take handwritten notes or record audio. Most interviews were recorded digi-
tally. Five of the participants asked me not to tape the proceedings but did
permit me to take notes as we spoke. I transcribed their phrases verbatim.

During the interviews, I asked a set of questions that related to the issues
relevant to the sub-sample. There were different sets of questions for the
MFIs, the borrowers, the former borrowers, and for those who never bor-
rowed. I asked questions but let people respond openly. I posed follow-up
questions when something was unclear to me. In retrospect, reviewing tran-
scripts, there were many follow-up questions I wish I had asked.

In 2013, I needed some help to capture time-sensitive information. People
who had been borrowers but left the institution still had fresh memories,
and I did not want to miss their stories. To that end, I trained two proctors,
who were recruited through advertisements in the local newspaper. Proctors,
sometimes called enumerators, were trained in accordance with the ethical
protocol of the project and disclosed the same information to prospective
participants. They were instructed to refrain from interviewing their acquain-
tances in order to avoid any response biases. Proctors took with them print-
outs of interview schedules, with ample room to take notes of the open-ended
responses. [ accompanied proctors on their first rounds of interviews (about
half) to ensure the procedures were followed.

Most interviews were conducted in English, but translation was necessary
for reaching the population who did not speak English. In these interviews, |
asked questions in English, the translator relayed the questions to the clients
in Juba Arabic, and then translated their responses back to me in English.
This process was captured on an audio-recording device.

The audio recordings and transcripts of translator-present interviews were
subsequently corroborated by a group of Southern Sudanese Juba Arabic
speakers relocated in the United States, a two-hour drive from my university
campus. They had no prior affiliation with the researcher, and were given no
subject identifiers for the voices they heard and translated. During these trans-
lation sessions, the translators discovered only some marginal disagreement
between the original respondents’ statements and the translation executed by
the on-site translator(s).
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DEALING WITH BIASES AND POSITIONALITY

Each method of garnering participation, carrying out the interviews, and even
my position as interviewer affected the participant responses. It is impossible
to extricate the scientist from the data, and even more from the analysis.
A social scientist who ignores this point disregards the simple reality that
people’s experiences and opinions are not created in a vacuum. That said,
some specific dynamics at work in this project merit discussion as they relate
to the quality of the data, and my role in interpreting them.

Participants I met in South Sudan had, more likely than not, been surveyed
before due to a litany of non- and inter-governmental agencies surveying
everything from demographic data to prices of food. The Juba residents of
this postwar era saw aid and other assistance interventions abound, and audi-
tors engaged community members about practically every program in one
way or another. Even before the CPA, most participants had been living in
places where they were exposed to such aid programs and their enumerators
searching for data about their effects.

Agency self-evaluations also create promotional materials for the orga-
nizations. Interviews with borrowers are often filmed or recorded with
obvious intent, and the clients were aware of this. The materials produced
by such interviews are 100 percent positive. Criticisms are edited out of
the final products.'® Personnel who worked within the purveying organiza-
tion normally conducted the surveys, and it was not strategic for program
recipients, including loan clients, to speak against agents that supported
them. Analysts from outside the purveying organization should help temper
these concerns.

Easterly advocates for an approach that “aid agencies should each set aside
a portion of their budgets (such as the part now wasted on self-evaluation) to
contribute to an international independent evaluation group made up of staff
trained in the scientific method from the rich and poor countries, who will
evaluate [aid programs].”!! Still, unaffiliated research teams evaluating study-
ing organizations do not happen often enough. Very few people in Juba were
familiar with non-partisan researchers in my position.

While my ethnic appearance, including my light “white” skin, differenti-
ated me from the population, that difference generally produced inquiry
about why I was there. Many market workers, for instance, queried about
who sent me. Nobody went to Juba without a business affiliation or NGO
acronym. I had to explain to prospective respondents that I did not belong
to an organization, that I was impartial, and that their responses would not
impact their ability to gain services ahead. I was just “the researcher,” as
several strangers called me over time. Reactions to this were generally posi-
tive and surprised.
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I took extra care when introducing myself, to clarify that I was not
attempting to learn exclusively positive stories that would be utilized or
even heard by their lending institutions. I let the interviewees know that
they could tell me frankly what they thought because I do not report to the
organizations. We learn from the struggles as much as the successes—I
would say often.

Still, my presence was complicit with not only the analysis I conducted
but also the creation of the data. Failing to acknowledge the dynamics pres-
ent when researchers interact with participants, misses some part of the
contextual meaning available. Indeed, others before me have suggested “that
researchers should systematically seek out their subjectivity.”'> Whereas
social research that ignores researcher subjectivity perpetuates the fiction of
objectivity, acknowledging and managing bias allows us to forge credibility
by delineating the value and boundaries of their contributions.

I was talking about money with poor people. While not wealthy by any
standard in my home country, I come from the United States, a country with
a significant reputation for wealth. Unlike other visitors, I as a researcher
had nothing to “offer” participants in the immediate sense. I had no NGO
that was offering services, no company offering jobs, and no money to
spend. I was never asked in the research context for charity, but I was asked
occasionally, when the issue of currency exchange or purchasing items
wholesale came up in interviews, to convert US dollars. This was a practi-
cal matter, and we both had much to gain financially from the interaction
outside of South Sudan’s fledgling foreign exchange market. I could have
changed South Sudanese pounds for US dollars and won on the currency
market compared to the formal bank rates, and so would the people who
proposed the exchange. But I felt I could not in context, because such an
exchange would have changed my role to a researcher who was enmeshed
in local business dealings. I was asking to have some of their time and offer-
ing nothing but the hope of some distant day improving policies in return.
Perhaps if I was donning an organization t-shirt, participants might have
felt their responses would influence policy more immediately than what I
could promise. My distance from being able to change their circumstance
was both an advantage and a disadvantage. I feel confident about the merits
of the data this process produced based on the choices made.

Similar can be said of my more fixed and apparent identity markers, in
particular that I am a woman. This shaped many aspects of the data creation. I
believe that my gender facilitated access to certain varieties of intimate infor-
mation among the women borrowers and market vendors. It also informed
the conversations I had with institutional personnel. I feel confident about the
merits of the data analyzed through these factors.
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DATA ANALYSIS

I used a variety of systematic methods to analyze the many stories told to
me. I used narrative analysis'® supposing that “each statement has to be
related, in the whole of its movement, to the stage to which it belongs, and
acquires its full meaning only if we take into account not only what it says
explicitly, but also its place in the whole that constitutes its latent content.”!*
In other words, the analyses in this book situate respondent storylines within
the broader context in which they live. The goal of the analysis was to glean
social dimensions of stories, not just the structural or literal components (as
occurs in content analysis). The two main methods of analysis were narrative
and semiotic cluster analyses.

Narrative analysis teases out elements that speakers emphasize as impor-
tant. For those who told me stories, I used a semiotic storyline technique. Sto-
ries convey significance and change—either in characters or circumstanced
faced by them. In this research, the stories that participants told about them-
selves and others in relation to microfinance were an obvious fit.

For those narratives that did not contain a clear story arc, I uncovered
underlying logics through the interpretation of both denotative (or explicit)
and connotative (or implied) meanings in their narratives. I used this
process to uncover what classic rhetorical studies call the “enthymeme,”
which is such a vital part of everyday speech that Aristotle called it the
“most effective means of communication.”!> A commonplace enthymeme
is the unstated parts of a person’s story because the speaker either assumes
that the hearer already is attuned to them, omits them by accident, or inten-
tionally omits them to pique the hearer’s curiosity.!® For example, a person
might omit that he applied but was rejected for a loan when talking about
his disdain for a creditor. For these types of narratives, I first drew out a
“working story line,” then identified the implicit and/or explicit opposi-
tions within the storyline. I then performed the narrative analysis outlined
above.

In all analyses, I relied heavily on semiotic—rather than structural-linguis-
tic tools. Semiotics is concerned with the signification process. “Signification
refers both to the processes by which events, words, behaviors and objects
carry meaning for the members of a given community and to the content they
convey.”'” In short, the implied meanings of particular words and objects
of reference often point to other, profounder meanings than those that are
literally heard. After several years working in the region, I developed a
comfortable grasp of many non-literal meanings of sayings, and where not
self-evident, I identify them here in footnotes when they occur in individual
narratives or excerpts.

printed on 2/12/2023 7:57 PMvia . Al use subject to https://ww.ebsco.coniterns-of-use



EBSCOhost -

78 Chapter 3

To uncover those processes by which members produce and replicate
meaning about microfinance in each sample group, I then undertook a Semi-
otic Cluster Analysis'® to analyze the competing meanings of what might
literally be seen as a singular concept: microfinance. For example, Feldman
(1995) analyzed that something as seemingly discrete as a building—in
context of various significations for different people—could connote many
things including physical infrastructure, home, or control. Just as the biscuit
had meanings that were appropriated or shifted to take on new meanings that
are local, this analysis helped inform a better view of microfinance through
the various relationships people in Juba have to it.

Theories and themes created in the first couple of years helped me generate
the questions I asked in the last two years. I developed interview schedules
which provided time and space for open-ended responses as I did throughout
the project. I used an axial coding method to interpret open-ended comments
that were then counted and categorized to observe any trends. This coding
method provided a way to systematically compare responses and ensure that
the essence of the respondents’ words was interpreted with context.

When summarizing major themes from the interview data, I highlighted
the magnitude of frequencies—how many people felt similarly, based on the
semiotic codes I devised to sort responses—to map and trace relationships
between opinions and behaviors. Yet, the themes with high-frequency counts
did not mean that the widespread views told the whole story. Given the fact
that the borrowers were hailing from very different economies and economic
value systems, I indicated where a pattern was made or broken by naming the
participants’ storylines and situating them with the participants’ contextual
markers. As Krane et al. said aptly, “Placing a frequency count after a cat-
egory of experiences is tantamount to saying how important it is; thus value
is derived by number. In many cases, rare experiences are no less meaningful,
useful, or important than common ones. In some cases, the rare experience
may be the most enlightening one.”'* Indeed, each story and contribution was
valuable and worth relaying.

GROUNDED THEORY AMID REAL-TIME EVOLUTIONS

I took a Grounded Theory approach® to generate the theories presented in this
book. Grounded Theory entails openness to unexpected possibilities emerg-
ing through an inductive approach. Because of this, it is seldom linear and
tidy, but it can provide a wealth of robust information for analyzing.

Before Glaser and Strauss named Grounded Theory, they called it “the
Constant Comparative Method.” I happen to think the latter name remains
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more appropriate, given that frequently once data has been collected and
theorists work to frame their contributions against what already exists, they
discover new avenues for getting back to more data, or more “grounding” as
it were. This study involved several iterations of analysis and data collection.
For example, after collecting the first round of interview transcripts, original
audio recordings and field notes, several analytical categories emerged. Anal-
yses of the coded data informed a return to the literature to find my theoretical
contributions regarding initial group loan access examined in Cookie Cutters
and Meeting People, maintenance of solidarity groups I detail in What’s Trust
Got To Do With It, and diagnosing client independence, which we return to
in They Think Food Grows on Trucks. In short, this process involved reading
what others had found on the topics I was examining and elaborating on how
the findings at hand either confirmed what was found elsewhere, or contra-
dicted it. Sometimes I found parts of both. When what I found was unique,
then theorizing entailed describing the nature and import of that contribution.

Early rounds of fieldwork and analysis yielded a new set of questions that
could not be answered from within that same dataset. Respondents were not
accessible and the audio transcripts were not changeable when I left Juba.
Most of the analysis took place elsewhere, while working at my university in
the United States. I could not rely on tracing borrowers from one visit to the
next. Unanswered questions required that I return to the field. While subse-
quent interview schedules were always open-ended, the scope of new ques-
tions reflected the themes that emerged from previous rounds of fieldwork.

Doing Grounded Theory is not a tidy or controlled process. One ends
their study with questions, sometimes more questions than they began with.
I learned a lot about how microfinance functioned the way it did in South
Sudan, but I also could not explain in-depth why each particular finding was
what it was. I simply could not have known to ask the right follow-up ques-
tions in real time. It was sometimes not clear to me that a trend was devel-
oping until I was back home. And moreover, ground-level circumstances
inevitably changed by my next return to the field.

In 2012, for instance, I returned to interview people in more detail about
the findings that had emerged in previous rounds. During that visit, I was
surprised to watch the two main providers of microcredit in Juba close shop.
After some serious thought, I decided against publishing the original write
up of this text, about lived experiences of postwar microcredit, and that the
story must include an explanation for the Juba microcredit industry’s closure.
Though I knew of many problems, theorizing the decline could not be done
with what I had learned up to that point.

During my effort to learn why it declined in the following year, I heard
starkly different explanations, depending on with whom I spoke. It was not
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just that borrowers were responding to programming, but they were engaging
a multifaceted system whose actors all had different aims. Just as this project
set out to map borrower meaning making, it seemed important to understand
the origins of the institutional narratives as influential to the decisions made. I
opted to tell the story by triangulating the field knowledge with the narratives
of the broader microfinance threads of thought, of the institutional personnel
beyond the field site, and of official records.

Data about the MFIs were extremely challenging to piece together.
Field staff was generally willing to comment on practices, but data sup-
porting results claims were harder to come by. Failure to implement a
management information system (MIS) was a fatal flaw for one MFI, and
undercut what was possible for me to analyze. I asked all the local MFIs
for their borrower databases and offered to protect borrower profiles and
analyze them. I contacted all the donor agencies, and only one accepted
a request for information. One MFI provided a summary report of their
portfolios at risk for one year, and another furnished a glossy annual
report for one year.

I turned to official records including program documents, grant and loan
contracts, and agency press releases for a paper trail. The apparent lack of
checks on the figures made the process of compiling data challenging and
also illustrated the precarious evidence upon which many claims to success
have been made. For example, figures reported in different versions of annual
reports and to the MIX and Microcredit Summit Campaign—two different
MFI data aggregators that are important to the tale at hand—were seldom the
same. The data found in these reports were imperfect, and that is an important
takeaway from the text.

The data presented cannot tell the whole story. However, I believe that
between the participant observation, the narratives told to me in interviews,
and the available information about the agency agendas, there is a convinc-
ing case to be made for the reasons the industry transformed as dramatically
as it did.

Those involved with the mainstream aid and development sectors lack
an appropriate methodology to gauge success for the beneficiaries them-
selves. Big ideas like peacebuilding and poverty alleviation cannot be
realized unless complexities of lived reality are addressed and understood.
Deductive, quantitative metrics and statistical experiments cannot accom-
plish this adequately. The methodology presented here takes an inductive
look at what informed participant views and practices. Talking to people
in-depth yielded findings about behavior and beliefs that were invisible in
the literature, yet can inform future microfinance policy, not just in South
Sudan, but elsewhere.
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Blueprints and Architects

The beginnings of South Sudan microcredit

The dispersal of faraway ideas from DC and Dhaka to Juba played out like
the childhood game of telephone. The message uttered by the first person
was never precisely the same by the time it reached the last. There are, after
all, numerous steps—ranging from formal documents to verbal communica-
tions—before a donation actually reaches the beneficiaries of a program or
before an investment reaches its clients. What is important here is the extent
to which the expectations of microcredit made their way to the field, and
whether these expectations were met. This chapter introduces architects of
the Juba microfinance sector, their particular visions for what was possible,
and the scaffolding of support they put into place to achieve these visions.

At the time of my fieldwork, there were three main MFIs operating in
South Sudan (although several small MFIs emerged by the end of the study
period). These three, licensed by the Bank of Southern Sudan, were Sudan
Microfinance Institution (SUMI), BRAC-SS, and Finance Sudan Limited
(FSL). Together, the former two comprised over 90 percent of the micro-
loan market. The third, FSL served most of the remainder. Each MFI on the
ground was supported by donors and beholden to their policies, as well as
those of the state. There were also two major organizations that collected,
allocated, and oversaw donor funds: the South Sudan Microfinance Devel-
opment Facility (SSMDF) and the World Bank. Each organization was
comprised of individuals whose personal and professional viewpoints varied
depending on their positions. To retreat to our telephone game metaphor, in
the conversation between actors, borrowers, and prospective borrowers, cer-
tain voices received more airtime than others.

Loans in Juba ranged from US $75 to 3,000 and were usually issued for a
period between four to eight months. Group and individual loans had weekly
or biweekly repayment schedules, while salary loans had schedules defined
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by employer payday schedules. BRAC offered group and individual loans;
SUMI offered group, individual, and salary loans; and in its first wave,
Finance Sudan offered group and salary loans.

The funds and the ideas mobilized in Juba microcredit originated mostly
in Washington, DC, and Dhaka, Bangladesh. The ideologies underlying their
two models were different. The South Sudanese microcredit story illuminates
this ideological war between the Washington and Bangladesh consensuses
on poverty, and the debate on commercial versus community microcredit
models. The Juba microfinance experiment was one of the many battlefields
in that war.

So how did microcredit land in South Sudan? The logic that undergirds
theorizing on how microcredit can solve the issue of poverty claims that
it fills the void of capital—or assets available for investment in a given
community—in the impoverished world. Indeed, the civil war in Sudan
destroyed its economy, and there was scarce capital circulating in the south-
ern region. Capital came in first through oil revenues, but such revenues
did not get distributed to the public, as they did not circulate much beyond
GOSS accounts for security and politician mansions.! Unlike many devel-
oping nations that underwent “shock therapy” to liberalize their markets,
Southern Sudan had not yet built a strong central government whose public
programs or industries could be privatized. In other words, there existed
no state entities to privatize or social spending to make austere. Because of
such nascent state and local governance, there was also external pressure for
economic planning to occur outside the realm of the state. The South Sudan
microcredit regime was but one complex web within the larger sophisticated
aid architecture.

It did not originate in South Sudan, but rather ended up there. The debt
capital came from outside the nation; it was not at all a homegrown or grass-
roots effort in South Sudan, and there was no local origination for the institu-
tions or the ideas. The Sudan Microfinance Institution—whose name implied
local origin—took pride as being a national microfinance pioneer with local
stewardship: “a source of indigenous pride.” SUMI was the only MFI run by
Sudanese people. However, microcredit was an idea exported by other conti-
nents, cultures, and customs.

In the days before the Sudanese civil war ended, existing assistance proj-
ects were operated primarily by humanitarian organizations, largely through
the UN and independent NGO channels. The United States was one of the
only countries working directly with the nation,? and thus did not need to seek
consensuses within the international community before selecting support
vehicles and objectives. The United States was not restricted by the ongoing
UN sanctions when the south was still part of Sudan either, but had crafted
exemptions into its bilateral sanctions with Sudan such that they could employ
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and deploy contractors in what was then southern Sudan. The United States
also happened to be the biggest provider of Official Development Assistance
(ODA) to the south. Since the US government was the leading international
donor to South Sudan in multiple sectors, from military to infrastructure to
development, it had a special level of state influence and tremendous amount
of autonomy as a bilateral actor in South Sudan.

That the United States chose to focus its efforts on South Sudan was not
entirely a stroke of moral impulse; stability in the region was strategic for the
United States. In 1989, human rights scholar John Prendergast wrote that “the
people of Sudan are unlucky to have been born in a region the U.S. considers
strategic.”® The United States was supportive of Sudan through foreign aid
when it was seen as a Cold War ally, but in 1989 when the Bashir regime
came to power, the US position shifted. By 1993, the Clinton administration
classified Sudan as a state sponsor of terrorism (including harboring Osama
bin Laden), and subsequently downgraded diplomatic and trade relations.*
After the civil war in Sudan resulted in a newly independent Southern Sudan,
it became a smart ally of choice for the United States. The US assistance to
Southern Sudan helped to strengthen the south against its northern adversary,
and also gave the United States a friend in the Middle East and North Africa
(MENA) region. Thus, it is not surprising that the United States helped the
south through providing support of the Sudan People’s Liberation Movement
(SPLM) as well as through the many USAID projects aimed at rehabilitation
in the post-conflict region.

Even once other foreign actors arose after the peace accords, the United
States remained the dominant, independent player, acting mostly on its own
accords. Contributing nearly half of the total support by all Organization for
Economic Co-operation and Development (OECD) states to the South Sudan
efforts,’ the United States was the largest donor and exercised certain power
on its own by its sheer magnitude of support. Other donors that coordinated
funds had to satisfy the agendas of both northern and southern governments in
compliance with the CPA’s mandate to “make unity attractive.” The United
States, however, remained both staunchly against al Bashir, and staunchly
bilateral, dealing separately with north and south. Its “determined bilateral
approach outside the pooled funds” tended to go to NGOs (rather than its
OECD counterparts) much more often through “a liberal use of contractor
services.”® The USAID independence contributed to setting the agenda for
microfinance on the ground.

USAID was the first to introduce microcredit in South Sudan. Though the
pioneering agency maintained a firm lead in aid investments through several
sectors in the country, it did not initially set out to establish credit programs.
During a field visit in 2009, when things were good enough within the MFI
sector, one manager ruminated on his microfinance institution origin story.
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Historically, SUMI came in from a grant from USAID. The goal was to boost up
agriculture. They came in and realized the infrastructure was not there. Nobody
was doing agriculture. They realized everybody was like-minded. So, along the
way it was changed to micro-enterprise so there would be micro-entrepreneurs.

Donors wanted to prioritize the agriculture sector in South Sudan as the
optimal channel for growth and sustainability, not an uncommon narrative on
those agriculture efforts: the land in the south is tremendously fertile and has
not been over-cultivated for decades. In other words, this region could feed
the whole continent and beyond with little to no government intervention;
“we” outsiders just need to establish ways for local people to enter the sector.

The original mission of the USAID Southern Sudan Agriculture Revital-
ization Program (SSARP) was to jumpstart the agricultural sector. SSARP
set out to be a four-pronged development assistance program that would
include agriculture skill-training centers, a data collection and analysis cen-
ter, and vehicles to strengthen supply-chain networks. The early observation
that agricultural enterprises required capital led to SSARP’s fourth activity:
a US $10 million budget to “provide access to capital to agricultural enter-
prises through a microfinance institution through an autonomous Agricultural
Enterprise Finance Program (AEFP).”” AEFP was “a key part,” totaling just
shy of half the US $22.5 million SSARP budget.®

USAID maintained unyielding confidence regarding credit in tenuous
environments, and policy makers were determined in leading its microfinance
program to become the beacon of liberal peacebuilding: “an integral part
of the USAID effort to provide further stability in a fragile state and foster
economic recovery through support of small business growth.”” USAID sub-
stantiated its approach by following the industry’s “best practices,” while also
promoting the ideas of those who wrote the “best practices.”'®

Karen Doyle’s 1998 Microfinance in the Wake of Conflict: Microenter-
prise Best Practice brief, sponsored by USAID, is a central guide piece. Her
rationale for the start-up approach was that “[a]lthough this strategy can take
more time and investment, it can be a blessing if prewar organizations are
associated with a former regime, or with a certain ethnic or political group.”!!
In light of this, it was seen as positive for a new credit provider to instead
be (presumably) free of reputation and able to lead without prior allegiances.
Their modus operandi thus supported start-ups with the anticipation that they
become “‘market leaders’ and demonstrate the viability of microfinance.”?

Despite the USAID formulation that the Sudanese MFI would be a “start-
up,” they did not have enough field staff to establish a USAID-branded
MFI on the ground. To my knowledge and research, USAID never staffed
or branded a public-facing MFI. And it rarely displayed its support of
microcredit openly on the ground as it did with other aid efforts such as by
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displaying its logos on sorghum bags distributed by World Food Program, or
on signs alongside the roads it paved. In any case, there was no microfinance
institution anywhere in Southern Sudan with which USAID could partner
with. Accordingly, USAID therefore founded the SUMI in 2002.

USAID designed SUMI to be administered solely by the Sudanese. In
need of an implementation partner, however, USAID established SUMI via
collaboration with Chemonics International, a forty-year-old American inter-
national development company founded in Washington, DC, to coordinate
the implementation of development projects all over the world. Chemonics
is an employee-owned firm that had already partnered with USAID in other
broad-based efforts in South Sudan, including a famine early warning sys-
tems network. The USAID thereon after birthed its new microcredit project,
contractually set to last five years in the first step of a two-phase effort.

So, while SUMI was cast as “the all-Sudanese MFI” it was uniquely bilat-
eral—operated by both American and Sudanese staff. Beyond that, because
USAID was the sole investor behind SUMI microcredit, USAID had the
exclusive voice in shaping the ideology of its trained bankers, and in the
formulation of policy. This voice came to be an extension of the American
fervor for neoliberal market-based projects over government-led growth
projects.

Yet the debate about what the standard American method for microlending
should be was far from settled when SUMI was established. Between USAID
and various US lawmakers, dissent among the architects of American micro-
finance has lasted decades.!® Thus, despite its history of providing credit to
the poor abroad, USAID constantly navigated competing views in the United
States on exactly how to do this.

SUMI was ambitious, but it was not the first time that USAID had attempted
long-term development efforts. The agency had implemented humanitarian
and development projects around the world, especially in new countries,
since its creation by the Foreign Assistant Act in 1961 under President Ken-
nedy. In fact, USAID had even tried its hand at distributing loans earlier than
many ODA givers, too. As early as 1974, the agency began lending to devel-
oping countries and local agencies that served small entrepreneurs.'*

But key to this is where exactly the loans were being distributed. The
early years of USAID sponsored microcredit provided credit by channeling
it to foreign governments, but by 1985, “nearly every USAID Mission ha[d]
developed projects for assisting small and micro-enterprises” implemented
through grants “to local or international nonprofit organizations, or through
bilateral projects with public and private sector entities” in other words
bypassing the national governments themselves.® Similarly, when microfi-
nance came into fashion, the global sector immediately privileged the NGO
and private finance sectors to be providers rather than the state governments.
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Blayney and Otero (1985) observed that those loans ended up favoring larger
enterprises over small ones overall, due to the costliness of the programs cre-
ated by complex factors inherent to developing economies in general.'® This
observation was the beginning of the conceptualization of the Washington
diagnosis—people were noticing that the danger was within the channels
through which microcredit was being provided.

It was around this time that a distinct fork in the road appeared regarding
the approach to official American microfinance exports. Blaney and Otero
found that there was a great costliness inherent to reaching the very poor,
and this rhetoric began cropping up in the global microfinance conversation.
The costliness, some later argued, was inhibiting outreach.!” What was the
solution? In broad strokes, the mainstay of USAID administrators at the time
set out to do what was least risky and seemed most natural to them—Ileave
their financial services to market forces. In other words, they gathered they
could reduce risks and costs by serving the slightly poor, but not the very
poor. This became the Washington Consensus’ propensity for efficiency over
social protection.

As Ananya Roy said, “at the very center of D.C.” was a citizen group
that challenged that hegemonic ideal.'”® The Self-Sufficiency for the Poor
Act of 1987 bill for microfinance can largely be credited to the lobbying
of an organization called “Results” founded by Sam Daley-Harris in 1980.
Results wanted to ensure that the wonder of US-sponsored microfinance did
not skirt the very poor. USAID personnel reacted to new lobbying pressures
from Results and sent letters to every member of Congress that asked them
to oppose legislating a small maximum loan size ($300). The letters asserted
that “loans to the very poor were not feasible, not cost effective, and not
mandated.”"® Despite opposition, Daley-Harris credits the success of the 1987
Act to those who framed poverty as one with tremendous bipartisan appeal,
especially attentive to the Reagan administration’s neoliberal economic ide-
ology.?® Both ideas—that the poorest people needed to enter the responsible
market, and that the efficiency of the market could prevail—were adopted by
Congressional policymakers.

It was some time before the implementers practiced both the text and the
spirit of the laws. USAID had escaped less than rigorous reporting on its out-
reach. The Results team again went to Congress to ensure the poorest would
receive financial services. The lobby group sought laws in place to ensure
USAID programming would address their concern that the credit needs of
the poorest were met. Through the debate, a new criterion for inclusion of the
poorest was created, as well as impact measurement requirements.

The 2000 Microenterprise for Self-Reliance Act (HR1143) contained
several important features that would eventually prove mutually exclusive in
practice, or create room for practitioner cherry-picking. The law established
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that the United States Microfinance Loan Facility would “provide credit and
other financial services to entrepreneurs who are very poor,” with loans in
Africa of US $300 or less, and “can cover their costs in a reasonable time
period.” The loan size criteria acted as a proxy indicator for client poverty for
a number of years.?! The “very poor” clause appealed to the Results lobbyists
and the poverty-outreach camp, and the cost recovery appealed to the com-
mercially minded USAID administrators. Administrators could spend on the
financial services under the conditions above, or alternatively offer “demand-
driven business development programs that achieve reasonable cost recov-
ery” for clients holding “poverty loans.” It legally authorized wiggle room on
the occasion that borrowers did not, as one of the MFI managers in Juba used
to say, “get in the system” right away. The bill also required monitoring (also
costly) so as to ensure social targets be met, or be adjusted “to enhance the
sustainable development impact of such assistance, particularly the impact of
such assistance on the very poor, particularly poor women.”??

As with the 1980s debate, USAID administrators renounced the 2000 bill,
implicitly maintaining their position that it was better to serve not the very
poorest, but instead those slightly above. The consensus across agencies in
Washington, DC, was that microcredit should serve the slightly better-off
poor, allowing for a trickle-down effect to occur. They ventured that relief
activities should be reserved for the absolute poorest yet did not point to
practical ways this need would be filled.”® Despite these preferences gaining
momentum, Congress required USAID to shift the scope of its activities to be
more inclusive of the very poor.

SUMI was emblematic of the constant debates between its parent agency,
USAID, and Congress. Though microcredit was not the biggest USAID
expenditure in South Sudan, it was undertaken during the same period
in which microfinance was becoming a bigger part of the USAID budget
through legislation. Thus, SUMI, a slice of 175 million US foreign-aid dollars
earmarked for microcredit, was beholden to these new policies. The trade-off
between attempting a high loan cost recovery and serving the “very poor”
became a real issue felt by those on the ground in Juba.

The USAID vision of what would be possible in the first five-year phase
of SUMI was ambitious and, as you will learn shortly, adamant. The original
USAID vision was that by providing access to working capital for micro-
entrepreneurs, SUMI would be a self-sustaining microfinance institution.
USAID administrators expected that the end of Phase One would establish a
headquarters office and “several branches.” SUMI was expected to have a US
$3 million loan portfolio, half of which would be directed toward women and
a tenth of which would be reintegrated internally displaced persons (IDPs) and
returned refugees, as characterizing the region’s post-conflict displacement of
individuals.* In order to be fully sustainable, with a scheduled expansion in
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five years, SUMI was expected to charge “adequate cost-recovering interest
and fees” by 2008.

The new legislation backing the USAID microcredit provision was ambi-
tious. Would it even be possible to carry out in an average economy, much
less one with the post-conflict complications of South Sudan including
demographic disruption, nascent state and local governance, and a deterio-
rated physical infrastructure? The vision that created SUMI was likewise
ambitious. How costly could it be to start an MFI from scratch, and how
would this brand-new MFI manage brand-new borrowers so as to meet the
demands mandated by law? Leaders behind SUMI would soon confront
these tensions.

INSTITUTIONAL POLICY FINDS A
PLACE ON THE GROUND

Despite the complications behind the scenes, I had a great deal of respect
for the staff I met in Juba, who were all to my knowledge Sudanese passport
holders. Most had spent the wartime outside the country, and some had even
secured asylum in the West, but they still chose to be in South Sudan and
work in that sector. In between meetings, I learned their backstories. As goes
the modern South Sudanese, no two shared even remotely similar pasts.

I came to know a loan officer in his late twenties who was raised in a refu-
gee camp in neighboring Uganda. He refused that I audio record fieldwork
business but was glad to oblige his personal story. He relayed to me how
while growing up, the refugees had to stay in the camp.

There was no money there, only food which was delivered. People did not
want to hire refugees because of rules and because they preferred to use their
own people. We could harvest a little around the camp and sell it. That way
they could have a little cash. But for the rest of us it was impossible to be hired
for a job. But in Juba, it’s easy to get a job if you were a refugee and have an
education.

He did not plan to stay in finance forever, but felt glad that he could come
to this place he had heard about his whole upbringing, for the comfort of a
middle-class job. He told me that if I “come back and don’t see [him]” it is
because he had aspirations to return for studies in Uganda “or anywhere I can
go. I am a degree holder. I just want to continue to a master or Ph.D. in busi-
ness accounting, to continue in what I have.”

I also met a middle-aged manager who was an amazing storyteller.
He entertained me and several others over evening meals, sharing the
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cliffhangers that led him by foot to the Middle East, by train to Europe, and
to his then-dream of being resettled in Canada. Although he had met this goal,
he soon felt a sense of duty to help rebuild his native country, which is why
he returned for the job at SUMI. He greatly missed his wife and children who
he only saw for one month per year. In the early years, “next year” he would
bring them when the schools were good enough, but over time that idea faded
from conversation. He was one of the most committed advocates to ensuring
that microfinance benefitted the very poor that I met in Juba.

SUMI opened its doors in Yei in 2003 and had more than 2,100 clients
in its first year of operation. It then expanded with apparent ease. Branches
opened in Yambio in June 2004, Maridi in June 2004, Rumbek in February
2005, and then Juba in February 2006. SUMI had started with the group loan
offering, and then rolled out salary loans to employees of organizations in the
five towns. Thereafter, SUMI offered individual loans for group-loan clients
who had already repaid five group-guaranteed loans and for new individuals
with collateral and a business that had operated for over a year.

With this snapshot of growth in mind, SUMI may have appeared ready to
be weaned from USAID, and become independent.

DONOR HARMONIZATION

Flash forward to 2005. The Comprehensive Peace Agreement was signed
in Nairobi, and donors from around the world set out to strategize on how
to help Sudan recover from the war, as donors do. The head of the Japanese
delegation saw a strategic geographic position and “pushed his country ‘to
do something’ to help for its stability.” The chief of the German delegation
likewise “likened aid to Sudan to the Marshall Plan that helped rebuild her
own country after World War II.”%

The Oslo International Donors’ Conference in April 2005 was a key event
in the current case. Pledges at Oslo created two trust funds—one for each
the north and the south—to be administered by the World Bank, “working
together with UN partners, donors, civil society, and the respective govern-
ments.” The Sudan Multi-Donor Trust Funds (MDTF) came from the Nether-
lands, Norway, United Kingdom, European Commission, Sweden, Germany,
Denmark, Finland, Italy, Iceland, Greece, Canada, Spain, and Egypt, add-
ing to a “historic” US $10 million contribution from the World Bank’s net
income.”” The trust fund of US $344 million was specifically designated to
Southern Sudan as the MDTF-S.

The 2005 Sudan: Framework for Sustained Peace, Development and
Poverty Eradication report, written by the Joint Assessment Mission (JAM)
comprised of the World Bank, the UN, and International Monetary Fund
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(IMF), presented ‘“the reconstruction and development requirements for the
consolidation of peace, and for attaining broad-based growth, poverty reduc-
tion and sustained human development towards the Millennium Development
Goals (MDG), firmly grounded in the historic Comprehensive Peace Agree-
ment (CPA).”” Compared to UN annual work plans, the JAM evaluation
looked to plan years ahead, through the interim period, and thus was “an
opportunity to ‘think big’ in terms of long-term development planning for
Southern Sudan.”*

The JAM report was an important record of agency values to be emulated
by the donor community. A year later, the GOSS drafted an Aid Strategy
for Southern Sudan?® based on the JAM assessment, to become the basis for
managing aid and development activities. Importantly, it outlined basic donor
coordination mechanisms, specifically, “aid coordination and harmonisa-
tion became the key principles for the international engagement in Southern
Sudan.”? In the earliest years of peace, the harmonizing vehicles were UN-
based and pooled funds—such pooled funds marked an important moment
in the recovery period as they aligned with a liberal peacebuilding approach.
They offered a way to be efficient, as well as to align with priorities within
the international finance provider regarding the superiority of the private sec-
tor (over the government). Pooled funds also represented the negotiation and
melding of donor ideas in the microcredit sector, which received such funds.

The JAM’s first follow-up assessment in 2006 revealed IMF/WB estab-
lished preferences for aid programs that incorporated liberal peacebuilding
goals. The “short note [was] analogous to the Joint Staff Assessments that
Bank and IMF staff routinely prepare for consideration alongside national
poverty reduction strategies.” The initial report had hundreds of directives
within its hundreds of pages, but this seventeen-page report contained fewer,
and had substantially more pointed action items in such that it might be seen
as a microcosm. One thing was certain: it obtusely called for a limited role
of the state in matters pertaining to markets. It was a World Bank boilerplate,
as Graham Harrison has said of similar documents,* which emphasized the
role of the private sector. So advised the report, “There is a temptation when
planning for a new era for the nascent GoSS agencies to evolve towards a
system with too much government involvement in the economy and in ser-
vice provision. This, however, needs to be avoided, as the private sector is, in
many cases, a more efficient agent to deliver on service provision.” To those
ends, JAM recommended a four-pronged approach to private sector develop-
ment, and encouraging microcredit schemes was chief among them.**

The extensive JAM report and the MDTF-S made economic growth a
priority, and proposed that microfinance was a key strategy for achieving
and sustaining this growth. As the first of five stated economic goals, JAM
advised a diversification in income sectors from oil (its largest by far, upon
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which the south was seen as too reliant) to other sectors including mining,
manufacturing, and agriculture. To accomplish this, the assessment suggested
key policy interventions and “developing mechanisms for increasing access
to seasonal credit for small-scale farmers, and to micro-finance in general for
rural residents.” This forecasting was reminiscent of the USAID vision a few
years prior.

A senior World Bank staffer in Juba described in an interview how the
microfinance effort “started right from the beginning” in 2004 and 2005 when
there was a joint assessment mission.

Now, we looked at this situation and said fine the MDTF has come in under the
administration of the World Bank and there were quite a lot of things that they
wanted to do. Some of them were relegated to second stage, but others had to
be fast tracked. One of them was the support to microfinance lending to micro
enterprises. Yes! That one had to be fast tracked because we didn’t have to wait
for the policy and the bill and all that to be prepared. That would have been a
blessing before we started the microfinance on the ground. We needed a law
on the ground to guide us, but we couldn’t wait for that law because people
had to recover. And one of the characteristics of a post-conflict environment is
always setting up these petty cash kind of home-based businesses, which are
for recovery purposes. And we say “no,” let’s allow the people to recover in a
better way, in an easier way, by unleashing to them this possibility of getting
financial support.

The MDTF funds administered by the World Bank created the opportunity to
leverage its vision. In 2007 the World Bank Fund launched the microfinance
support plan and began laying out disbursements by 2008. In 2009, the lead-
ership realized it was becoming too much of a burden on the central bank and
subsequently created a new apex organization on the ground called the South
Sudan Microfinance Development Facility (SSMDF).

The SSMDF was established by the interim Government of Southern
Sudan as a private company to coordinate donor funding for microfinance.
The SSMDF was an apex institution, a conduit bringing together the prior
mentioned donors and investors in efforts to promote loans and microcredit
support in the South. Formalized as a company limited by guarantee,® the
SSMDF received funds from stakeholders such as the MDTF, the Central
Bank of Sudan, and GOSS, with expectation that the technical assistance
(TA) funds were grants (not to be paid back), but that their zero to very low
interest loans to the MFIs would be paid back. The SSMDF furthermore
organized TA, wholesale loan funds, and supported policy advocacy for the
sector.

Many major state and multilateral agencies put their money and faith in
the SSMDF to allocate funds to the MFIs. The MDTF-S and Bank of South
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Sudan each contributed US $1 million—a seventh of all private-sector funds
available for microfinance in South Sudan at that time. This also amounted
to a fifth of the Southern Sudanese microcredit pie as a whole. Other pooled
funds added to the microfinance sector through the SSMDF fund, too. The
World Bank’s Gender Action Plan and the United Nations Capital Develop-
ment Fund (UNCDF) would also put US $4 million of debt into the pot, and
the United Nations Development Programme (UNDP) was a sort of gap-
filling funder, offering its funding as grants toward training and TA through
the SSMDF.

The World Bank consultants selected the MFIs that would receive support.
One told me that this was done quite competitively. Accordingly, twelve or
thirteen companies showed interest in receiving such support, yet decision
makers only selected the three that were “doing a really good job and could
be groomed.” They reasoned that “the best way is to have homegrown micro-
finance because this is the one that understands the people and the people
understand it.” While none were genuinely homegrown, the idea that certain
MFIs were most plugged into what people in Juba needed was the basis for
the World Bank choosing to support BRAC and SUMI with loan funds dur-
ing the pilot period. SUMI received US $344,000 (and $56,000 in TA grants)
while BRAC received US $200,000.3¢

Besides the monetary support, the SSMDF pushed its will through a good
deal of advisory work and training. “We also have the bold business plans,”
the director told me proudly. “Some of the new institutions are small and they
have the vision, but how to fill that vision in the home of strategy, they can’t.
So you have to dissolve their vision and turn it into actionable strategy. We
have them do that.” Future funding was contingent on planning according to
their vision. This also explained why Finance Sudan, a small MFI in Juba
town, was not among the first round recipients.

SSMDF considered Finance Sudan during the pilot period, but held off for
a couple years. A director explained their decision-making process to me:

ARC was an NGO, but it had a window, a microfinance window, that was
Finance Sudan. We thought it was not going to be the best model, because [the
clients] were already used to donations so whatever they received they were just
using for consumption and therefore not paying back. That’s why some of our
banks, then, were collapsing. We didn’t want that to happen again with the new
microfinance paradigm. So we advised ARC to legally register that window as
a microfinance body because that was the only way to impart the knowledge on
the entrepreneurs and teach them whatever they borrow, they have to pay back.

The World Bank’s vision for microlending precluded a large amount of blend-
ing with charitable services. Loans that proved too costly to beneficiaries
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were adjusted. For this reason, The World Bank also rescinded support for
MFIs that went too far off course. Citing a local MFI that formed a coopera-
tive structure beginning in 2008, a senior World Bank field staffer described
the reason the MFI was overspending.

We thought the microfinance could help in supporting the farming community
by giving them services. Basically what these farmers needed was just the ser-
vices to do their businesses. But later on we found out that the model was too
expensive, even for they themselves to survive, let alone the enterprises they
were going to support. They were outgrowing such that they were going to tap
into the resources. So we thought that was not going to be the best way and we
canceled them off.

SSMDF was a lifeblood donor and gatekeeper for the MFIs. Donors deferred
to their vision and in the process, tacitly supported the World Bank model
for microfinance. In an expected World Bank style, not just any kind of
microfinance would be encouraged, but only those that were “establish-
ing commercially viable microfinance service providers.” The Washington
market-style microfinance ideal was soon adopted as a calculated maneuver
to achieve the desired sustainability outcomes. World Bank staff managed
monies earmarked for loans and grants needed to support capacity building,
which equated to training and inculcating local staff. Staff members also gave
advice to those working in MFIs, much like a wise grandmother who tells
you what you should think—and if you want the loan, you have to follow
the “wisdom.” Meanwhile, another up-and-coming Juba NGO began to offer
microloans.

INSIDE THE BANGLADESH RURAL
ADVANCEMENT COMMITTEE

BRAC arrived on the scene with its own support base. BRAC South Sudan
is a subsidiary of the large parent NGO Bangladesh Rural Advancement
Committee. BRAC was founded in 1972 by Sir Fazle Hasan Abed and is the
largest purveyor of microfinance in Bangladesh, the so-called birthplace of
microcredit. Bangladesh is also where Nobel Prize winning Grameen Bank
was born a decade later. BRAC has done more than microlenders anywhere
to equip microcredit with a broader landscape of financial tools, like sav-
ings, that can be mobilized in the event of a crisis. BRAC includes so much
assistance alongside its credit programs, that Roy’s major thesis analyzing
the competing lending paradigms places its practices more within the realm
of “social protection” (i.e., relief) more so than just lending, in contrast with
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how BRAC emphasizes its credit programs in its branding and marketing
approach.

“Unlike Grameen, which is mainly a microfinance and savings opera-
tion, BRAC does practically everything,” praised The Economist in 2012.3
Between BRAC’s long history of community-focused microcredit provision,
alongside activities in sanitation, agriculture, and education, it is the largest
development NGO in the world, “measured by the number of employees and
the number of people it has helped.” BRAC is commended around the world,
even by the likes of Nobel Economist Amartya Sen, former US president Bill
Clinton, billionaire George Soros, and Economist Paul Collier, all of whom
are quoted on the BRAC website homepage, which also proclaims, “BRAC
is the most outstanding social enterprise in the world.” Such endorsements
correlate with a strong donor base that secures its funding and allows it to
expand beyond its origin Bangladesh borders.

Birthed out of its own conflict in Bangladesh, BRAC seemed particularly
well prepared to engage the complexities of the postwar economy in South
Sudan. “Just after the independence of Bangladesh, BRAC started as a relief
organization to rehabilitate the war affected country,” the BRAC-SS director
reflected in an interview. “And later from our experience, after some days,
we conducted some studies through our research unit in BRAC to know the
impact of the relief program. And from this study, we learned that relief is not
the right approach for sustainable development. That’s why BRAC become
a development organization and, like BRAC did in Bangladesh, we changed
many things.” As early as 2002, BRAC was expanding franchises abroad,
“because every community invited us from other countries,” the director told
me. Given that the paradigm of flexibility was built into the organizational
fabric from its mission statement to its integrated research, BRAC manage-
ment believed the organization was well positioned to adapt to a range of
particularities in South Sudan that it had not encountered in its hometown
experience.

From the start, BRAC-SS conducted in-house research and monitoring that
was far more robust than everyone else’s. Before knowing that this strength
was part of their global reputation, I was struck by the attention their staff
paid to what was going on in their programs. Field workers were keenly
aware of the challenges faced by their members. Initially establishing itself as
an MFI in 2006 in South Sudan, by 2009 BRAC-SS wrote their new master
plan for microfinance.

The BRAC master plan differed greatly from the other two cornerstone
MFIs in Juba. On the chasm between Washington and Bangladeshi MFIs, the
other two (SUMI and FSL) had in their mandates a priority for sustainability
that was less urgent for BRAC. One important distinction in the BRAC mis-
sion from much of the microcredit industry is the established commitment to
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“hearing from the poor;” over the years, a variety of programs were deployed
that were shaped to fit local needs. Hence, in BRAC, lending is typically
coupled with several types of programs. The BRAC master plan in South
Sudan experimented with outreach to women and adolescent girls (all their
borrowers were women, compared to more or less half at the other MFIs), as
well as skills training. “For the microfinance operation, we are following the
group closely,” one of their top directors told me.

BRAC also had a unique support system. Its capital came from multiple
sources, but most came from the support of its parent organization. The
BRAC African Loan Fund, a US $62 million socially minded fund for debt
financing, was raised to expand microfinance services in Uganda, Tanzania,
and South Sudan. “Committed to principled prosperity,” writes the fundrais-
ing agency on its website, “to improve the livelihoods of all in ways that
over the long-term are equitable, effective, and preserve the earth’s resources
as opposed to short-term gains that require unacceptable trade-offs between
economic, social and environmental objectives.”*® BRAC also accessed funds
through the SSMDF and the UNCDF, both of which were channeled by the
World Bank. According to their in-house researcher-historians,

The programs started in 2007, and concentrating in Juba first, then it went to
four other areas, extending to Yei, then Jonglei, and other two places. And all
these ones from 2007 up to 2009, we were having some African Loan Fund,
and coupled with support from Stromme Foundation and another network of
organizations. And we also got some support from UNCDF.*

By the spring of 2008, Kiva, the American nonprofit that channels individual
contributions for loans to MFIs, joined in the support for BRAC. Kiva cited
an appreciation of its targeting returning war refugees and widows, “most
of whom lack confidence, capital, skills in income-earning activities, and
opportunities for financial access.” Kiva seemed sensitive to the idea that the
very poor need and can use credit. While Kiva finances only zero-interest
capital eligible MFIs, choosing BRAC was a tacit endorsement of the sub-
sidy-requiring model. As long as their donors receive full repayment. Kiva
therefore furnished BRAC its standard capital offering. While subsidized
projects would still have to be supported by other means, Kiva nonetheless
became a significant contributor to the South Sudanese microcredit sector,
providing over US $1.7 million to BRAC in just three years. Notably, once
BRAC rescinded its loan operations, Kiva moved their its support to another
MFI open to funding; repayment had been the conditional factor for Kiva.
My experience at the BRAC offices felt as warm as the organization’s rep-
utation. I was referred to Mr. Siddique, who had a reputation preceding him
that even non-industry Juba dwellers said he had been working for BRAC for
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thirty years and would “know everything.” I emailed him and did not hear
back; so I later showed up without appointment to attempt a meeting. After
signing a visitor’s sheet, I was taken directly to his office. He was jovial right
away and told me he did not reply to my email requesting an appointment
because he did not think it was appropriate to write to a woman late at night.
I had never paid attention to the timestamp on emails, but I found his apology
to be a kind effort to be respectful. He was so aware of courtesy, yet unaware
that this norm in his culture had little salience in mine.

I told him I wanted to hear what BRAC does and that I wanted to know
about the differences between working here and working in Bangladesh. He
told me this work should be very interesting for my research. He indicated
that he would tell me more about how they had at least three iterations of the
lending program. They would try one plan and then change it according to the
circumstances, so it would require some time to discuss the Juba microcredit
program trajectory.

INSIDE FINANCE SUDAN LIMITED

Tied for second place with BRAC-SS in terms of setting up shop in South
Sudan, Finance Sudan was the first MFI that I visited in South Sudan. I dis-
covered Finance Sudan while investigating systems that received Sudanese
microcredit clients who were headed home from refugee life in the north-
ernmost parts of Uganda. In November 2006, The American Refugee Com-
mittee (ARC) founded Finance Sudan to facilitate microloans for returnees
establishing their livelihoods back home in Juba. The connection between
ARC and the Uganda MFI that sent their borrowers to pursue loans at Finance
Sudan in Juba was apparent immediately. I realized that FSL bore the same
logo and color scheme as Uganda Microfinance Limited (UML)—a blue dia-
mond with rounded edges and a red shadow. This was not by coincidence. It
was a visual brand, transmitting familiarity to borrowers coming to Juba who
had previously borrowed from UML while living in Uganda during the war.

ARC is a relief NGO focused on displaced people around the world. Its
webpage states, “ARC works with its partners and constituencies to provide
opportunities and expertise to refugees, displaced people and host communi-
ties. We help people survive conflict and crisis and rebuild lives of dignity,
health, security and self-sufficiency. ARC is committed to the delivery of
programs that ensure measurable quality and lasting impact for the people
we serve.”® ARC had been operating in South Sudan since 1994, focused
on capacity building, health care, and protection. They knew the population
well and of course, the organization was familiar with displacement-scenario
dynamics.
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ARC had a deep history with relief and settlement for displaced popula-
tions, but far less with purveying credit. Returnees within its system remained
the focus of ARC’s small credit Juba operations for the first year or so.
Finance Sudan instead offered group and salary loans for the first couple
years, and even by its third year in operation, it still had not expanded out-
reach in any way comparable to BRAC who came at the same time.

Unlike the SUMI directive to hire only Sudanese people, Finance Sudan
had no such restriction. This was evident in its staff composition, who
came from various East African countries. And though its target clients
were Sudanese, most were in a position to borrow (i.e., familiar enough
with either ARC or microcredit), had been living in East African coun-
tries during the war, and were therefore familiar with this composition of
providers.

Despite a long history serving displaced populations, the ARC microfi-
nance model focused on the poor more than the profits. Though its com-
mitment to supporting refugees might have been costly, Finance Sudan
established a practice of business training and “close follow-up mentoring”
of clients.* Under ARC’s umbrella, the MFI was not particularly sol-
vent,*> but it met its community impact mission standards. As an MFI, the
outreach of Finance Sudan was paltry in comparison to SUMI or BRAC;
Finance Sudan had just two branches in two states by 2008, compared with
SUMTI’s and BRAC’s combined dominance, covering 93 percent of the
market at that time.*® Still, the infrastructure Finance Sudan built physi-
cally and technically was enough to gain the attention of business people
looking for a new endeavor.

By the end of 2008, two years after its founding, ARC sold its shares of
Finance Sudan to Micro Africa Ltd, a privately held East African company,
and Finance Sudan became Finance Sudan Limited (FSL). In 2008, the owners
of FSL were bought out of Uganda Microfinance Limited—a profitable multi-
branch MFI—by Equity Bank, a large institution originating in Kenya. By
January 2009, the new owners transformed FSL from an NGO into a company
limited by guarantee, with new market-based standards to uphold. This transi-
tion brought FSL out of charity and into the culture of East African microcredit.

Against a plexiglass window at the FSL offices was a handwritten sign
that read: “trust no one.” I assumed the sign was a reminder to staff about
the clientele. Still, the message felt like it applied to me too. My requests for
an interview were put-aside, leaving me to assume that a meeting would be
a burden. After all, their staff were busy running a business. This was a con-
trast with my experience at other MFI offices. I was not given much sit-down
interview time in the early years of fieldwork, but FSL managers sent me on
a tour with their loan officer who also translated. Everyone we met loved the
services.
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Microcredit can be a lucrative industry. Much like the East African busi-
ness people, “cowboy capitalists” came to seize this opportunity in Juba.
Finance Sudan’s owners, who had profited greatly from sales of MFI chains
in neighboring countries, saw the ARC infrastructure in place. One of them,
James Mugabi, had his success reported as an impressive innovator in an
article entitled “Serial Entrepreneur Finds Success in Microlending.” In it, he
praised less what microfinance offered the poor, and more for what it offered
him professionally.*

When I was finally able to get a lunchtime meeting with a manager, he
verbalized his appreciation that I arrived on time. Notes were okay but audio
recording was not. As we began, he made a point of saying that he was brought
in with a corporate perspective, not an NGO one. He emphasized his expertise.
He emphasized his knowledge of the work. In the moment, I remember that it
felt cold and arrogant. Then I realized he wanted me, a foreigner from another
continent, to know that he felt clear about the needs of East Africans. He
stressed that we—both his staff and my curious self—should stay out of per-
sonal reasons why borrowers struggle and stressed with the same to his officers.

Purchasing FSL was a venture that sought profit. Though the smallest in
the first years of a South Sudanese microcredit history, Finance Sudan was
the MFI in town with the most unabashed profit orientation. In fact, it was so
business-minded that I was told more than once by various informants that
the Bank of South Sudan hired its CEO regularly for policy advice.

During my time in the field that summer, challenges were mounting for
Juba residents, including some in the microcredit industry. Transportation
of goods remained difficult because of poor roadways and lack of security.
According to the only circulating report of the industry, there were problems,
but none too severe by 2009. “Overall,” it stated, “the MFI’s experience a low
default rate in Southern Sudan.”* The report continued,

An exception to the rule is FSL, which has been suffering escalating defaults
(74.3 percent 30 day PAR) recently due to (a) poor management and controls,
and (b) a high concentration of clients in the recently destroyed market place in
Juba. FSL has dealt with issue (a) by hiring new management and introducing
relevant monitoring and control systems for staff performance and financial
management. It is currently in the process of modifying its strategy for future
expansion to resolve.*

At that time, Finance Sudan was the one with the most to overcome. By 2010,
Finance Sudan managed only 7 percent of the Juba microfinance market and
was its poorest performing MFI. Nevertheless, within just a few short years
it would be the last of these MFIs standing in town.
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Cookie Cutters and Meeting People

The role of postwar social ties
in acquiring microcredit

In the summer of 2013, I was invited to screening of films by young South
Sudanese filmmakers at a consular meeting hall in central Juba. There were
several short films about life in Juba—all very interesting. One showed a cer-
emonial cattle exchange up in a Lakes State. A more controversial one was
about a wife cheating on her husband. Each film was an aspirational conver-
sation—the creators’ effort to show the audience some part of home, or their
depictions of the many cultures that comprise South Sudan in the modern era.
The film that I found to be the most intriguing, however, actually appeared
the least “exotic” to me. It was shot in venues I had frequented in Juba, and
its cast was women in their early twenties, a demographic with which I was
familiar as I was most regularly in contact with them. The film began with
two groups of women exchanging skeptical looks with one another. The
audience and I did not know why, until the scene let us overhear one group
conversation: they were criticizing the other group’s skirt lengths.
Throughout the film, Juba women were regularly coming into contact with
people from different places and were navigating new ways of vetting who
and what was worth their trust. Although the cast included all young South
Sudanese women, their wartime residences had them wearing different styles
of clothing from each other, which led to an initial stream of judgment. By the
end of the film, the women eventually bonded over common interests, which
then shifted the prior meaning of the clothing from wrong to fine. The point
of the young filmmakers’ story was to reflect how, even through division,
common interests and values have the power to unify the South Sudanese.
South Sudan is often referred to as a returnee state. Following its 2005
Comprehensive Peace Agreement (CPA) with northern Sudan, an influx of
more than two million Southern Sudanese returned to their homeland, after
decades in exile due to the Second Sudanese Civil War.! Many development
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programs were introduced to stimulate South Sudan’s economy and social
ties among people whose lives had been affected. While activities aiming to
stimulate recovery were vast, ranging from reintegration of ex-combatants,
to rebuilding damaged infrastructure, little was known about how such pro-
grams might impact a tense postwar society.

Optimistic observers hoped that the prosperity of group loan format would
create much-needed social solidarity in the wake of conflict, but they were
largely blindsided by the role that postwar social networks played in shap-
ing borrower access to the loans. This chapter shows the way in which the
mutual guarantee group loan model worked as a sorting mechanism, but not
one that accurately assessed risk. Social prerequisites that were built into
the loan process ended up governing borrower access unevenly, fostering an
unfair system.

GROUP LOANS AND MICROCREDIT

For new clients, the group liability contract is a necessary requirement in
order to obtain loans.? With group loans or “solidarity loans,” members guar-
antee for one another in lieu of material collateral. This joint liability system
benefits the lending institution because it transfers the risk from itself to the
co-borrowers.®> Because the individual members in the groups know more
about one another than the banks do, and can impose pressure on one another
to pay, group loans are thus viewed as a solution to problems of adverse
selection, moral hazard, auditing costs, and enforcement.*

Much of the research on group lending builds upon the idea that microfi-
nance uses preexisting social capital in place of material capital in order for
people to attain loans. This is thought to produce higher repayment rates. As
a result, much of the work written on group lending has examined the social
ties that happen within peer borrowing as a potential predictor of repayment
rates. Studies have looked at the role of borrower willingness to repay loans,
personal trust between group members and social homogeneity,® and strong
in social capital’ has been able to affect repayment rates.

Broadly speaking, the co-borrowing arrangement also receives praise for
creating social capital. “The solidarity group, because of its basis in mutual
support, frees borrowers from . . . dependent relationships. Further, the peer
group itself, becomes the building block to a broader social network.”® Ideas
like these allow for the intervention to be dubbed socially beneficial in a
postwar society “because it helps to reconstitute assets, it repairs or mobilizes
social capital and it gives a kick-start to income-generating activities.”

Yet many others surfaced with different viewpoints, arguing that group
lending transforms social ties in ways that are less than beneficial for
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participants. Since joint liability programs create pressure on and among
borrowers, for instance, sometimes borrowers see the reliance spawned from
these relationships as burdensome.'® Many scholars have noted the ways
credit as capital has exacerbated social tensions between borrowers, their
families, and their communities.'!

Whether microfinance makes use of social capital, produces it, or both, it
elicits distinct empirical questions. Supporting evidence for such claims may
be found in the group composition itself. In past studies on group lending,
analysts assumed membership is self-evident or automatically gained. How-
ever, while peer groups are central to microlending, little is known about how
client groups have formed, and whether or not different kinds of group forma-
tion processes have been significant in determining the borrowing, investing,
repaying, and social restoration that the literature anticipated.

All the microfinance institutions operating in Juba practiced standardized
group lending, regardless of whether institutions prioritized commercial
viability or poverty relief. It was used in virtually the same way, too. The
logic was that groups that self-selected their members could better monitor
each other than people who were not already tied to other members.!? As a
result, all MFIs tended to loan to self-selected groups, a norm that solidified
itself within microcredit practice by the dusk of the twentieth century. The
MFIs observed in Juba practiced the hands-off approach, whereby borrow-
ers selected their peers. What follows is an analysis of the process by which
groups formed in the early years of the Juba microcredit experiment.

HOW TO GET A MICROLOAN IN JUBA

In early 2009, I sat down with a top manager at the largest MFI in Juba. I
asked him about the nature of his clientele, and whether any specific demo-
graphics were targeted for services. Targeting women' and ex-combatants,'
for example, are methods often used in post-conflict microfinance strategy,
and I wondered whether they might be used in Juba. Instead, he offered
a description of the clientele based on identifiers I had not seen before in
microfinance literature or in the field. He estimated that of those receiving
microloans, more than 80 percent were formerly internally displaced persons
(IDPs).!> The returnees!'® began coming back to Juba just after the IDPs did,
he told me, starting around 2006. No non-Sudanese nationals were receiving
loans.

His response to my question surprised me in many ways. While I was
caught off guard by how he characterized the demographics, I was taken
aback by this figure. My first thought was that 80 percent of customers were
Sudanese IDPs was very high, as the group was one of the proportionally
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smallest demographic factions in the city. Unfortunately this was before the
First Census in 2009, so hard facts were hard to find. I suspected that those
percentages were not representative of the city’s demographic profile. At that
time, people were coming back to Juba from all over the region, and many
from even far beyond. In fact, most of the people I met after the peace agree-
ment were repatriating from Kenya, Ethiopia, Uganda, and elsewhere. In
any case, I did expect borrower demographics would to be representative of
the state or national demographics because of my association with “financial
inclusion”—a term used to describe the purpose of microfinance activities
within the scholarly community.

Juba was uniquely cosmopolitan compared to other states in South Sudan.
Within a couple of years from that initial interview, data was published that
confirmed my suspicions that there was a significantly higher amount of
returnees who had crossed international borders, than the amount of IDPs
returning from other states of Sudan. In fact, the vast majority of the popula-
tion in Central Equatoria, the South Sudan state that houses the capitol city,
was repatriates. Eighty-seven percent of the near 40,000 individuals returning
to that state had been outside the country—refugees—during the war.'” Only
13 percent of the Central Equatorial population were IDPs, that is, people dis-
placed somewhere within greater Sudan during the war. This unique makeup
of the Juba population contrasted with the rates of returnees across the whole
country.'8

In a place with such demographics, why did the micro-lenders dispropor-
tionately service IDPs? Was there something about IDPs that made them
more desirable clients?

I was curious about this, but carried on. At this point in my research, I
remained on my original course, asking the MFI staff broad open-ended
questions. I continued to ask about the institutional process from the same
interview schedule. It was not until several months later that I was able to
situate these lingering questions into the broader story at hand.

I continued the conversation about institutional practice with Michael,
the manager mentioned above. I asked him about the types of loan products
his MFI offered, and he told me the standard offerings: group loans for new
borrowers, individual loans, or advanced loans for those already operating
medium-scale businesses. The mainstay of their service was group loans, as
they could target small-scale entrepreneurs. Then, I asked about the maxi-
mum loan size available to first-time group loan members. (I wanted to know
these figures, as they would help indicate the scope of the projects that clients
were able to undertake with such loans. It would also have helped me under-
stand whether or not the bank was targeting the very poor.)

He delayed and then said, “It depends but, but I’d rather, first of all you
have to—to be at least five people. Yeah, and not more than nine because
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we realize it becomes tedious for the group members if the group is big, so
managing it and following up is a bit difficult.”

I had asked him about first-time loans amounts, yet he responded with
information regarding group formation, specifically the preferred size of
the groups. While group size was an interesting organizational concept, his
response was tangential to my question.

At first, I surmised that his changing the subject meant that either he did
not know his institution’s predetermined loan amounts, or there was no spe-
cific rubric for him to reference in the conversation. However, both of these
theories seemed highly unlikely since he had worked in the industry for
fifteen years and knew it intimately. Instead, his assertion of what he would
rather discuss suggested that group size was a higher priority to him than
loan amount. If group size and the process of group formation were of greater
importance to the institution than assessing the amount of capital disbursed
to any member, then perhaps the manager was pointing toward something
significant. The question was how this emphasis might influence creditor
practice or client experience, which became clearer through other statements,
relayed below.

The manager’s response also carried another point relevant to the nature
of group formation. He reported that his targeted population was inclined to
form groups that were too large for the institution to manage successfully. In
his experience, there had been too many recruits per group, such that the size
eventually had to be limited. But this shows that the problem was not group
formation itself, as it had to have occurred with relative ease considering the
problem of large group size.

Several narratives repeatedly emerged regarding group formation, all of
them casting it as a pivotal moment in the microfinance process. It soon
became clear that the ways borrowers joined groups were nuanced; the
different layers of it were important to consider. Group formation was, in
part, socially based and, in part, institutionally designed. Descriptions of the
microlending process by various MFI personnel demonstrate what each per-
ceived to be the central activities.

I sat down with Thomas, a young loan officer who had come back home to
South Sudan the year prior, and asked him about the process of loan acqui-
sition. Thomas explained that after a microloan prospect first learns what
microfinance is, the next step for them was to form a group.

When a client comes in like this, he contacts you, you explain to him the prod-
ucts of the institution. You have to explain to him the product of the institution.
You tell the clients to go and form a group. But that the group she’s forming
should not be of the same relative. Should be from different tribes. The reason
behind is because if you know that this is a group formed by what? By the same
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relatives. Then they can connive; all of them will run away. Then where will you
get the what? The clients. So that loan will be a bad loan. The reason is if they
come from different families they cannot organize, they have different ideas.
One may attempt to influence others, “let’s do this,” but others would say “no.”

Thomas’s description of the process implied that group formation was the
primary task of a prospective borrower. A new client might have only heard
about available services before he or she was then immediately encouraged
to form a group. Unlike most strategic investors, here there was no assess-
ment of their prospective businesses, nor how they might suit the market of
their region. Instead, they received a simple directive to go and form a group.
In other words, although he did not explain what made a good business, he
elaborated in detail about what made a group function in the microfinance
process.

For Thomas, groups were not only central to acquiring a loan; they were
social machines that informed policy at the local level. It was in the institu-
tion’s policymakers’ interest that groups formed in ways that ensured sol-
vency, and the Juba management was tasked with translating what would
accomplish the aim locally. The policy that was thus crafted to govern
group membership, he explained, was that borrowers could not join group
loans with their relatives. His description suggested that the kinship network
was the primary heuristic through which loyalty was practiced, and the
policy assumed that its uniformity could be applied across time and space to
improve the group loan application process. These family criteria could sort
the good from the bad as, according to the logic, too much familiarity could
breed troubles in the payment process.

A branch manager, Joshua, explained the process as follows:

So we take them through the induction training, and along the way—it’s 30 min-
utes every day, but we do it for about two weeks. They come in just about three
times, so basically just about one or two hours training to take them through the
loans and a little bit about record keeping. And along the way they also have to
now select their office bearers; they have to get a chairperson and then to select a
secretary. They have to get somebody they trust who can collect their payments
and bring them into the institution. So, along that time we are also assessing
them and they know that they can tell whether they can meet the conditions or
not. So by the end of the training, that is when we start the disbursements.

Not unlike the MFI literature and advertisement campaigns, Joshua’s descrip-
tion suggested that groups were formed before the lender process began. At
Joshua’s MFI, the entire prospective group underwent induction training to
learn about record keeping and, during this process, the members undertook
selecting trustworthy group leadership. It was during this process, he said,
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that borrowers in the already formed group would have the capacity to deter-
mine whether they could “meet the conditions or not.”

Sharon, a seasoned MFI staff person responsible for outreach events,
described the membership process in a strikingly similar way to Joshua. Her
emphasis on the formation of groups at the beginning of the process high-
lighted the primacy of group formation.

We normally go out for marketing. We just tell them what we have, with what
we are dealing, either they like to join the company; they like to become a mem-
ber of a group, and come and get money from us. We just tell them the date and
then they just come. We give them training. So they come after training, then
we pay—give them the loan.

Like the others, she pointed out that once a potential client hears about
microfinance products at a marketing event, their next step was to become
a member of a group. After forming groups, and undergoing the required
training sessions, they were finally able to “come and get money from us.”
Group joining had occurred immediately after learning about the new service.
It sounded very easy to do.

The passage below comes from Tony, a branch manager, and it similarly
outlines the process of loan acquisition for working capital group loans. He
specifically accentuated the ease with which clients became official group
clients, while obscuring the details required for other loan options.

Most of our loans, with the exception of the consumer loan and the salary loan,
are the working capital loans." So that when they take the loan we really want
to say, “It has to get into the business” that’s why we make . . . an analysis of
basically your cash flow and then if it satisfies us, that’s how we go about giving
the loan. The individual loan is a bit detailed because we need collateral and you
need documents for those collateral. But for working capital it’s just basically a
membership card, which you have to fill in and you sign and attach your photos,
and then we just go to the assessment in the field, because the application form
also includes the guarantee of the groups.

Tony’s summary of the membership sequence once again placed group
formation at the initial and pivotal position for group loans. The group guar-
antee was included on the application to borrow. Prospective group clients
evaluated one another’s businesses according to the institution’s standards,
by verifying that each member’s business was indeed operating.?® In the case
of Tony’s branch, unlike in other branches, there was an additional step: a
cash-flow analysis between the contract and loan disbursal.?’ However, just
like the other MFIs in town, a group had to be formed first, in order for such
peer evaluation (of one another’s businesses) to occur. Yet, there was a flaw
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in these evaluations. As I will further unpack in the next chapter, instead of
choosing people based on their business capability, borrowers more often
vetted one another informally through other observations such as feelings of
closeness.

From the perspective of practitioners in Juba, decisions to offer micro-
loans were determined by whether members came as a group or not. There
was otherwise no systematic framework substantiating viability or market
demand across the surveyed institutions; only one of the three suggested
they conducted any analysis of the businesses, and even then, it was not
done regularly for the group loans. Collectively, the multiple MFI staff and
administrators that I interviewed in Juba were mainly satisfied with knowing
that potential clients had businesses already in operation, but were not nearly
as interested in what those businesses were, or what they needed to grow and
succeed. Instead, institutions focused on other indicators for success of their
loan disbursements.

Why would so much weight be placed on group formation, and so little
placed on the soundness of businesses??? The reason is actually quite simple.
Group making, for the MFIs, offset the cost and responsibility to “monitor”
and “enforce” a host of details. While there was a spectrum of institutional
involvement with group affairs once they were formed, most MFIs around
the world deliberately chose to put the responsibility of business verification
onto the group participants themselves. They explicitly argued that those
who work in the markets knew each other and their businesses better than
a loan officer who only occasionally visited ever could. Those in favor of
this approach championed its cost-effectiveness as well, even if the “bank
remains as ignorant as ever about who is safe and who is risky.”? It made
good business sense.

However, the procedures implemented by the Juba MFIs were not par-
ticular to Juba; they were standardized to almost everywhere in which group
loans are offered. Furthermore, although institutions emphasized the primacy
of group formation, what was almost never discussed was how groups were
actually formed. Since groups formed by themselves, one might expect that
the membership composition would reflect the overall demographic. Yet, as I
mentioned earlier, returnees were substantially underrepresented in compari-
son to IDPs, indicating that the sorting had to have been occurring at some
point within the process.

I returned to resolve this with another round of interviews.

HOW TO JOIN A GROUP IN JUBA

I asked Thomas, the branch manager I have mentioned above, about what
information his institution has collected about incoming clients, for instance,
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if applications asked any specific questions about their background, or if there
was anything unspoken that practitioners were attentive to. He responded,

No no no. We don’t assume. Like, for the education level, we always ask, “Did
you go to school? Up to what level?” Primary, secondary, and so on. And also
we ask them where their original places were, so from there we are able to
determine where this person is an internally displaced person or a returnee or an
indigenous person of the area. So we always ask those questions.

Of all the personal identifiers his institution might collect about its borrow-
ers, the only two that the manager listed were educational level and “where
their original places were,” as in, where they lived before and during the war.
These data were collected for identification purposes rather than eligibility.
Nevertheless, prospective clients noted the latter and would determine if and
how they would apply the frame when selecting their group mates.

This was the second time that this dichotomy, contrasting IDPs and
refugees, had been presented to me in a conversation regarding microfinance
procedure. There was a theme, one that extended beyond the microfinance
policymaker emphasis on group processes and delved into the realm of social
ties. MFI policy appraised certain social relations that allowed for the group
process to be beneficial to loan performance, expecting the formulation to
correspond to higher repayment rates. Unlike the rule prohibiting family co-
borrowing, the MFI field staff did not use the wartime location metric as a
policy to determine eligibility. And yet again, it had become worth noting.

My interview respondents continuously mentioned the places potential
beneficiaries had been during the war. This mirrored what I frequently heard
elsewhere around town. In a city comprised of more than sixty ethnic groups,
vast income disparities, as well as geographical knowledge, one can imagine
that citizens would be inclined to generalize groups of “others” according to
various taxonomies; but this taxonomy was unexpected in this context. While
mainstream international media narratives about the conflict characterized
the regional social divisions around issues of race and religion (Dinka versus
Nuer, Arab versus Christian versus Animist, North versus South), people in
Juba were instead referencing groups according to where they had been—
their place of exile during the war. They were adapting labels for groups
during the war, for use “after” the war. This was the predominant distinc-
tion. This occurred in various contexts, and of important relevance here, it
emerged in conversations pertaining to capabilities, work ethics, and even in
regards to microfinance feasibility.

Past or present tense, this wartime location distinction was spoken often
by Juba locals and was appropriated by outsider MFI personnel that were
working there. For example, in the following excerpts from interviews,
industry respondents referred to people in the present tense as what they were
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classified as (by international norms of refugee nomenclature, and by social
constructs) in the past. Repatriates were thus commonly called “refugees” as
if they had not yet returned already. Eventually, the MFI staff began noticing
the language use, and applying it to their analyses. They even sorted the data
that was collected accordingly, if only informally. By applying this language,
the MFI staff appropriated the semantics, shifting to the form of newly under-
stood local connotations. The fact that this labeling was arising consistently
in interviews about microfinance signaled its significance. The question was,
how was this location dichotomy affecting the process of borrowing?

It took time for the field level MFI staff to theorize the connection between
this location distinction and repayment. What follows are excerpts from
follow-up interviews with the same MFI personnel, organized in an effort to
understand this relationship between wartime residence patterns and group
loan access. These interviews suggest that locals-at-large, clients, and high-
level microfinance personnel all perceived that microfinance functioned dif-
ferently for the different demographics.

I asked Michael during his second interview, “Have you noticed trends
between those groups [IDPs and returnees]? How do their behaviors com-
pare?” He replied,

Well, to a small extent, a few of our clients have an idea of microfinance. Yeah,
they know that MFIs give loans, that they are repaid, with interest, or a service
charge (he laughed),? but the majority of them don’t know about microfinance.
And the reason why—even those that went out into exile and came back with a
little knowledge of microfinance—is that they did not even have access to those
services, so they are unable to move free about microfinance.

The main contrast Michael pointed out between the two groups was their
level of understanding about microfinance. People who were in Sudan (and
what is now South Sudan) during the war did not know much about microfi-
nance services, while those who were outside the country were more familiar
with them. Michael later described the challenge of operations given that, as
he said, for many borrowers the “aspect of loan [was] still foreign.” Although
those who were outside the country were aware of microfinance projects by
reputation, they had not been able to access the services. They were, as he put
it, unable to “move free about,” or make use of microfinance.

Geoffrey, a loan officer, noted how little the average Juba local knew of
microfinance in the early days of peace.

By then—it was a situation, which anything can happen beyond five kilometers.
It wasn’t secure. So we were limited, but right now we remove that one,” so we
give them induction training because in most cases nobody really knows what
microfinance is all about, from at least now they know.
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There was little exposure to the programs, further limited by security proto-
col that prohibited outreach to distant regions. When the MFIs were able to
expand and set up branches in neighboring areas, they initiated conversations
about their programs. He told me that once they were able to explain and
expose their activities to community members, that “at least now they know
what microfinance is: money ... which is intended to boost up your business.”
As told by many MFI staff, these were mostly new concepts for those who
had not left the country boundaries.

The majority of people who lived in South Sudan camps and towns had
never heard of microfinance before it came to Juba, but those who were
coming from large cities outside the country had been exposed not only to
microfinance but also to many different forms of banking including formal
banking, saving, lending, and money-sending services. Later in our conver-
sation, Geoffrey returned to the different ways new and old clients related
to microfinance. He affirmed the finance knowledge that the returnees had
gained abroad and summarized the differences between the groups as follows:

Comparing the IDPs and the returnees, well, the best we could say about the
returnees, they came with the knowledge. Uganda, for example, they have over,
I think 500 MFIs altogether. Almost everywhere you go you’ll find an MFI. And
most of those people know what an MFI is like.

Microfinance was very popular in Uganda, and the other countries that the
South Sudanese were returning from. Those who had lived outside of Sudan
therefore gained a clear understanding of microfinance institutions. It was
virtually impossible for them not to be, as MFI offices were public fixtures
and so many people in those communities utilized their services. This expo-
sure fostered familiarity with the services and sometimes even an interest in
participating.

The experience of IDPs and the few that remained in Juba contrasted
with those of the repatriates. A branch manager, James, described internally
displaced locals’ views of his program. Leaning back in his desk chair, he
retold the first impressions of those in Juba toward microcredit. He spoke
of the era immediately after the CPA was signed. This was a period when
NGQOs, including his own MFI, began to establish themselves in the region,
and locals and former IDPs were still the majority of the population because
the returnees had not returned yet.

“Here, when we started, nobody understood exactly what we were doing,”
he explained. “Actually, we were considered to be fleecing the community.
In one way or another, people wanted us out rather than in.” In short, most
people within the region considered the program a scam; microfinance did
not fit with South Sudanese preconceptions about what is beneficial to their
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community. Aid, on the other hand, was common. So were local rotating sav-
ings circles, which were in many places around South Sudan called thanduk.?
People within greater Sudan during the war were skeptical of microfinance
institutions, however, not only because they had not been exposed to it but
because the Sudanese state was governed under Islam, which had explicit
sanctions against lending with interest. The community in Juba at the dawn
of peace understandably saw credit services as so detrimental that they even
wanted purveyors to be barred. But skepticism did not get in their way of
joining shortly. It was easy for them to join.

A critical challenge existed between the folds of the members’ self-selec-
tion. Those who were receiving microfinance services were those who knew
the least about it. How could this be? Geoffrey, the same loan officer men-
tioned above, reported that repatriates had not broken into the microcredit
group-lending system due to the difficulty of group formation.

When these people [returnees that were abroad] came in, they got the sys-
tem immediately. Instead the challenge they had was meeting the conditions.
Because with the group loans, they really have to find somebody to allow
you to the groups. Because they didn’t know anybody. So if you’re still new
and nobody knows you it’s a bit difficult. So what happens they had the good
knowledge, they are well versed about the microfinance and they had that good
impact with the others. Because in most cases we do advertise ourselves but the
word of the mouth is so important about the microfinance. They suit in so fast.

The problem for returnees, who already understood microfinance well, was
that they could not begin the process until they were able to meet the recruit-
ment requirement of having a group to apply with. Returnees did not have
clearly delineated peer circles, were locally unknown, and often not invited
into groups.

Jubans were—and still are—frequently typified by their place of residence
during the war. IDPs and camp dwellers were considered alike because
they, for the most part, lived in communities together and had continuity
into post-conflict Juba. They also remained in contact with one another
and maintained social bonds. For instance, it was common for registered
displaced people living together in camps to move back to Juba together
through organized returns. Meanwhile, on the other side, almost ten times as
many South Sudanese were traveling back “independently” from cities they
had lived in outside Sudan—especially urban capital cities like Nairobi and
Kampala—where they mostly also lived alone.?’” Though they had often lived
in heterogeneous communities with their own trusted social networks while
abroad, these people had weaker social networks within Juba. Their social
networks were thus semantically invisible to the group forming to acquire
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microloans. Because having a group was necessary in order to participate in
the credit service, one’s place of residence during war—in country or out of
country exile—could single-handedly determine their access to microcredit.

Under typical microfinance operating procedures, joining a group is one of
many steps that legitimate a potential member to the lenders. But in the case
of Juba, it seems to have been the most critical barrier to entry. This language
typology—this categorization of people—had thus effectively shifted mean-
ing within Juba microcredit. For this reason, we can see why the IDPs were
the smallest segment, but represented the majority of microloan recipients in
those first years of the rollout in Juba.

It is in this context that we find that microfinance in postwar Southern
Sudan was built upon specific preexisting social capital. Returnees were not
invited to participate, at least in part, because implementation of the group
model presupposed a specific type of bond between members. Access to
credit was only granted to prospective borrowers who were willing to trust
others based on previous social networks. While IDPs had microfinance
knowledge, they also had less salient social formulations; this meant they had
little to no access. Whereas much research anticipates the impacts of social
trust on repayments, this research was important in tracking the role of social
capital leading up to loan disbursal (Figure 5.1).

Sometimes hands-off approaches to group self-selection work but it was
harmful in this case due to the failure to incorporate the social history of the
war. Each post-conflict region contains unique contextual factors that pose
operational problems and opportunities to the clientele. Here, the competing
factors surrounding wartime diaspora were of critical importance the process
of acquiring loans.

There is furthermore difference between recognizing diversity on principle
compared to in practice; though the local meanings of wartime residency
were functional in some ways, they were far from “bridging diversity”
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Figure 5.1 Comparing Lender and Borrower Experience. Source: Author.
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enough so that the borrowers or the institutions could thrive long-term. To put
it simply, by applying the standard, hands-off, group self-selection procedure,
the Juba MFIs ended up giving access to some people over others. I call this
“de facto preferential lending”.

A FAILED MICROFINANCE INDUSTRY: DE
FACTO PREFERENTIAL LENDING TO BLAME?

Several important effects of de facto preferential lending can be seen by look-
ing back on what happened to the Juba microcredit sector during the period
following its introduction. I had the privilege of returning to the field after
these initial findings were made to see what, if any, the impacts of preferential
lending were in Juba. Much had evolved between my visits. The public had
grown less skeptical of MFIs as more of them had cropped up around town,
and borrowing had become much more common. In this new period, I was
also able to identify some outgrowths of the de facto preferential lending.
Specifically, the groups that initially formed around displacement networks
faltered in carrying out the MFI procedures and business practices.

The nature of the postwar economy was one of several challenges that
threatened the Juba microcredit industry. The economy itself presented sev-
eral hurdles, and borrowers put the loans to use in many different kinds of
businesses. Some bought charcoal in bulk, and others bought and sold various
foods: dry beans, fish, and cooking oil, to name a few. Others sold fresh foods
like tomatoes and cabbage. Some did a mixture of many of these practices.
Almost every item that borrowers bought and sold was imported from abroad.

The postwar market structure provided plenty of challenges in its own
right, and the borrowers that had been abroad wielded strategies to overcome
them. Repatriates had the social networks they had created as expatriates to
exploit and maintain. However, that capital was not local, and thus it was
invisible to the MFI policymakers and to many potential co-borrowers.

There is good reason to suspect that the de facto preferential lending also
influenced the sector’s demise. Reasons not specifically tied to the economy,
as identified by those who participated in the sector, included the financial
skill deficit among those who received loans combined with scant business
opportunities. One manager with intimate knowledge of South Sudanese bor-
rowers reflected:

they have gone through a long war, you’ll find that the number of income gen-
erating activities in South Sudan is very low. That is the people, most of the
people here, they lack skills. So, when we provide them loan, as they do not
have skills, they do not know how to utilize that fund using their skills.
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His commentary suggested that those who were actually receiving the first
wave of loans were not prepared for the business undertaking. I elaborate
upon the hazards of field staff diagnoses of borrower ailments in chapter 8,
but for now I simply draw attention to one assessment within a complex
web of challenges I believe he was right about. In fact, staff remarks about
borrower unfamiliarity with running businesses with credit in many ways
forecasted aspects of the eventual demise of the microcredit system in South
Sudan. A couple of results from surveys of 100 borrowers past and present
from 2012 to 2013 illustrate the lasting wartime dichotomy relayed to me by
MFI staff.® I was able to ask borrowers where they were during war, if they
had been somewhere with microcredit services offered, among many other
questions about their experiences. Did familiarity with microcredit yield bet-
ter results? Not necessarily. Being familiar with microfinance prior to Juba
did not predict whether or not borrowers had a good experience in the eyes
of clients, or the difference between quitting and being kicked out. But it did
influence how these borrowers used their loans. Even though fewer repatri-
ates received loans in the early years, these borrowers who had been exposed
to MFIs abroad demonstrated a couple of advantages in their business strate-
gies. For one, people who had borrowed prior to Juba were twice as likely to
have businesses that combined food and non-food items. This meant a diverse
portfolio, which spread those borrowers’ risk across their spectrum of com-
modities, including things that could not rot. One the other hand, people who
had not borrowed or never saw microfinance during the war were about 30
percent likelier than their counterparts to have sold food only.” Relatedly,
people who had seen and used MFIs in the past were far likelier to earmark
or set aside a loan payment at the beginning of their loan period, than those
who had not. Though again, not a perfect proxy for success in the eyes of the
borrowers or the MFIs, this suggested that they might generally have been
better at making timely loan payments.* These results did not predict whether
or not borrowers resultantly attained higher incomes or better quality of life,
and neither do they show the extent to which even well-prepared borrowers
struggled to meet their achromous social and market demands, which are dis-
cussed at length in chapter 7. However, they do show that the de facto sorting
put those with better business and borrowing strategies at a disadvantage.
But the nascent Juba microfinance industry did not reach those who were
better suited for the services. The policies that MFI staff enacted in South
Sudan precluded many poor returnees who already understood commerce
and microcredit methodologies, at least to some degree. Many seasoned
entrepreneurs and seasoned borrowers did not receive services due to limited
or undervalued local social bonds. Instead, the institutions’ portfolios skewed
toward beginners, with the majority of those receiving loans being compara-
tively inexperienced in the marketplace and also in borrowing practice. Many
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were so unfamiliar with the premise of borrowing that they were even skepti-
cal of the program at first and needed to learn about its basic components.
Lending to individuals without skills was negligent and more needed to be
done to bridge the divide responsibly. They required education about the
payment schedule and marketing education for altogether new entrepreneurs.
But I heard time and again that they received too little, if any at all. It was
not enough for the borrowers to succeed. The people who became clients ulti-
mately failed—and were failed by—the standardized hands-off microfinance
procedures.

The solidarity group loan replication in Juba set the microcredit sector in
South Sudan on shaky foundations. It overestimated the predictive value of
social cohesion during the loan cycle and underestimated the role of wartime
social networks in attaining the loans in the first place. The self-selection
model worked as a sorting mechanism along the wrong lines.

While practice of group self-selection offset lenders’ institutional overhead
and was efficient in getting the loans out, it did not result in positive balance
sheets. And, although the strength of social ties among borrowers despite
hardships was remarkable, what came after group formation was much more
challenging for the borrowers to navigate based on that trust alone. The loan
parameters proved exceedingly difficult to navigate in Juba’s post-conflict mar-
ket. And, as chapter 6 will show, the supposed levels of social capital that got
borrowers into groups did not function to garner satisfactory repayment rates.

The cut-and-paste model of de facto recruitment set in motion a sequence
of haphazard circumstances that were felt throughout the borrowing process.
It was a problem for those who easily gained access to loans and a problem
for those who were left out. In a short time, it became apparent at the MFI unit
of analysis, too, when the disbursed loans showed signed of souring.
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What's Trust Got to Do with It?

The value of postwar social ties within
the group borrowing procedure

After they had closed up shop in 2012, those in charge of the sector blamed
the dearth of social capital among the populace as a key culprit for micro-
credit’s failure in South Sudan. It was a surprising analysis to hear because,
as mentioned in earlier chapters, it was easy for certain groups of returnees to
find trusted friends with whom to join group loan contracts. As time passed,
after the 2005 CPA aperture, MFI branches appeared all over Juba. Micro-
finance grew more commonplace, concerns about microcredit “fleecing the
community” had subsided, and adoption flourished. By 2010, there were
45,000 borrowers counted by the MFIs. Some borrowers became interested
because they had friends relay how it worked. Compelling marketing events
near their shops convinced others. As time went on and people resettled into
Juba town, more joined the lending programs. The people interviewed in this
chapter borrowed during this period, when borrowers were no longer just the
IDPs who came into Juba with friends. In fact, by that time, I seldom met
any borrowing group that had met within Sudan prior to the CPA. The fact
that borrowers joined joint liability groups indicated some level of comfort
not just with the programs, but with each other. Nevertheless, many industry
observers believed the social solidarity was too low for microcredit.

SUPPOSING THAT WAR DESTROYED TRUST

One manager reflected in 2013 to me, after his MFI had closed shop, on the
industry shutdown in South Sudan. He spoke directly to the significance of
social capital in ordinary microfinance, and how he saw it in postwar Juba.
In particular, he indicated that Juba borrowers had weak social bonds among

123
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them, which compromised their ability to enter joint-liability contracts. “The
situation of South Sudan,” he told me,

the social bondage is not really there. That means you have to make sure that
the people, in order for them to co-guarantee each other, should be friends first
and get to know each other. But in other places we use the same model, and we
find that it’s easier because you find that people have settled for so many years.
They know each other and more details, and you ask, “can you co-guarantee
this person?” They say “yes” because the kind of social cohesion is very close.

The manager went on to explain how social cohesion influenced not only
group joining but also the procedures of covering for a defaulting peer.

The group approach was not appropriate for South Sudan because these people,
the social bonding of the people here in South Sudan, especially in the town
areas, the urban areas, is not as strong as it is in Asia or even in Uganda. Because
in Uganda from our experience, we found that if a member of a group failed to
repay their loans, other members pay on behalf of the defaulter.

By stressing the importance of the cohesion found in communities that had
been settled for long periods of time, he underscored the notion that such
bonds are prerequisite for group loans to function. By describing what
made the group loans work in non—post-conflict regions, he inferred that the
absence of those features would result in failure. Indeed, he concluded by
juxtaposing his experience elsewhere with what he saw in South Sudan, “But
this thing is totally missing here. This is because of lack of social bonding
here, because these people have been affected by long war of almost 40 or
45 years.”

This manager asserted the expectation in microfinance practice that social
trust gets people into groups, and that once in, the social trust would engender
the proper functioning of the group guarantee. His comments made plain that
the two most important things he believed the social bonds were supposed to
do were to get people comfortable enough with each other to cosign debts and
to motivate borrowers to follow through on their commitments. By contrast-
ing Juba with Ugandan and Asian experiences, his retrospective highlighted
why he believed the social ties in an area ravaged by war were inadequate
for either part required by the model. While there is little doubt that wars cre-
ate social fissures, the manager’s postmortem begs the question: Was social
capital scarce in Juba?

The very foundation of microfinance group lending presumes that
social capital enhances the economic process. A standard-issue group loan
(aka. solidarity loan or working capital loan) is received after the whole
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group—however you find them—signs up. Signing up means guaranteeing
for others, should they fail to make a (weekly or biweekly) payment. Each
person receives his or her own loan. All three Juba MFIs had borrowers col-
lect the group members’ payments, and a chairperson delivered the total sum
to the MFI. This was supposed to incentivize repayment: borrowers cannot
apply for another loan if payments are not made. How borrowers dealt with
the payments within their group was up to them, and little has been written
about how people manage what happens within the groups to make the pay-
ments to the MFI happen.

A peaceful Juba meant new social ties had to be formed and put to use.
Because it is so central to the microcredit arrangement, it is important to ask
how social capital is made and managed anywhere loans are given, and espe-
cially after four-plus decades of violence and diaspora. This chapter details
how participants navigated the social and economic dilemmas present when
co-borrowing. It shows how borrowers determined trustworthiness, how they
carried on when things went well and everyone could pay, and also what hap-
pened when not everyone could. There were surprising flashpoints of tension
and, sometimes, resolution.

SOCIAL CAPITAL WITHIN SOLIDARITY GROUPS

Social capital can be either the bond among people with shared qualities
or can bridge diverse others. To Robert Putnam, who is often credited with
propelling the term into popular theorizing, both were valuable for civic life.!
“By analogy,” he wrote, “with notions of physical capital and human capi-
tal—tools and training that enhance individual productivity—‘social capital’
refers to features of social organization such as networks, norms, and social
trust that facilitate coordination and cooperation for mutual benefit.””?

Social capital has taken root as a tremendously powerful idea in the devel-
opment world, yet its popularity has also led to the vocabulary being used
indiscriminately.? Despite this wide valence, social capital is most frequently
described as an enhancer of money—an external force that can solve the
market failure of imperfect information.* Imperfect information is, in simple
terms, when either the producer or consumer of a commodity does not know
something important about its worth. A common example is an unwitting
person buying from a shady used-car dealer who is selling a lemon. Social
ties allow a consumer to buy with confidence. People are less likely to exploit
someone they know, because there is an assumed degree of built-in account-
ability. Consequently, when more social ties are present in a society, more
transactions become more efficient.’
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As for its application to microcredit, social capital is supposed to allow
people to get into peer groups and convert their relationships into economic
assets. Microcredit peer lending is also, as Michael Woolcock (1999) pointed
out, a perfect terrain to observe the capacity for intragroup social ties confront
external economic cultures. Traditional lenders had an imperfect informa-
tion problem: they could not bear the costs associated with studying risk
of individual prospective borrowers. The group lending strategy offset this
risk by transferring the work of collecting information to the group and put
group members in charge of selecting and monitoring each other.® In theory,
familiarity among group members would lead them to perform well; social
sanctions should deter or rectify bad behavior. The positive side of this is
reflected in the industry language, “solidarity groups.” Most theorizing on the
social dimensions of microfinance follows such logic. For instance, Besley
and Coate (1995) argued that social sanctions actually give group lending
an advantage over individual lending, whereby peer pressure enhances loan
repayment. Strong social sanctions inhibit the moral hazard that people will
shirk paying back their loans.

Similar to the MFI manager’s analysis above, most research on social capi-
tal in microcredit revolves around two main questions: Can we identify social
capital when we observe it? And what good does it do the lending process?
Too often, as readers will notice in the literature summary that follows, the
questions are blended together. To better understand, we must understand the
nature of the social ties and their application in practice.

The effects of social connection have been measured in many ways. One
common belief is that trusting behavior is helped by similarity within a group.
For example, Karlan (2005) observed connection as ethnic homogeneity in
Peru, where he found that ethnically homogeneous groups were more trusting
in microcredit experiments.” In observation of actual borrowing practice from
a Peruvian MFI, he found that borrowers living closer to one another or who
were “more culturally similar” also did better at repaying and saving. Cassar,
Crowley, and Wydick (2007) also tested “social homogeneity” but through
clan names shared within the groups they experimented upon in South Africa.
As with Karlan, and despite deploying different observational metrics, they
found that homogeneity “is a good thing for group loan repayment.” Notice in
all these cases however, social capital was presumed to exist when research-
ers observed the predicted consequence on borrowing. In other words, they
only identified social relations as “social capital” when behaviors fit their
economic theories.

Others looked at whether the depth of bonds among borrowers enhanced
loan performance. Wydick (1999) found that groups comprised of acquain-
tances showed no significant difference from total strangers’ repayment rates
in Guatemalan microfinance.® Cassar et al. (2007) found that “the strength of
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acquaintanceship between members and the distance between their homes to
be insignificantly (and in some specifications negatively) related to group per-
formance.” They suggested the finding could imply that “the most important
component of relational capital may be interpersonal trust between members
rather than the underlying threat of social sanctions for non-contribution.
Godquin (2004) reinterpreted the depth of intragroup social ties as a func-
tion of the length of time groups had been together, thusly the researchers
expected that an older group would be better able to monitor and sanction
members. Homogeneity among group members, measured in terms of age
and education level, had no impact on repayment performance. They, like
Wydick, found that “group homogeneity and social ties among group mem-
bers are not always associated with a better repayment performance” in
Bangladesh.'” Social ties proved to have a negligible impact on rates of loan
repayment; older groups were no more likely to repay than newer ones.

Abbink, Irlenbusch, and Renner took a different approach in 2006. In a
university student lab experiment they simulated microfinance and used par-
ticipants’ self-reported perception of interaction frequency to measure social
closeness. They found that social ties in this construction hardly affected
repayment rates, and that repayments among close participants dwindled
over time in the experiment.!' Despite the widespread championing of social
capital’s effects on microloan repayment, these findings suggest that it plays
quite a small role. Part of the problem is that the constructs used to measure
social capital varied so greatly, as did the populations they studied. Most
studies reflected the drive to predict what social factors influence repayment,
not necessarily to find “social capital.” Such research was designed to help
MFIs and policy makers strategize and fine-tune their services so as to hedge
risk and turn profits. Clearly, the literature is conflicted as to which “indepen-
dent variables” matter most for garnering loan installments. Ethnic and age
homogeneity, time spent in a group, and many other indicators fell short in
predicting whether borrowers would repay the MFIs.

Not only do the above researchers measure social capital as an influencer
of repayment, most presumed that it is good for business. Social bonds,
though, can work both ways. The positive effects of association are what
one World Bank summary referred to as “Putnam effects,” whereby rela-
tionships facilitate economic gain by increasing trust. Yet, when testing
propositions on the effects of social capital on economic growth, another
trajectory is also possible. This is what the Bank report dubbed as the
“Olson effects,” whereby “associations stifle growth.”'? In other words,
associations can be just as disposed to corrupt behavior as they are to moti-
vate good behavior. Strong bonds among borrowers might result in “posi-
tive” outcomes to the institution (in this case, loan repayment) or they may
result in “negative” outcomes (coup de shirk, if you will). For example,
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Sharma and Zeller’s analysis of several Bangladeshi MFI solidarity groups
found social ties and group homogeneity (defined as enterprise and asset
similarity) negatively associated with repayment. In that case, group inti-
macy was counterproductive for repayments. They issued an important call
to action: “the important thing for financial institutions is to tailor services
such that it becomes worthwhile for the poor to establish a profitable long-
term association.”'?

The question of what social capital does—beyond the repayment as depen-
dent variable formula—is woefully understudied. I emphasized in the first
chapter that loan repayment may not reflect the ways a borrower would con-
sider a microloan a success. It is possible, for instance, that perfect repayment
results can exacerbate poverty, as when borrowers recycled their debts, even-
tually piling them up to an unmanageable debt. And several researchers have
uncovered serious social tensions when looking beyond economic-focused
outcomes. Indeed, solidarity lending can shroud pernicious effects happening
outside the banks, including inciting increased violence in borrower groups
and households."* Richard Montgomery observed “forced acquisition” of
personal items from defaulting members."> Lamia Karim observed public
shaming and “house breaking,” or selling off defaulting members’ homes in
Bangladesh, such that she situated microcredit within a “political economy
of shame.”!® Outcomes such as these are unseen, or at least unreported by
MEFI staff, and call into question what good social capital might do within the
multifaceted social systems in which microcredit is delivered.

Though the group-lending model is applied all over the world, its function-
ing relies on social networks, norms, and obligatory customs. In its imple-
mentation however, the group loan relationship is new to the participants and
should not be collapsed wholly into the social systems that predate it. These
are not simple economic or cultural processes. They cannot be understood as
singular events, and they certainly are not universal.

Determining whether social capital exists in any society requires knowing
how participants construct ideas about their bonds, before we can know if
they mobilized them as assets in borrowing communities. The complexity
is further complicated in a postwar community that is receiving returnees
from exile on an ongoing basis. But time in local residency was not the only
problematic variable when studying the Juba case. Community norms around
pricing, and market demeanor, and negotiation were established and negoti-
ated along numerous social networks for people with multiple language and
exchange traditions—there were eighteen tribes represented among the hun-
dred people interviewed. There were also presumably class, age, gender, and
other norms at work. No collection of ethnic anthropologies would reveal the
underlying metaphorical conversation about what might drive and nurture
social bonds.
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In an effort to map the domains that mattered to participants, I asked bor-
rowers a series of open-ended questions regarding how they selected their
groups, how they determined trust for each other, and what that meant during
the borrowing process. This information about group processes was somewhat
shrouded from the institutional personnel, as one manager stated: “We only
know when individuals get the loans; we don’t know anything beyond that.
After that point, we only know them as a group.” What follows are brief inter-
view vignettes that paint a picture of the social lives of loans. The borrower
testimonies noticeably disagree with the antisocial analysis of MFI managers.

VIGNETTE 1: JUST HERE FOR BUSINESS

Irene’s story exemplifies the concern of many post-conflict microcredit
observers, given that it speaks to the consequences of postwar mobility and
low social cohesion. I met with this thirty-three-year-old Juba resident at
Souq Melisa, an area that offers everyday foodstuffs. She was seated in a
booth in a row of lively women. She had her own table, made of one-inch-
diameter sticks and covered with a tablecloth. Upon it sat perfectly piled
pyramids of lemons and tomatoes. Underneath the table were clear, plastic
gallon-size tubs full of lentils and red beans. Hanging from the shady over-
hang above her head were rows of seasoning packets. She seemed happy,
with a bright demeanor.

At that point in time, Irene was no longer borrowing. I asked her why. She
immediately launched into a story that was wrought with frustration, though
her tone remained positive throughout the telling.

I just left the group because they were some members, two members, who did
not pay the loan when we were paying back. So they met and knew it, but I just
moved out of the group and left. But the group is still there. But for me, I just left
because the others are not contributing and it made me annoyed. I contributed to
pay for the other ones who missed, because they refused to pay.

This woman did not have the leverage needed to enforce payments from all
group members. Whatever group consensus existed, it operated irrespective
of her. This may have been a case of the “Olson effect,” where the other
members’ social ties ignited a maladaptive behavior. Whatever sanctions
Irene could enact, if any, were insufficient to persuade the rest of the group
to make their payments. Irene was unable to control the group, but she could
control her participation.

Without sanctions to make the delinquents pay, Irene grew perturbed.
I wondered what was lacking for Irene to enforce complicity from her
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co-borrowers. Suspecting that social capital played a part in the ability to
enforce sanctions, I wondered how she had become acquainted with her
group. I asked where she met them. She replied:

We just organized for the loan. We met in the market for just one month, we
took to get used to the members in the market. We all had shops in different
markets, at Customs and the market where we meet currently, but we met as the
group in Customs Market.

In order to give a loan, the main concern of the MFIs was that the co-bor-
rowers guarantee each other. Business verification was not done by the MFI,
but by the group. The MFI instructed borrowers that they should know the
businesses and suggested that they observe them operating for some months.
Ultimately observation was confirmed with a binary “yes” or “no” by mem-
bers when enrolling in microcredit solidarity loans.

Irene cleared the observation confirmation with one month of monitoring.
At the time when she was entering the group contract, Irene felt that one
month with the others was satisfactory, even though it was a task suggested
by the MFI. Saying “just” one month, in retrospect, emphasized her feeling
it had not been sufficient to judge the merits of her peers’ companies, or their
trustworthiness after all. In her analysis, time was a central component of
confidence building.

Another central point Irene drew attention to was distance. She and her
group members’ shops were in different markets. Implicit in her telling
was that having shops in the same market allows borrowers to observe one
another. The opposite was true in her experience. Vending in different mar-
kets prevented regular observation, and that was detrimental.

I asked, “Are you friends now?” She giggled and shook her head. “Since
2008, that time, up to this time now we are not friends. I have not met with
them. So I am no longer with them.”

Did the lack of an enduring relationship mark limited social capital in
practice? Weak social ties might explain why she was unable to sanction
group behavior, as predicted by the literature. Irene’s group knew each other
for only a short period of time and was not nearby in the market, and moni-
toring was costly. But, these were not the only things she would stress before
trusting another group.

I asked her, “Imagine you could go back in time and choose your group
differently, what would you do?”” She replied:

If I’'m to form a new group, I’'m going to consider one: the business the person is
carrying. Whether it’s a good business, if it’s going on well. And the second one
I want to know is the home of that group member. I’ll want to know whether she
or he is renting or owning his own land. That’s what I will consider.
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Irene recognized the inadequacy of the MFI staff’s suggested binary checking
whether or not the businesses existed. She wanted to see for herself not just
whether the businesses were running, but running well and more. I asked if
she knew those details of the people in her former group. She replied with a
tone of consternation.

I did not know their homes; that is why things did not work out well. Those
ones came from Uganda. They just came for business, to make it here. They
were not here. They are Ugandans. So they are not here with us; they organized
in the market.

People who came to Juba for business opportunities were not trustworthy, on
her telling. She explained they were “not here with us,” to evoke that they
were not genuinely part of the community. Here in the telling, the “they”—
“not us,” must be read as part of the newly independent South Sudan post-
conflict story. Entrepreneurial hustlers undermined the procedure when they
were not “with us.” Irene’s experience taught her that a deeper knowledge of
cosigners was necessary.

Specifically, she described knowing homes as a way of knowing whether
or not people were just there for business. Hence her reasoning that she
should distinguish between home renters and owners. She believed home-
ownership would better indicate a lasting investment in the community, if not
also personal wealth, and therefore merit her trust.

Most of Irene’s analysis of her experience affirms the importance of social
cohesion in co-borrowing. Though strong business acumen was desirable,
being in Juba solely to conduct business was not. One month for her group
“to get used to” each other was insufficient too, because acquaintance and
comfort were not equivalent to more the necessary social knowledge, or the
consequent possibilities for monitoring on an ongoing basis.

VIGNETTE 2: A CLASSIFIABLY POSITIVE EXPERIENCE

The next vignette is the kind of “success story” that an organization would
print on a brochure. It is also a story that departs slightly from the previ-
ously researched predictors of why that would happen. Joyce’s story shows
us that the value of time was particular to the nature(s) of social relations in
postwar Juba.

Joyce was an active borrower when we met, in a small group comprised of
five women in total. I began our chat asking how her group organized.
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You know we were suffering sometimes. We sat [came to work], but we didn’t
bring enough goods. So we talked, and by now there were people who were
moving and telling us about the loans. So we decided to join, and we went to
[the MFI] there, and they agreed, so they start giving us loan. We met here in the
market. Before the market, we didn’t know each other. But here in the market
we have been working together for long, for like three years. Now, in the group
together, it’s almost to one year. I know them. I know their homes. Some are
here in Munuki; others are outside.

I asked for clarification on whether she knew them as well as she described
before joining the group, to which she replied, “Yeah, we are all friends. Like
family friends.” The time spent in the market had blossomed into real friend-
ships for Joyce, and knowing her peers’ homes was a genuine outgrowth of
the friendship that preceded the borrowing procedures.

Though Irene and Joyce had different experiences—the former did not
know where her co-borrowers lived but this one did—both saw familiarity
with residences as an important marker of knowing others well. Notably, both
ladies had the same three preliminary reference points for trust: time, regular
business observation, and a sense of intimacy through knowing homes.

I wondered if any other prior association could explain the depth of their
familiarity. I asked, “Did you all come from the same place?”

No, no! We are not coming from the same places; we even come from different
tribes. We just met in the market here, then we saw each other, then we decided
to join ourselves.

Place of origin and tribe, according to Joyce, had little bearing on how this
happy group formed bonds. She went out of her way to stress that tribe was
unimportant to her. Seeing each other regularly at business was more important.
Confidence bred first in the market was unifying. While some element of homo-
geneity was important (daily place, goal and latently, gender), the ones used
previously by other researchers (ethnicity and provenance) were irrelevant.

When I asked what she was looking for when deciding which kind of
people to join with, she replied,

You know, when you stay with somebody you can know her according to her
behavior: how she behaves, how she does work in the market, if she is hard-
working. We know each other after one year like this: I know what kind of
person you are. When I am working with you I will know if you are lazy, if you
are hardworking, probably true. That is how we came to sort each other anyway.

She laughed a hardy chuckle and continued with specific, observable
scenarios:
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Ah, you see the way somebody work. You can see another person the table is
empty. Maybe there is money, but she doesn’t want to go and bring goods. Oth-
ers, they quarrel with their customers. Those people who bring goods to them,
they don’t want to pay; they start quarreling. After selling, they misuse the
money. You can see them! When the walkers are passing with clothes [for sale],
you bring [or buy the clothes]. When everything is passing, you bring. And that
is the money for business. You can know that this woman is not good in busi-
ness if she is shopping. Yeah, that is how we study each other. We know, but
mostly for those ladies who are single, they are serious with their work. Because
they are mother, father, they have not to joke around.

As with the last respondent, time allowed for observation was integral, a point
Joyce brought home by stating that all the required behaviors could be judged
within one year. Good business virtue, to her, was marked by professional
courtesy and chaste personal consumption. The observations she was making
for vetting included some based on business acumen (like keeping supplies
in stock), others on business etiquette (like avoiding when bartering turns to
bickering, which signified appropriate conduct), and other more personal situ-
ations (like being a single mother, which signified motivation). Each of these
observations required eyes in the market.

How we interpret her constructs of daily life though might not explain her
successful group borrowing experience. No one in Joyce’s group exhibited
deviant behaviors. Trust was observed before and affirmed throughout the
borrowing term. Was the vigilance effective in dissuading delinquency? “The
way now they are behaving, how they are behaving for those three years,
nobody has missed [payment]. So we know we trust each other,” she empha-
sized. I wondered what it might be like to be under such constant scrutiny
for her cosigners. “Have there ever been any problems or tension within the
group?” I asked.

No, it’s not difficult to work with the group. Yeah, they’re there, other people
who have a problem. You know, when you want to join as a group, you don’t
start each other. There are other people who aren’t good; they have bad charac-
ters. Others they just get the money like that and they run away. They leave the
burden to the other people. They are difficult. But in our group, we have never
made that one.

“No one has ever skipped a payment?”

“No no no,” she laughed. “We trust ourselves. Before we start going
for loans, we sat down and we see which kind of people can join with us
together.”

Joyce’s group had no problems and their long-standing social ties remained
intact. In this woman’s view, her group’s front-loaded observation strategy
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served them well. Saying “you don’t start each other,” denoted her belief that
one cannot champion others to improve. At the same time, she emphasized
that trust had developed as an effect of seeing each other repay. So, while the
nature of how they related within the borrowing context changed, the social
ties continued without anything to do with the group.

Joyce’s analysis centered on individualized agency, where each is respon-
sible for her own fate. In contrast to the first vignette, Joyce’s story empha-
sized that business acumen and personal situations were more instrumental
than the friendship depth or the business legitimacy. The stability of these
categories during her observation enabled her to move her frame of analysis
to the individual. Though her group was good friends, she made it clear they
would not have joined the group on the basis of friendship alone.

In all, it is remarkable how much people learned in a short period when
they had the opportunity to monitor each other’s behavior ahead of contract.
This might be good news, suggesting that post-conflict demographic transi-
tions might not be such a terrible impediment to microcredit once people are
able to observe each other in the new context. It challenges the presumption
that recently created social trust is of no value and sheds light on the ways that
borrowers vet each other. “But we are going even asking for big loan, now
they were telling us after fifth round, they are going to give each person her
own loan. And we are happy; we are now waiting for that [individual loan],”
Joyce concluded. However, not everyone has these rosy experiences.

VIGNETTE 3: OLD FRIENDS MIGHT
NEED NEW WATCHING

Next is a story of longtime friends. It is a story about a group that had been
internally displaced together during the war, and because of that fact had
gained access to loans rather easily, as described in chapter 5. It is a story that
upsets the theory that familiarity over a long time generates better financial
outcomes for the group. This story probes the limits of solidarity under duress
and illustrates what goes on behind the perfectly reported payments to the
MFI when microloans are declared successful.

Helen had her son on her lap in the shaded side of the resale area of Konyo
Konyo market. She was a dedicated group borrower despite small complica-
tions. Upon our introduction, when asked whether she had participated in a
group loan, she launched into her story. Pointing to a vendor in the adjacent
stall, but out of earshot, she spoke with a comfortable poise.

We are just neighbors in the market. Before, we were 14. We were 14 in number
when we started borrowing the loan, and there are seven left because we are not
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trusting. Sometimes they don’t pay; they use the money in their own way, they
don’t make a good profit maybe, like in time for payment, sometimes they are
not willing to pay. So that’s why we just decided to remain seven; the seven
are the ones who are cooperating. The seven who are not cooperating, they are
out now. They are no longer in the market. They are not here. It is us who are
cooperating, so we are still continuing with our business.

Failures to cooperate resulted in diminished trust that broke up the group.
Half of the original group, Helen judged, did not cooperate for reasons that
included not being able to pay due to business struggles and unwillingness to
pay, which were qualitatively different. For Helen, cooperation was a term
that encompassed multiple reasons for peer non-compliance. She had little
sympathy for failures either due to both personal and impersonal market
forces. She continued.

The seven who left are selling greens outside there at the greens tables outside.
They were at first selling in the shop when we started borrowing in the loan.
These other group members who were not contributing sometimes, sometimes
they didn’t pay in time. Those people [from the MFI], if they come, they give
the pressure on us. So the burden was mostly on us, which is why we had to
chase them. I contributed, because I'm the leader. So did other group members.
So, we are contributing to the other members who are willing to pay on behalf
of the others who are refusing to pay. So that’s why we decided to remove those
people out.

The group devised a strategy for evaluating how to proceed as guarantors for
each other based on a criterion of cooperation. If and when the MFI enforced
payments (note this was not uniform), group officers pressured the others to
do what was necessary to make payments. This was unpleasant and costly to
the cooperating members, some of whom covered for the delinquent ones, so
they deliberated and imposed a sanction on the less cooperative borrowers.
Willingness to cover for others was the most important feature that distin-
guished those who the continuing group allowed to remain. Even if borrowers
were failing to pay because of their business struggles, what mattered, in her
telling, was less about their preparedness to pay and more about their inten-
tion to do so. And the group honored those willing to cooperate.

Together they resolved to remove the uncooperative people from the group
altogether, and then devised a system to deal with it after the fact. The strug-
gling seven were pushed outside to a cheaper, less desirable rent-free area of
the market without stalls.!” Their sanction entailed not only removing them
from the loan group, but its costs removed them from the “formal” area of
the market. The significance of the market outskirts was multifaceted. The
greens tables outside were smaller and less permanent than the market stalls
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that these women were renting. This was a visible demarcation of class, on
the periphery, separated from the interior social world they had previously
enjoyed. The ejected members lost prospects for their business afforded by
being within the market proper, where customers headed to make bulkier
buys. The MFI simply marked this event as a loan clearance and a loss of
customers at the office level.

I struggled to make sense of how Helen found herself in that position,
of evicting her longtime friends. I wondered why the successful women
could not convince the others to repay in the first place. “So before, you
trusted those seven who aren’t in the group anymore?” I asked. It was then
when it became clear that she had learned to distinguish between notions
of trust.

I know them. We stayed for 15 years together so we know about each other
very well. I know how I feel about the type of work they are in because we have
stayed for long. Over 15 years.

Helen’s experience borrowing taught her that knowing peers over a long
period during the war did not, however, result in co-borrowing success. It
turned out that she was too optimistic and could not have predicted capacity
to make timely repayments or the willingness to guarantee for others when
the need arose. Given that the long-standing relationships proved to have lim-
ited value for this kind of business relationship, I asked what she might look
for next time. She relayed new criteria based on this experience.

I know some people if they take the money, if they start their business, some-
times they are not regularly in the market, sometimes some I cannot trust them.
I’ll know that some people are lazy. Sometimes they eat too much (laughs) so
they don’t think of the business. So those people I will not trust.

Co-guaranteeing reshaped her criterion. Helen’s story located why the greens
ladies failed in both their own businesses and in cooperating to make full
group payments. Her conclusion linked non-cooperative attitudes with the
work ethic of borrowers. She looked for discipline in a way that she did not
notice over many years of friendship prior to borrowing. Ahead, thus, she
would monitor that colleagues were not eating too much while working (or
perhaps being fat in general, a comment I heard from several others) and pay
attention to how often they showed up to work at the market. Co-borrowing
transformed the quotidian relationship.

Deep friendship and shared wartime experiences were not wholly use-
ful predictors for borrowing success. Inside the group, business trust was
broken: not enough remained for the original members to continue together.
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At the same time, the intimate trust served to facilitate the necessary sanc-
tions within their market culture and leave the microcredit event there as but
memory. The still-necessary intimate bonds were thusly kept in-kind. While
Helen’s group is a testament to the informal remediation techniques made
possible by friendship, the true test of the convertibility of social capital was
a willingness to see the entire group through. After all, while the MFI got
its payment to meet its short-term repayment rate reporting requirements, it
ultimately lost some clients.

The kind of trust developed over fifteen years of friendship was not con-
vertible to a continued payment, and yet, it was indispensable. She contin-
ued describing her forward-looking criteria, by emphasizing that the role of
friendship was not irreplaceable, even if it failed to be fully functional last
time. “I may be determining things like maybe if the person is trustworthy,”
she said. “The person is within—maybe the person’s home—I have to know
the home where the person comes from.” I could not help but ask, given
how prominently housing was a theme. “Before, when your group was 14,
did you know each of their homes?” She said yes. I asked if she remained
friends with those who were ejected from the group. “We are still friends,”
she laughed, as if my question were absurd. “No problems. We stay together
even chatting with those ones. We are still friends; we have not separated
forever.”

VIGNETTE 4: TINY TOMATO TABLES

Albert had a stall on the perimeter of the market. It was much larger and
sturdier than the average. It was built of solid wood, out in the sunshine
apart from the main covering of the market, with its own roof built over-
head. Albert sold many imported small items, most of which were durable:
soaps, combs, plastic goods, tea, plastic bags, mirrors, and more. His wares
were things that everyone needed, but not every day. Some goods, like the
bags, were bought by other market vendors who divided batches of things
like groundnut paste, the small dried fish, or greens for unit sale. Scanning
the market from his place at the edge, I noticed he had a strong comparative
advantage on these particular goods.

He spoke English with a British accent, which was rare, and an indication
that he had spent some time farther abroad than most. Compared to most with
whom I spoke, Albert was less chatty. He was also a man in a program that
largely targeted women. I consider his story worth sharing because it brings
home poignantly the learned predilection to vet potential partners not by
social trust but by market-based metrics. His story also reveals the lengths to
which he went to avoid drama.
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Albert was a former borrower. He had been in a group of five people. He
knew them from the same market where I met him. “We knew ourselves
very well,” he accentuated, when I asked how they knew one another. Like
many, he used a measure of how long they had been working in the market to
establish his knowledge of others. “We have been working in the market for
so long—I think two years—so we knew each other very well.”

I asked how he selected the people in his group. “There are many people
in the market, but you should choose the one you trust. Knowing that you
will go away and pay the money on time. And, let me say, somebody you
trust.” “How do you define trust?” I asked. He burst into laughter at the silly
question of this foreigner he had been seeing strolling through his market,
and then finally replied, “Trust is when you know someone very well. And
you’ll know anything that . . . maybe you will do it together, you’ll do it in
the way you wanted it to be.” I interpreted his words as a desire for a shared
entrepreneurial vision among his partners.

Albert had high confidence in his group members, yet he was no longer
borrowing. Something had happened. A series of breakdowns had occurred
in his group. The first breakdown was declining business, such that some
members were unable to make their payments. He blamed that crisis partly
on the local market problems, and partly on the microcredit terms not suit-
ing the market flow. The problem of repayment scheduling was a common
concern. Payments were expected at equal and regular intervals, but profits
were secured last in the sale of purchased inventory, and larger purchases at
reduced prices would mean the longest delays in realizing profits. I asked
what happened next, when people were unable to get the money required.

We could just explain to the person, to the loan officers, that we have a prob-
lem like this and they’ll sort. Others could understand and the rest could not
understand. If they fail to understand, then we in the group have to contribute
something to fix up the other amount. So when she finally gets the money, she
would return it to us. That is what we were doing.

At first blush, their back-end intragroup repayment system sounded func-
tional, if not smooth. Encounters with unsympathetic loan officers forced
higher performing cosigners to devise a back-end repayment schedule for
those whose businesses were not turning a profit at the pace required by the
loan contract. Better-off members covered. Their system ensured the MFI
received its payment on time, and then the group would see the borrower
repaid those who covered her obligation “when she finally gets the money.”
I was struck by Albert’s empathy for defaulters. In his telling, their failures
were related to the market and understandable, and therefore merited grace;
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he reacted much like other respondents who understood illness or similar
exogenous shocks. Besides, trust was earned through having seen them
“sometimes” pay already. He hardly batted an eye when he had to pay for
others. If his large stall was any indication of his wealth, he was in a position
to do so.

Yet this did not explain why Albert quit the microcredit program. I could
not resist asking this former borrower directly: “Did you ever miss a payment
and need others to contribute for you?” He laughed again. It was here that
the final breakdown to have occurred: “it occurred when complaints arose.”

No, no I didn’t. I don’t do microfinance anymore because the group—our
group—other members. Now, they were complaining a lot of those failing to
pay the money, so I decided to leave. Leave the group. So, I think that when I
get a good group that I trust, that I can we can go up with them well, then I will.
I’'m interested in doing that.

This man trusted his prior group, but by saying what he looks for in a future
“good group” that he could trust, he pointed to what did not work for him last
time. Tracking down those missed payments was easier said than done, and
he measured the difficulty by one metric alone: complaints.

Here was the friction: not everyone in the group shared Albert’s applica-
tion of the MFI principle in practice. [ was amused at his matter-of-fact tone,
as if to say, “covering a payment was not that big of a deal.” But other group
members complained when they were required to pay for delinquent cosign-
ers. For whatever reason, covering for others was not as smooth for all mem-
bers as it was for him. It got sticky for a spell. Though they bounced back as
friends, their MFI would not know or care that the drama created inside the
group was untenable. The MFI received its investment back, but they lost
another relatively stable microcredit customer.

In light of the nagging complaints, he acknowledged that the trust he had
from familiarity with his co-borrowers was not enough to make the group
loans work as planned. He would need to trust his next group in different
ways than his last group. He had to reconsider what constituted as trust. I
asked him if he were to do it again, how would he choose the next group?

I think, for our first group, they were giving . . . they were giving even to people
having a small, small table. And with those people, you know, people selling
these things like onions and tomatoes. Sometimes there will be no tomatoes
even in the market, and then they will not be working. So it is really, if at all,
a group will be having people who are at least selling at bit of mixed, mixed
things, then I will trust the group. If they have mixed things it would be better
for the group.
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Albert used the example of a tomato vendor’s vulnerability to market con-
straints to illustrate his desire to find partners less dependent on a single small
product. This would be, it seemed, the shared vision that he described at the
beginning of this story. His next move would be more practical. He would
move upstream to partner with people who carried less risk, whose businesses
had scale and diversity equal to his.

The tiny tomato retailers also bring out his awareness of external market
dependencies. He never spoke about frustration with the borrowers who were
not successful enough to make their payments. He was compassionate and
implied the loan officers should be sympathetic of the very real challenges
micro-entrepreneurs face, too. But, he did recognize that the group loans put
others in a position to be frustrated and complain. Selecting new, less risky
co-guarantors, he forecasted, would help. He would seek peers with diverse
portfolios because payments, for Albert, had more to do with business scale
and product diversification than with individual habits other borrowers had
found important.

In the end, Albert was not the only lost microcredit client in this story.
None of his group mates continued taking loans or went back to borrowing
from MFIs. “But, we are friends here in the market,” he added. “They are all
here.” And they still hang out together on weekends, he said.

Preserving social relations was more important than what the loan offered
his business. If anything, social cohesion was an impediment to enforcing
sanctions in this case. Albert believed his only choice was to quit the group so
as to spare him the awkwardness of drama in his daily market life. According
to Albert’s logic, friendship remained necessary but not strategic. Instead, he
developed a view that one can buy their way out of problems by assortative
matching: like him, his next peers would be better able to shoulder the costs
of covering for each other. And critically, he hoped, they would do this with-
out complaining.

VIGNETTE 5: MAKING THE ROUNDS

The atmosphere was happy, and music was playing loudly when I met a
woman who giggled at my poor Juba Arabic skills. I giggled too. Sharon and
her group initially met and continue working in the market where we met. As
with the others, I asked how she determined they should join together. I asked
how she vetted the fitness of her cosigners. She had been among her group’s
leaders, with a responsibility for selecting participants.

So we are determining the group members by looking at how their business is
going on, how they are working on their business. After we joined the group
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in the market, we gathered; we moved from one family to another to various
homes to know where they are staying, where they are living. So, we were intro-
ducing ourselves to know where each other lives. We were like, meeting them
in our various homes; this is how we met and trust each other.

“And how is it going?” I asked.

We were somehow good, according to the payment. Three of us are okay, but
there are two, that sometimes they don’t pay in time because of the market.
Sometimes their market is totally down. Sometimes they put in paying in time,
so sometimes we understand their situation. But the other two, there’s no prob-
lem. So there’s nothing bad, we are all okay in the group.

What differentiated those who were okay versus not? “Do they do something
else, those two?”

So three of us are selling fish, then the two are selling paste only—GJ[round] nut
paste. And then the other is selling things like beans and some other small, small
things like red pepper and lemons.

Sharon described the value of visiting member homes, as had others, but with
a different meaning. The group members met in the market, and then officers
instructed them to visit the homes. This created a different type of knowing
than many others, who saw home knowledge as a way of establishing inten-
tions to place roots in Juba—to be part of the new South Sudan. In this con-
text, though, the MFI personnel devised the practice of seeing member homes
so as to haunt borrowers, and to envision potential recourse should a payment
be missed. Still, it created a feeling of trust, she said.

Although the market for commodities was ever in flux, there was no short-
age of empathy in town even for fresher friends. Following many stories of
discomfort with carrying out the group procedure amid business struggles,
understanding was easy in this group that was not so acquainted that they
even knew each others’ homes before borrowing. Here again, though the par-
ticulars varied, social currency expenditure was predicated on understanding
what ailed the borrowers. Where this appeared, the market challenges were
understood to be beyond the scope of what a borrower can predict and but-
tressed by earned confidence in the person. And it was affirmed by seeing
that peers had paid at other times, when they were able. The latter, of course,
could only have been learned through co-borrowing experience.

The inability to make regular profits was not interpreted as a personal fail-
ure or insufficient risk-taking. Sharon, like Albert, deduced that the smallness
of their shops made it difficult for those co-borrowers to repay consistently.
Because the better-off fish-selling women understood the market troubles,
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they were gracious about recovering repayments for others. Unlike Albert’s
group, Sharon’s did not complain about doing so.

It worked for them. There were, in Sharon’s estimation, no problems. Mem-
bers covered for one another, and none minded. And the group performed as
the MFI wanted, too: the MFI saw its payouts recovered. And though it lost
customers, the customers lost were poor ones. The various markers of trust
meant this group functioned per global solidarity lending design. It was
remarkable given the newness of their association. But in others, the quick-
made friendships managed to threaten the MFI’s desired outcomes.

VIGNETTE 6: HOME VISITS AND THE
SHARED MEANING OF PAYMENTS

I spoke with a man in the shady central part of market. He looked to be
over fifty years, much older than the average market vendor. When getting
acquainted, I learned that Stephen was a former borrower. His group of five
had met and eventually disbanded in that same market. His group seemed
to me like a hustle to get in the program. They gathered friends, but friends
that certainly were not so close prior to borrowing that they knew where one
another lived. The MFI coaxed them to become aware of that.

At first we were two so we went to the person in charge, the personnel. That per-
son said, “you have to at least be five in number.” And so, we came back to look
for the other three. So we got our other friends now around us to join. The person
who gives the loan was interested in knowing one person’s home. We all had to
know their homes after we had already joined the group. We had to introduce each
other to where he lives so that in case anything happens, we have to reach them.

I asked Stephen if, during the time he and the friends he had made in the
market were co-borrowing, anyone missed a payment. “We were all paying,”
he said, definitively. “Maybe sometimes a delay, it may be when the member
is having some problems like funeral, maybe sickness. Maybe that one will
cause delay, but all of us were paying.”

When I asked why he was no longer doing microcredit he said, “We left
at once, all of us as a group, because sometimes if one of the members had
problems and delayed the payment with the money. So that when they col-
lected the money, they are charging us for delaying them.”

Although Stephen’s group members knew each other only as profes-
sional acquaintances (having met in the market rather than as neighbors or
friends), they did have a shared understanding of payment decorum that was
not aligned with that of the MFI rules. When Stephen said his group never
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missed a payment, what he meant was that payments were made, if some-
times delayed. From his telling, neither Stephen nor his group members saw
tardiness as a problematic or antithetical to proper repayment. Of course, the
MFTI had another view.

A reader might wonder if the MFI, whose policy was that peers had to ful-
fill delinquent members’ obligations, had failed to properly explain the loan
requirements. A reader might suggest that the group’s failure to cover for
behind members was emblematic of their weak social bonds. Instead, I sug-
gest that their shared idea about the nature of payments superseded the will
to appease the MFI’s idea about the nature of payments. In this perspective
of the delay situations, covering for each other simply was not necessary. By
sharing the market world, the group saw one another’s challenges and was
able to interpret the failures to make payments as reasonable results of market
forces. They saw each other rebound eventually. The group was willing to
probe the consequences levied by the MFI—namely until they were charged
late fees—but was unwilling to test the consequences of covering and what-
ever could mean thereafter within the group. Thus, preserving even relatively
new social ties was a more currency than getting into the messy work of
covering “tardy” members’ payments. But MFIs do not count sympathetic
feelings in their logbooks.

FINDING AND USING TRUST IN A NEW PLACE

In South Sudan, peace brought about rebuilding in both visible and invisible
forms. By design, microfinance implementers place a great deal of faith that
social ties will facilitate its processes. As such, those who design interven-
tions requiring social relations have inquired about the nature of how bonds
are made. It made sense why postwar researchers wondered about those
bonds being damaged.'® It also made sense why the Juba MFI observers
questioned the adequacy of the social cohesion in its new communities after
a long, long war. Indeed, the higher ups both in Juba and abroad argued that
a shortage of social capital was one of the most detrimental pitfalls of Juba
microcredit.

As evident within these few vignettes, not all groups covered their col-
leagues’ defaults. Some felt it unnecessary. Some did cover their peers’ debts,
begrudgingly. But others disliked even the semblance of complaints from
them. And still others did not mind covering, but were exceedingly reluctant
to recover what had been covered. How do we make sense of such occur-
rences? First, we must step back and look at the metrics used for trust in their
terms. Both the inputs, or how they determined trust, and then the outputs, or
how they made sense of what trust did for them.
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There was actually remarkable social bonding, solidarity, and trust forged
rather quickly among Juba borrowers. There was no doubt that there was
enough trust in circulation to form groups by the height of microcredit pro-
vision in Juba. People found ways to participate when it seemed profitable.
Borrower indices for trust were sorted through a filter. Trust was a dual
process within the group loan recovery process; two fields of trust operated
simultaneously. There were different kinds of trust: social trust and economic
trust. But trust as a referent for business confidence did not correlate with
preexisting social trust.

One sense of trust was framed in the economic sphere. Economic trust
took shape through exposure in the markets, seeing how others went about
their businesses. While time knowing one another was not inherently helpful
during the entirety of the borrowing procedures, time spent in the market was
instructive here. As far as it concerned the groups—both in terms of feeling
comfortable with the contract and once in—time with the lens to what people
did in the markets did become an important currency. Many borrowers felt
satisfied with how close they could become in a year or less. Borrowers
developed and deployed the economic variety of trust more and more as they
went through the borrowing experience.

We also saw how people put friendships to use in the business sphere.
Take, for instance, the theme of “knowing homes” that emerged the most.
Home-knowing had a place on the plane social trust. For a great number
of borrowers I met, home knowledge was a signifier of genuine friendship
and solidarity. The category also became relevant for co-borrowing inas-
much as it was a signal that others were rooted in the community. To have
and maintain a home was interpreted as the intention “to be here with us,”
to be a part of the new South Sudan long-term, together. This became seen
in the microcredit context as insurance against the worst case scenario of
flight.

Yet visiting homes came up as significant to this process in another, busi-
ness-minded way. The other was done specifically for the lending procedure
so as to create a practical, economic worth. MFI staff encouraged borrowers
who did not already know each other that well to become more familiar by
visiting one another’s homes. As respondents noted, such home visits were
encouraged as a way of ensuring its group could find any borrower in case
there was a missed payment. In that sense, home-knowing produced value
that could, in theory, be drawn upon at a future date.

It was another issue altogether about what either form of trust achieved
during the group loan cycle. Neither variety of trust—economic or
social—was on its own a sure bet for repayment. Both built confidence,
but they did not streamline the microloan socioeconomic processes. The
agency-orchestrated home visits did not ensure loan payments. Instead, it
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WHAT THE MFI EXPERIENCES
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Figure 6.1 Varied Outcomes. Source: Author.

functioned more for prospects to get comfortable with the group procedure
in practice. In reality though, visiting homes was almost never used in the
recovery effort. Anyone I spoke with who had this variety of home knowl-
edge was remiss to convert those visits into peer pressure so as to get pay-
ments thereafter. Though past research had elucidated the nefarious side of
intragroup loan repayment seizures,' I never heard of this economic capital
being cashed out in that socially embedded way in Juba. In fact, the more
time I spent with borrowers, the more I realized how often they acted pro-
socially toward each other when the loan process got tough. Even among
those whom knew each other relatively more briefly via the market. Mean-
while, participants who knew the homes of their co-borrowers in personal
ways long prior to borrowing, not just as a way to chase down defaulting
peers, had no better payment covering or recovery outcomes either. The
same dynamic was true of the other localized metrics of trust, including
how long they had known each other, ethnicity, or provenance: no patterns
appeared regarding repayments.

Repayment was not the only possible outcome in the minds of the bor-
rowers. Economic and social trusts generally remained in separate accounts.
More specifically, the nature of social value deployed during the loan process
was a kind that the Juba borrowers I met did not want to convert consistently
to the economic demands of completing the loans at the MFI together. The
social trust that drove these was not generally used as a convertible currency
into economic deliverables—as “social capital” (Figure 6.1).

CHOOSING NOT TO SPEND SOCIAL CAPITAL

When social trust is converted to economic value it is called “social capital.”
However, among Juba microloan borrowers, some varieties of social trust
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and business trust were inconvertible. Social ties were plentiful despite their
freshness, but they were spent or converted into economic value that was
relevant to the institution, sparingly.

For instance, some groups had strategies to receive delinquent payments
from friends, like the women who chased the defaulting greens-selling mem-
bers out of the market proper. Together they created a sanction beyond the
MFI lens. That sanction was economically costly for the evicted members but
functioned so as to maintain their long-running friendships. The vast major-
ity however, lacked such a system of recourse or quit in favor of keeping the
peace among members.

Some clients felt the trust currency needed to be protected to the detriment
of the loan requirements. In these cases, the social trust served to upkeep or
solidify already existing social bonds on a plane independent of the economic
outcome. Many, as described above, thus opted to remove themselves from
the situation altogether. Commonly, empathizing with and even covering
for each other was easy, and even those who complained about the delayed
participants were described as problematic. Yet chasing friends down for
payments was hard. Everyone knew the market was tough. Even where bor-
rowers identified others as irresponsible, there was a sense that money would
come back eventually. Social reciprocity had its own timetable.

Trusting was an ongoing and evolving process while borrowing. Some
Juba borrowers knew what they looked for in colleagues and got it right.
Others learned from misplaced confidence. Frequently, and especially after
being burned, borrowers did not seek out greater social bonds to enhance their
borrowing experience. Instead, they typically wanted to see markers of eco-
nomic capital (i.e., well-stocked businesses, large business sizes, individual
business acumen). For example, there was Albert, who said he would love
for others to sell more items and wanted to partner with those who had less
vulnerable businesses. There was also Helen, who blamed poor performing
group members for laziness and wanted to see in future peers specific markers
of a disciplined businessperson. These new, observable currencies, according
to borrowers past and present, had value ascertained by time shared in the
market and even more acutely through the experience of borrowing in this
context. Nevertheless, while functioning on the plane of economic trust, and
although borrowers learned this was not the exhaustive claim to success,
this social trust was never seen as replaceable. The markers of friendship
remained non-negotiable for too many to ignore, even if future peers will be
subject to greater scrutiny while at work.

Social trust was valuable. The fact that no one was willing to forego friend-
ship in future group selection affirms this point. The confusion between the
borrowers and the MFI analysts was overstated confidence in what the trust
could perform. Once in, and once challenges arose, the borrowers wanted to
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spend social trust wisely, to maintain what semblance of solidarity there was,
and to remain together. And it was not often spent on economic ends; this
capital remained social through and through. Social relations endured even
after the loan contracts concluded.

Like in many other contexts, Juba borrowers were navigating the overlap-
ping social and economic tradeoffs connected to the benefits of the loyalty
offered by the MFIs and by their communities. MFIs were new institutions
for many people, as discussed in chapter 5. And, as that chapter showed, trust
was not confined only to what borrowers think of each other. While there was
a set of intertwined social networks privileged, it really did matter whether
they trusted microfinance institutions prior, too.

Sharma and Zeller (1997) argued that Bangladeshi borrower social capital
expenditure was a function of the institutions proving their financial payoff.
They suggested that in order to have borrowing communities willing to
expend their social capital, that lenders must demonstrate that “these inno-
vations and institutions were not transitory phenomena, that they addressed
their financial concerns, and that it was worthwhile for them to invest in a
profitable long-term association.”” I suggest a refinement to extend their pre-
scription to the case of Juba microcredit: Juba MFIs, and perhaps other post-
conflict MFIs, must establish that the debts will be socially profitable as well.

Sometimes after war, like anywhere else or whenever else, people will
do what it takes to protect each other over being loyal to a foreign bank.”!
Participants did not characterize these experiences in conflict language, even
if their experiences inevitably colored their decisions. The fact that ethnicity
was protected from borrowers’ analytical scrutiny, keeping with a common
one-nation-building narrative during that time, is an example that speaks to
the care with which individuals wanted to maintain and privilege certain cat-
egories. Indeed, the postwar context may indeed have driven the predilection
for social tranquility over the costs seen as necessary for recovering debts
within the credit paradigm and procedures.

Several factors led to the Juba MFIs failing to receive their desired pay-
ment outcomes. However, of the social dilemmas that played a role, it was
more often than not because of borrower’s desires to preserve and maintain
social bonds, however new they were. As C. S. Lewis said, “the mark of
Friendship is not that help will be given when the pinch comes (of course it
will) but that, having been given, it makes no difference at all.”*

The MFI analyses did not recognize the social capital that did exist among
borrowers, partly because it was not plain to observe, and partly because it
was not often exchanged for an economic capital that was salient to the MFI
aims: payments. The MFIs appraising poor social capital after the fall had a
partial view: some borrowers did not have long-standing social ties that could
leverage optimal payments, but the vast majority created strong ties, among
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other things, and nurtured those ties quickly along a couple of specific, but
inconvertible metrics.

Borrower social customs did not readily fit the hands-off, cut-and-paste
MFI policies. Their social norms around reciprocity, sympathy, and penalty
had their own currencies and their own time timetables. Many groups broke
down because the systems were out of sync. Social trust both helped and
hindered microfinance aims in Juba.

These were costly mistakes. MFIs could learn from these less visible but
robust social fabrics, and learn more about how they evolve, so as to put those
bonds to use. Thus, based on the experiences of those I met in Juba, rather
than suggesting friendship will be key to successful borrowing: practitioners
can consider instead what is required to support the specific trust indices of
post-conflict borrowers. If people share views on what constitutes timely
payment, and are willing to risk institutional standing for it, there exists a
dilemma for the banks. Can the lenders accommodate client norms of tempo-
rality? Can MFI payment schedules accommodate their reciprocity and busi-
ness calendars? If the clientele shares views on locally appropriate ways of
recouping payments from each other, can the bank nurture deliberation among
them? Supporting borrowers in ways that supports maintenance of their social
worlds rather than threatens them in the process is key. Until borrowers see
the payoffs from loyalty to the bank over each other, the quotidian will reign.
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Chapter 7

Borrower Breakdowns

Diagnosing postwar ailments

There were a myriad of factors that made Juba an irregular region to learn
from in regard to experiencing the pillars of microfinance practice. Yet it
is in this true story that social scientists, and even the public, can probe the
boundaries of those pillars. This chapter contains good news and bad news—
both are instructive. What follows are findings from a series of one hundred
interviews of Juba microfinance borrowers, ranging from those who stayed in
programs to those who stopped well before MFIs began closing their doors.
There was especially a lot to learn from people who left and took another
path. Many were struggling; some chose to walk away, while others wanted
to continue, but were kicked out. The disparity between their personal needs
and abilities, and what the microcredit agencies had to offer them, is signifi-
cant. I asked each interviewee many questions, but the responses I note here
focus more on the challenges that the borrowers faced, before and at the time
of interviews. Some of South Sudan’s particular complexities and some of
the microcredit procedures were challenging for borrowers, but surmount-
able. Other challenges and opportunities, on the other hand, the participants
deemed too much to withstand.

WHAT’S NOT WORKING?

South Sudanese people have a reputation for being tough despite the many
serious trials. They are typically not the ones to complain. What makes our
critical analysis harder is that program evaluators rarely asked about chal-
lenges. Agencies that were seeking to exemplify the benefits of their pro-
gramming seldom published the woes experienced by the beneficiaries. This
failure to interrogate the difficulties masked opportunities for the agencies
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to improve. Now, however, we can look at borrowers’ complaints, and the
reasons that so many departed, in order to get a more comprehensive picture
of the situation.

Even when given the opportunity to give feedback without the risk of
offending the service provider,' the majority of respondents I met had no
initial complaint about microcredit whatsoever. When asked what they con-
sidered the most challenging aspect of microfinance, over half of the bor-
rowers stated factors that had nothing to do with microcredit provision per
se, and were instead exogenous to the program composition itself. For most,
the biggest difficulties surrounding microloans correlated to the complicated
economy in South Sudan, or their specific business challenges.

Some participants—in fact, a fifth of those I surveyed—simply had
positive experiences. Half of those with no complaints clarified that it was
because they were new, and had not participated long enough to form an
opinion, or have any issues thus far. Still, all those who had no complaints
conceded that it was because microcredit outright improved their business.
Indeed, a fifth of more than one hundred borrowers I interviewed—even
some who quit—felt that on the whole that microfinance was worthwhile. It
is reasonable to surmise that for this share of the clients, the closures of the
microcredit programs would be disappointing news.

Still, the vast majority had frustrating experiences. Business problems
were felt by a fifth of former borrowers, but much more rarely (only 2
percent) by ongoing participants, signifying that many who experienced
business problems ended up leaving the programs. These individuals framed
their borrowing difficulties in ways that centered on factors such as the via-
bility of their own businesses, and finding ways to turn profits. Sometimes
this was expressed in a depersonalized fashion, like “sometimes the business
is not running on well” or, “borrowing is hard when your business failed.”
One respondent inserted herself a bit more: “The most difficult aspect of
microfinance is when I didn’t use the money in good way, it affected [the
loan payment].” Generally, such borrowers might likely have benefited from
better training services to help them stay ahead of the grim market prospects.

The postwar economy proved an especially critical obstacle. Though there
were tremendous benefits to peace—security, hope, and an opportunity to
practice long-sighted development—there were also challenges that resulted.
No one could deny the difficulties of operating a business after the 2005
Comprehensive Peace Agreement, as the economy was experiencing major
changes. Microfinance itself did not, of course, create the inflation that made
goods costly to acquire, or cause any of the other larger economic problems
found in the complaints. Nevertheless, a good amount of borrowers referred
to the issues within the post-conflict economy as the foremost problem with
microfinance. In this light, microfinance institutions did not do enough to
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Figure 7.1 Borrower Chief Complaints. Source: Author.

account for the dynamics operating in such contexts. Increased competi-
tion, lowered profit margins, and varied wholesale prices were among the
repercussions felt by businesspeople of all classes. Specific micro-entre-
preneur responses that were coded under the umbrella of “economic prob-
lems” included the costs of wholesale goods, the lack of profits on sales,
and the lack of customers (due to a bigger issue of market saturation for
the particular items they sold) as well as the market demolitions described
in Introduction. The current borrowers, who described market problems
more than twice as often as former borrowers, felt this more acutely.
The microcredit supported businesses were naturally contingent on the
available market options. The trends in enterprise type in South Sudan
case are important to recognize because they were unlike trends reported
in other, more stable microcredit operating contexts. Elsewhere, in more
long-standing markets, micro-entrepreneurs had more options, so there
was a greater distribution of enterprises across sectors. In Juba, long-
distance trade was the driver. Almost all products were imported from
faraway—not from nearby, and not grown within the region.?

IMPORT DEPENDENCY AND HIGH
WHOLESALE PRICES

“The prices have gone up,” a middle-aged woman I met in the market in
2009 told me, with her pointed finger moving from her waist up toward
the sky. Borrowers stressed that the prices on wholesale goods from
abroad continued to rise and rise. She went on to describe it as follows:

So, those days when they used what? To buy bundles of the wild vegetables
at maybe 35 Sudanese Pounds. But now prices have gone high in the market.
At times a bundle you can get about 50 Sudanese Pound or about 70 Suda-
nese pound. The same is applied to okras. The rate is increased how much
you could get it for.
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Table 7.1 Sector of Borrower Businesses, BRAC 2008-2011

Sector Name Percentage of Loans
1 Agriculture 14
2 Handicraft and manufacturing 5
3 Household consumption 11
4 Trade and services grocery, hardware, bar/drink shops, 70

food cooking and vending, local beer brewing, charcoal
selling, raw fruits and vegetable selling, second-hand
cloth and shoes selling, and beauty parlor

Source: Author.

Price surges were not uncommon. Another nearby microfinance client sell-
ing vegetables adjacent to our conversation chimed in, noting a 60 percent
increase in the price of tomatoes, which were coming from Uganda that
month. As Table 7.1 indicates, the vast majority of Juba borrowers were reli-
ant on this complex import situation.

CURRENCY CURSES AND TRADER CIRCUITS

The currency was partially to blame for the high wholesale costs. Currency
valuation in South Sudan was an ongoing struggle. During the study period,
there were two state currencies in circulation. The Sudan Pound was intro-
duced after the CPA, but after Independence in 2011 came the South Sudan
Pound (SSP). The former’s value relative to import currencies was erratic,
but the SSP fluctuated less, and instead was in a consistent downward spiral.
There is an entire book to be written on the currency challenges there, includ-
ing a black currency market so pervasive that it was treated virtually as licit,
except when the transnational agencies (including MFIs) were obligated to
use the state money. Suffice it to say that currency exchange as a corollary
of import dependency made it difficult for Jubans to pay for foreign goods in
the early years, which only worsened with time.

Another major issue was the complications created by the physical ship-
ment of goods. Retailers I met explained that wholesale costs were unpre-
dictable due to port of entry, distance traveled to Juba, petroleum price shifts,
and the rates levied by transporters. Certain social networks fostered during
exile found opportunity during this transformation. During the first years of
peace, friendly neighbors opened new border checkpoints, which opened
new supply routes for traders, while others slowed down due to tensions and
migration trends. For example, immediately following the peace agreement,
goods came from Kampala and were primarily moved from Uganda via the
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Figure 7.2 Client Supply Sources. Source: Author.

Nimule Road passage. As time passed, traders brought goods originating in
Dubai and Nairobi, following that original lengthy route. Costs were higher
due to the length of this route, but they were also more consistent than the
less secure passages. More expedited routes directly through western Kenya
opened, but they frequently suffered closures due to insecurity. Supply from
Northern Sudan vacillated with border insecurity and political flashpoints,
like the tense 2009 border arbitration. On the other hand, trade via the
northern part of Sudan plunged during the observation period. In short, what
came to the market depended on a host of people; when goods came during
a given delivery, furthermore, the prices were rarely the same as they were
in the last delivery. Borrowers knew about the unreliability of these circuits,
yet had no leverage to deal with the individuals fomenting the problems that
plagued what opportunities they had.

The transition to an open, competitive market created winners and los-
ers. In this case, the micro-entrepreneurs did not stand to gain as much as
the importers, wholesalers, and large-scale retailers. What little capital the
microfinance borrowers had to invest was insufficient to persuade importers
to bring more demanded items. What was delivered was what was delivered.
Poor people’s limited capital could not convince the traders, transporters, and
the many individuals causing insecurity to bring more timely shipments. As
they were from a totally different social class, microfinance clients also had
limited leverage to negotiate prices down whenever there were larger traders,
like those who ran air conditioned markets, who were willing to exhaust the
supply with far greater purchasing power.

The majority of microfinance borrowers were retailers in Juba, and given
the unpredictability of acquiring their required products, they were for the
most part unable to influence import costs.
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KEEPING UP WITH COMPETITION

The massive in-migration of returnees joining the market increased competi-
tion, while people from other countries came to capitalize on the high demand
for imported goods, too. The latter group in particular had access to large
amounts of investment capital, being well networked and operating from bases
in their home countries, which served as gatekeepers to the supplies for basic
goods sold by borrowers, as well as competed with them. Both groups ulti-
mately made the businesses that microfinance aimed to serve less competitive.

In 2009 I met a borrower who was selling dried beans and grains. She had
five nice gallon-sized containers full to the brim, and plastic bags for her cus-
tomers hanging from the side of one. When I asked how business was going,
she responded:

Since the peace came after the signing of the peace agreement, there are still
some challenges I am facing. Like right now in the market, you find there are
many competitors. Once you take your products there you may find some steep
competition from the other competitors, but still at the end of the road you have
to strive among them so that you can also achieve what you want.

In light of the increased peacetime competition, small business owners expe-
rienced smaller profit margins than before the economy opened. This illustra-
tion of classical economics was no surprise; competition tends to result in
lowered prices for consumers. But borrowers striving to meet the absurd pace
of change had no guarantees on the profits needed for their livelihoods, much
less loan installments.

One elderly dried fish vendor noted that, “When I sell it, sometimes I get a
little bit of money. I get less even if I sell more.” Like others, he emphasized
that more effort was needed to make less money than before, thanks to the
newfound competition. Sometimes he did not sell more, or did not turn a
profit at all. In that way, the surge of incoming participants increased the mar-
ket volatility as compared to the more consistent conditions through the war.

The borrowers’ target market was in many ways their peers, who could not
afford to pay satisfactory margins. One pointed out how, for instance, “[her]
customers lack incomes.” Micro-entrepreneurs primarily targeted other dis-
advantaged people who were inclined to buying marked-up small-portioned
goods. Swells in the number of aid workers and hotel constructors did not
improve their market. The development workers had little use for tiny bags
of greens or flour; they would much sooner buy from the larger shopkeepers.
Besides, Juba was so expensive that even their money was tight.

Micro-entrepreneurs found themselves selling whatever goods they got at
unreasonably low prices. Whereas in more typical microfinance contexts, a cli-
ent might anticipate a 20-32 percent profit margin,’ in Juba they were seeing
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5—11 percent.* This comparison does not take into account that personal reports
of productivity were not as constant as when the market was relatively closed,
and both supply and demand were much more static. In short, “working
harder” could not surmount the new obstacles to business during peacetime
competition. Microloan capital was not the solution to bridge the shortfall.

Almost all (90 percent) of Juba microfinance business owners toggled
between three separate systems—the import system, the retail market system,
and the loan system—each with its own temporal and cost intervals. The
remaining 10 percent of borrowers replaced the import schedule with their
own travel itinerary. The import schedules did not correlate with the time-
tables for loan repayments. The loan quantities available to borrowers also
did not correlate with the exorbitant costs of wholesale supplies. As a result,
borrowers had to navigate not only the wholesale supply and pricing situa-
tion, but their local markets too. Pricing their commodities competitively was
their only hope at recouping any investment, yet even then they made very
minimal profits if any. Borrowers switched between the registers demanded
by each system regularly, and oftentimes they had to sacrifice optimizing in
one domain for another. They could buy what was available but not set aside
payment money, or negotiate prices bearable for their shoppers but not also
negotiate with the delivering traders, but not all of the above.

How are we to read these complaints of MFI clients that were not levied at
the microfinance industry itself, but actually obstacles particular to the postwar
economy? The industry was satisfied to pin the failure of microcredit in South
Sudan on the market challenges. Meanwhile borrowers negotiated the shift-
ing landscape of the market, weighing risks beyond what they could control.
Perhaps the market was not the sole problem, but also the limitations of the
particular types of microcredit that were available to utilize in this economy.
Juba’s postwar economy was different from other economies, and that is a big
reason why microcredit worked very differently there. Yet MFIs neglected to
accommodate to this, and the same aspects of the cookie-cutter model were
attempted in South Sudan—this deserves a share of the blame as well.

THE MICROCREDIT SPECIFIC CRITIQUES

Despite the majority of the overwhelming frustration related to the broader
market problems, we must also listen to the borrower critiques of the pro-
grams as delivered. About one fourth of borrowing respondents and four in
ten of those formerly borrowing described some element within MFI proce-
dures as their foremost dissatisfaction with their experience. Of those, com-
plaints focused the most on three aspects: the repayment regimen, the interest
rate, and the features of their co-guaranteed group loans.
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Figure 7.3 Reasons Former Borrowers Cited for Leaving. Source: Author.

Most complaints about the microcredit procedure were about the weekly
repayment structure. While over a third of former borrowers thought it was
too onerous, even more of the current borrowers struggled with weekly
repayments. They felt that a week was too little time to invest in goods, sell
them, and have enough (or any) profit to use toward their first repayment.
The early and very frequent payments required having capital on hand to
service such microloans. One borrower told me, how “few customers are
buying the commodities, so it becomes difficult to pay back loan in the
time.” Turning a profit depended on getting customers as soon as borrowers
got their supplies. As another said, “The most difficult aspect of microfi-
nance for me was when I got microfinance I would buy products. The prod-
uct would not be finished (sold) very quickly, and it can affect microfinance
because I am paying every week.” And of course, the payment schedule did
not accommodate to when business was slow (which was a recurring reality
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Figure 7.4 Most Difficult Aspect of Microfinance Procedure. Source: Author.
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such that there were high levels of competition for micro-entrepreneurs).
To generate funds for the first loan payment, borrowers had to turn a quick
profit, or else forego investing their entire loan into business inputs. If their
products did not sell before the next payment was due, a new problem was
created in the group response to hiccups.

On the second most common microfinance complaint, solidarity groups
were not always simple for participants to form, and cooperate in. About a
third of overall microfinance-specific complaints were by borrowers who
were frustrated by their peers not fulfilling their duties within the intra-
group contract. Group problems were not just functions of business cycle
struggles, but of the complicated interpersonal dynamics brought forth by
the group guarantee model. For example, one borrower did not sell enough
tomatoes because a shipment flooded her market that week, so she hoped
to make up for it the next week. But when she did not make the numbers,
the failure impacted her entire group. What happened next was up to her
members. In some cases, groups were unwilling or unable to cover for such
a delinquent member. One ongoing borrower complained that “sometimes
some members misuse capital or delay paying back, which causes charges
for group members.” Her particular group had to cover the payment for
an irresponsible member, which penalized and frustrated the rest of them.

As described in greater detail in Chapter 6, navigating the subsequent
intragroup repayment was easy for some groups, but flustered others. Some
groups, for instance, had no trouble covering for members when such situ-
ations arose over the short term. Many even devised intragroup payment
techniques to recoup the personal debts among themselves. Still others
avoided pressuring their peers into repaying them. The borrowers who
disliked the group loan design recognized that their preexisting social ties,
that helped people survive during war, were threatened by the stress around
surveillance and recouping debts. Friendships were threatened, sometimes
even sacrificed, in the face of such interwoven responsibilities. These
interpersonal battles were created by the microcredit group model design.

About a tenth of the interviewed borrowers complained about the costli-
ness of the interest rates levied by the institutions. Many felt they were, in
general, too high; one angrily noticed the increase from one loan to the next
that was exacted upon her group. Indeed, the MFI interest rates rose over
the study period; both of the major MFIs in Juba did this strategically to
recoup the funds they had lost to poor repayments and other unanticipated
costs of doing business in a new town. In any case, borrowers noticed
that the loan capital was expensive against the counterfactuals: alternative
sources of capital and no microcredit at all.

A couple of former borrowers voiced disappointment that their microfi-
nance provider had either closed, or shifted services away from the offering
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they had been first using. These borrowers speak to a demand that
would remain unmet. As will be detailed in greater length in the coming
chapters, the Juba microcredit industry moved away from servicing their
initially intended demographic within a few short years of its inception.

THE CHALLENGES WERE MANY BUT
WHAT BROKE THE CAMEL’S BACK?®

Many people stopped borrowing for reasons similar to their complaints.
However, while such struggles are instructive for future program design,
the vast majority left for reasons completely different than what they
listed as their biggest challenge. In other words, not all struggles were so
great that they pushed borrowers out. For example, one former borrower
despised that “some group members move away and this will force the
members around to pay on their behalf,” but inferred that this struggle was
surmountable when she cited that her reason for quitting was “because
commodities prices are going higher and it will become difficult for me to
pay back the loan.” For this person, adapting to the market was harder than
adapting to the group obligations. Another explained that the worst part of
borrowing was “the weekly payment is not easy since price of goods are
high in market,” yet the reason she departed was not because of the duel-
ing sales and payment schedules but because, “I have enough of my own
capital.” For this person, dealing with the market challenge on its own
was easier than thinking the constraints and risks involved with taking out
another loan.

Of the microcredit procedural issues that caused the borrowers to stop,
only the group dynamic issue was cause enough for quitting in the end.
While onerous, the interest rate and the weekly payment schedule were not
named as the reasons per se, the latter only referred to vaguely as a function
of the general troubles within the economy. In other words, the borrowers
saw the impossibility of the two systems functioning simultaneously but
they did not blame the MFI practice directly.

Each borrower had decision-making thresholds throughout the loan and
business processes. Sometimes they had the chance to innovate and choose
which items they could sell, or like a quarter of former members, found
alternative sources of capital. Others had no option to try something new.
Some were too ill to work in a way that paying off the debt was possible.
Furthermore, some people had the autonomy to choose whether to stop or
continue borrowing while others had their peers or the lending agency rules
making the choices for them. Not all the problems faced by borrowers were
insurmountable, but those that were deserve further analysis.
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LEAVING VERSUS BEING DROPPED

Some borrowers chose to leave while others were kicked out. The MFI could
remove borrowers due to delinquency, for example. Surveyed borrowers left by
their own volitions as often as they were disqualified. Disqualified borrowers
included those who left because their peers had failed to pay and no one covered
for them. For example, one man said his least favorite part about microcredit
was that “sometimes some of our members are unable to pay back in time.” The
reason he no longer borrowed was grounded to the reality that he and his col-
leagues were barred from the system: “It is because one of our members has not
cleared payment, so we are unable to get more.” So while he was frustrated by
the group co-guarantee demands, what ended the group ultimately was the fact
that they were not allowed to continue because members did not follow through
on their commitment to cover when a member did not make their payment.
On the other side were borrowers who credited their departures with being
ill, or because their business failed. If they did not pay off the debt before quit-
ting, that is, the business failed so greatly or the illness impinged business and
in turn loan payments, I included them in the disqualified tally also. In short, I
erred sorting on the side of “delinquency theories,” where the borrowers failed
on a procedural basis, because that was the thesis laid down by the industry.

QUIT WHILE THEY ARE AHEAD

Half of the former borrowers left by choice, and those were divisible equally by
“success stories” and ones that evade the analyses written on the Juba micro-
credit situation to date. The former did well with the loans. Such participants
chose to leave because they had their own capital or because they found a
source better than the MFIs. Others, frustrated by aspect of the market or the
banking procedures, clearly indicated that they quit after clearing payments to
the MFL. These people chose to quit while they were “ahead.”

First, the less-told stories, or people who quit while they were ahead. A
quarter credited their departures with no longer needing microcredit. They quit
because they were doing well enough to move forward without credit. Their
businesses either had improved or the loans served them well enough to have a
reserve of cash or they were satisfied without loan capital. “My business grew
up,” said a three-time former borrower, who fared well selling beer, soda, and
sugar in Minuki market. The loans “have improved my clothing and shoe busi-
ness,” said another, former four-time Muru borrower who sold goods delivered
from Khartoum. Not feeling any difficulties with microcredit, she declared
that she was “not leaving it for good at the moment,” and might return if
possible someday. Another complaint free four-timer was an Acholi woman
who sold sugar, soap and beans. She left because, “my business was grown.”
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What set the people who succeeded but quit apart from the others who
failed? I asked all the participants a series of open-ended questions and did
many rounds of sorting and analysis in efforts to find a common thread.
The characteristics and activities of these former successful borrowers
were greatly varied. They had little in common by way of what they sold,
the size of their businesses, the length of time they participated, or how
they devised their groups. They did not hail from the same demographics,
when classified in terms of ethnicity. Nevertheless, the successful quitters
had all been in Juba for quite some time; all were in Juba at or before
the 2005 peace agreement.® This subgroup of borrowers also all received
loans in the early wave. This meant that not only did they earn their prof-
its before the competition surged, but they also knew the Juba business
landscape much more intimately, and better heeded the warning signs
about the peacetime economy. They got out while the going was good,
while they were “ahead.” There is an old fable about a frog not noticing
that the water it was in was getting hotter. These people felt the heat and
leaped out.

Take for example a young Muru woman from Yei who moved to Juba right
when the CPA was announced. She used her loan for cassava flour, millet,
maize, and cooking oil, a completely ordinary spread. She was one of the few
who would sometimes track supplies from Uganda to Yei (rather than wait
for shipped supplies), and she struggled when some group members moved
away. She said the burden was overridden by how much profit she got from
the loans, so much so that she was able to build a house after borrowing three
loans. But despite her great financial success, she said she ultimately quit
after completing her third loan cycle “because commodity prices are going
higher and it will become difficult for me to pay back the loan when I bor-
row.” Her choice to quit was an assessment that the risks of commodity prices
were too great to bear.

Another interesting feature about this cluster is that most (all but two) went
onto different, larger businesses after borrowing. They were innovators, and
had the ability to scale. One such borrower was Amer, a Juba native. She had
a business selling beer, cake, and bread. She got enough profits from doing
that for two loan cycles that she was able to use the earned capital, and transi-
tion to a new business selling clothes.

This is noteworthy: not all borrowers were inept at doing postwar business
and not all borrowers were failures. These examples can be seen as good
news that microfinance works in terms of stabilizing or growing small busi-
nesses. The success stories were the kind of news that the practitioners would
be quick (arguably, too quick) to celebrate. Practitioners might simultane-
ously bemoan that these savvy borrowers did not continue. Such borrowers
were privy to something: borrowing eventually failed to reveal its utility. And
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such participants are worth understanding better so as to learn what features
could have kept them.

QUIT WHILE THEY ARE BEHIND

Next are the stories told less often. The other half of those who left by choice
(a quarter of all former borrowers) left because something was not right.
These people did not leave because they had raised their standards of living.
They were getting behind and became concerned that moving forward with
microcredit would be detrimental.

Sarah, a middle-aged woman I met in Juba in mid-2013, lamented on how
much the price of microcredit debt had risen. Sarah was a borrower who quit
because the “high interest rate on the loan discouraged me so much since
profit is lower.” When Sarah was borrowing, she was selling maize only, and
remarked that she was at least able to send her children and an orphan she
was responsible for to school during that time. They were getting by. When
things became difficult, however, she had to in turn make difficult choices.
She undertook a cost-benefit calculation to bet on whether her profits could
possibly match or exceed the cost of loans (including not just the price of
interest, but time and social energy, too). This Madi, born in Juba, did not
have exposure to MFIs elsewhere. Her judgment was based on watching
competition and interest rates rise there in Juba. As the interest rate became
too high, she deemed the costs of borrowing were greater than the benefits.
After quitting microfinance, she opted to diversify her offerings, and added
onions, tomatoes, lemon, and other vegetables to her shop, in hopes of luring
more customers. She, like those who quit while they were ahead, had a sense
that the continued credit was least favorable risk to make in the equation. The
MFIs lost many likeminded customers as a result.

Rachel, another woman I met with, told me, “I am no longer doing microfi-
nance because of this: there is no customer like there were in 2009,” when she
moved to Juba from Yei in search of business opportunity. Importantly, as
she clarified, this was not because there were fewer customers in Juba—after
all, the population had grown. Instead, it was because her business no longer
drew in any customers. Unfortunately, the population did not demand the
commonly sold goods she had to offer (cooking oil, tomatoes, eggs, beans,
posho flour, and onions) in a substantially profitable way. What did she do to
deal with the dilemma? In 2011, she quit the loans, but not the business, and
then kept selling the same goods.

Those who got out while the going was good were onto something. They
could detect the potential failures, and even dangers, of microcredit before
they were widely apparent.
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Borrowers like these women were winners (from being earlier in the mar-
ket like Amer), and losers from the transitioning market (like Rachel, without
leeway to innovate). Being a “winner” in this realm largely depended on
purchasing power and sufficient awareness of the market trends, including
growing costs of borrowing alongside diminishing profits. Both winners and
losers, however, soon regarded the credit not as a solution, but rather as an
impediment to overcoming economic challenges.

THE LIMITS OF MICROCREDIT UNDER DURESS

Underlying microfinance’s noble intentions was a dangerous pattern being
repeated in Juba, and beyond: the pricing out of those who could not afford
the debt, in favor of more stable business clientele. This problem, coupled
with the worsening prospects of the postwar South Sudanese market, made
the threats to MFI portfolios even clearer. The Juba microcredit backers and
strategists soon relied on their growing cost-covering policies to cast off the
riskiest, poorest clients—and they did. While the MFIs were right roughly
half of the time, they were wrong the other half. The borrower experiences
demonstrate how and why this winnowing was actually a problem.

Borrowers who were removed from the programs were, in large part, caus-
ing a hit on the overall MFI portfolios, which the institutions needed to fix in
order to stay in business. The MFIs in Juba were not unwise to contemplate
the risks posed by the economy and a transitioning populace, but ironically,
they underestimated the risk assessed by the borrowers themselves. The
pendulum swung from the struggling, unsatisfied customers to the failing
institutions, and then right back to the remaining customers, who became
unsatisfied as debt costs were raised. The MFIs lost “bad” or fledgling bor-
rowers who left by choice, who were at the cusp of advancing but recognized
that the credit was no longer useful under the going conditions. The MFIs lost
even “good” customers, or borrowers who left because their businesses were
succeeding as well as others. Shifting resources away from these clients who
needed them most was not, in other words, the wisest tactic.

The problems that clients faced—the import dependence, the saturated
competition, the group troubles, and higher interest prices—test the boundar-
ies of microcredit best practice. The postwar transitioning economy—with
unpredictable import emphasis and border issues—rendered pricing unreli-
able. Meanwhile, the competition between borrowers was quickly saturated.

Some commercially minded analysts might suggest that the lesson based
on these findings from Juba case is that there should be more preconditions’
to post-conflict lending. Such preconditions would suggest that the MFIs
should not become involved until met. And that is essentially what happened:
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the MFIs eventually declared that the key problem undermining their models
was the tough economy in Juba.

The lending models offered (and then rescinded) were understandable in
the larger realm of microfinance moving toward sustainability, but they were
ill suited in this new place. Any tailoring requires the institutional will and
support to pull it off. Instead, borrowers were merely offered a “take it or
leave it” product. Some took it as long as it was offered, but a great many
left it too.

This exploration of the borrowers’ dilemmas points to additional areas
of blame including the particular credit formula that was laid out by MFIs.
Former borrowers were willing to critique the program models. Numerous
borrowers began seeing microfinance not as a source of prosperity, but as a
danger and risk. Both successful and struggling micro-entrepreneurs deter-
mined that microfinance could not help them much at its given price point and
under such economic circumstances. They felt that debt worsened their odds
at succeeding in the unstable marketplace, and also increased the unwanted
interpersonal drama in such a dynamic environment. Microfinance did not
help in an already complicated market and an already complex social world.

There will always be people who default. However in this case, there
were also large shares of clients who had enough of a positive track record,
but faced circumstances beyond their control, and could not ultimately suc-
ceed with credit. They were savvy enough to know borrowing anymore was
unwise, given the conditions of the loans. That rationality is, perhaps ironi-
cally, what banks should want in customers. These groups taught us that there
was more potential ahead if they had not been given up on. The analysis
herein demonstrated that borrowers past and present might have continued if
the MFIs had been able to implement a handful of small program modifica-
tions. This view would charge that there should be more flexible program
conditions made to accommodate them.

Like any responsive firm, microfinance institutions can reconsider the
models they implement. The flashpoints of concern described in this chapter
also highlight areas in which the MFIs might have been able to reform its
policies and practices, and engage borrowers to stay before it was too late.
Those who had complained about the market forces could have received bet-
ter education to redress them. Resources to deal with group tensions could
have made a huge difference. Tailoring the payment schedules could have,
too. Besides, the MFIs had already invested costs into client recruitment,
their original debt capital, and some training. We can surmise that retaining
and helping clients through the crises would create loyalty and a foundation
for future growth. All that was ultimately lost. While borrowing and running
businesses were rarely easy, all the participants I met had the will to continue
chasing their dreams by whatever means they could.
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NOTES

1. Some might worry there exists some response bias here. As with any social
behavior, people tend to say things that are socially agreeable. Participants could
color their responses if they thought the enumerators or translators might take their
responses back to the MFI and get them into trouble, for example. But recall from
Chapter 4 that each and every participant knew, from the process of acquiring
informed consent, their answers would not be associated with them individually.

2. These figures summarize BRAC’s entire time providing microcredit. The earlier
years had more import dependence: more trade and less agriculture. Once people
grew more settled and property rights re/assigned, more began farming, particularly
in the rural areas. Significantly lower rates of agricultural practice in Juba.

3. Based on surveys I did in a Ugandan study in 2007.

4. Based on the maize and dura figures shared by respondents in this study.

5. As with the reasons borrowers liked and disliked microfinance, these responses
were axial coded into categories. For instance: some dubbed the complex postwar
economy culprit for why they quit, others their own business’ failure to thrive, or
factors endemic to the microcredit replication that is practiced in Juba.

6. It was not the case that every borrower who was in Juba prior to the CPA suc-
ceeded, however, so this common thread did not predict success. And it was not the
case that everyone who was there before the CPA quit. Some kept borrowing. Others
who were there early did not borrow until later, and so on.

7. Karen Doyle, Microfinance in the Wake of Conflict: Challenges and Opportuni-
ties (Washington, DC: USAID, 1998).
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“They Think Food Grows On Trucks”

An industry diagnosis

All the Juba MFIs were dealing with people in transition, in a community
in transition, all within a new nation in transition. People were coming from
everywhere. There was no unified economic paradigm to which the MFIs
could refer while escorting these communities into “modern capitalism.”
They were reaching out to a demographic that was transitioning to a new for-
mulation of market economics, as well as marketing a new development tool.

Microcredit practice is not only a movement of capital, but of ideas. With
money came ideas about disciplining repayment, empowering clients, creat-
ing profits, and enhancing participant well-being. The field level personnel
worked as intermediaries in between the donor policies and client experi-
ences. They were trained to think about clients based on generalized notions
of human behavior, and also more specifically about the behavior of poor
people, postwar people, first-time borrowers, and so on. They were also
trained to create and develop explanations about what was and was not work-
ing, for the sending agencies and funders abroad. “Modern man has used
cause-and-effect as ancient man used the gods to give order to the Universe,”
said Henri Poincaré. “This is not because it was the truest system, but because
it was the most convenient.”"

From the beginning, the Juba MFIs struggled to achieve their aims. Some
problems were due to factors beyond the MFIs control, such as market
demolitions, exchange rates, import dependence, salary delays loans, and
the inefficacy of group loan accountability. Other problems were internal
to MFIs (recruitment, operations, monitoring requirements) but those were
mostly inflexible procedures. But the most common field level explanations
for why the Juba microcredit endeavor floundered came back to the borrow-
ers themselves.

167
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MFI personnel told two narratives that summated the challenges faced by
borrowers who had been exposed to war. The first MFI theory for failure
was that borrowers lacked social capital, which was discussed in Chapters
5 and 6. In this chapter, I analyze the second common MFI narrative, based
on a series of remarks I heard from staff in Juba that were too common to
ignore.? According to their narratives, the target population suffered from
“dependency syndrome,” referring to the idea that being acclimatized to aid
discouraged beneficiaries from becoming independent entrepreneurs. These
theories were woefully inadequate, but also detrimental to the developmental
and financial enterprise in Juba. If left unchecked, they have the potential to
undermine the entire MFI system.

DISCOVERING DEPENDENCY SYNDROME

In 2008, I spoke with a microfinance practitioner who had been involved
in the microcredit sector from around the time of when the first branch had
opened there. He was therefore also present for the first wave of in-migration
to South Sudan. He relayed to me the way the UN repatriation programs did
something right.

With most of them, by the time U.N. brings them in, they come to their home
areas where they have been before. The good thing with the U.N. is that they
take them through steps. By the time you step off the truck, you know you get
assistance for the next three months only, after that you are on your own. Maybe
get some utensils and a hoe and an ax to start you off. So you have three months
to prepare yourself. Either you are going to get into farming, or you are going
to start the business you brought along with you.

In his explanation, the United Nations gave extensive warning that inde-
pendence—the goal for the aid—was forthcoming. This MFI staff member
placed his work with their businesses at the end of this sequence, as if the
UN programs were preparing returnees for the economically independent
journey. His comments thusly made clear his belief that microcredit was not
relief but a debt to be repaid, and was conceptually set apart from other aid
programs.

There was just one major hitch that curtailed the UN transition he outlined.
On his telling, it was that returnees were resistant to the prospects of farming
or conducting business. His explanation for why was:

But of course, if you look at the economy, really here in Southern Sudan it’s
an agriculture economy. We’re not industrial per se. I really looked at that. If
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you look at twenty years of civil war, when this was started [ was in secondary
school, actually, yes I was in senior one, if you look at somebody who was five
years old when the civil war started, right now he should be about 30 years.
This person grew up relying entirely on relief, knowing nothing. He just knows
food comes off a truck. So right now he wakes up and says hey mister, wake up,
food doesn’t come off a truck food comes from the soil. And he says ‘no.” So
changing that mindset is something we need to do before people will appreciate
that. They can do it. And that for me is the biggest challenge: the dependence
syndrome being removed from their minds. The [assistance community] love[s]
to think in terms of development.

However, recently displaced people do not think food grows off a truck. This
manager’s point, made through hyperbole, was that his clientele’s prior reli-
ance on relief programs created dependency among them. To make his point,
this manager focused on one instance of a client resisting the route to enlight-
enment. The hypothetical person he singled out took the tone of a disobedient
child; this tone implied the community was stubborn, did not want to change
its ways, and needed an overall attitude change in favor of better work ethic.
Though the letter of his diagnosis was that returnees struggled from “knowing
nothing”—a knowledge issue—the spirit of his storyline thus highlighted the
belief that it was necessary to replace the relief attitude with one of which he
called “development.”

In this case, the microfinancier was discussing the process of development
in the context of farming. He illustrated how needed it was, as if it were the
archetypal South Sudanese job to adopt. Up to this point in the interview he
spoke as an outsider—an overseer of the poor—and made apparent his adop-
tion of the development industry discourse. Then, he suddenly shifted to a
tone of solidarity: his pride in the country, symbols of national prosperity,
and what he regarded as its virtuous traits. He continued:

It’s not just waking up one day and saying lets go agricultural. It needs govern-
ment intervention and everybody to come in to try to address it. I mean it’s so
shameful to really see tomatoes being imported from the neighboring country
when you have the best type of climate and soil for agriculture. So I don’t know
how we’re going to do it but we really have to do it.

I have had many years to contemplate this story I have heard, and in this
time, have gathered many more stories with similar conclusions regarding
dependency. I am not the only one to be struck by them. This interpretation
of “dependency syndrome” is so prevalent among aid workers that it received
substantial ink in the edited volume, Deconstructing Development Discourse:
Buzzwords and Fuzzwords.? Furthermore, when Amy Kaler and John Parkins
set out to do field research on food security in South Sudan in 2012, they

printed on 2/12/2023 7:57 PMvia . Al use subject to https://ww.ebsco.coniterns-of-use



170 Chapter 8

heard such comments so frequently that they published an article entitled,
“Food, Donors, and Dependency Syndrome(s) in South Sudan” analyzing
these narratives from across many INGOs there.* Appealing to Kibreab, they
place judgments about the “lack of initiative and motivation to work” as
central to this prevalent diagnosis in the global South in general and in South
Sudan in particular.’ They distinguish this idea as cultural dependency, or “a
dimension of human characters and habits of the heart and mind after decades
of war and instability.”¢

While clearly the discourse of dependency syndromes is not unique to
South Sudan, its deployment in its microcredit sector matters. The symptoms
of the supposed South Sudanese dependency related in this chapter were not
just used to describe the syndrome, but the failure of the microcredit project.
Considering that multiple staff respondents used the “dependency syndrome”
concept to describe the borrowers, I consider the meaning of the word “syn-
drome” here. Webster defines a syndrome as: a group of symptoms that
consistently occur together or a condition characterized by a set of associated
symptoms. In health sciences, a syndrome is diagnosed by observing a suffi-
cient threshold of co-occurring symptoms, or signals. What follows are more
analyses by staff, and an attempt at tracing what comprised the borrowers’
symptoms.

BECAUSE THEY ARE POOR, NOT BECAUSE
THEY ARE HARDWORKING

One day I interviewed a chairperson for the Microfinance Association of
South Sudan (MASS). We spoke a lot about the issues faced by member
MFIs and their borrowers. The conversation eventually turned to the chair-
person’s personal journey back home to South Sudan, and why he continued
to stay despite the challenges of working there.

Suddenly, he shifted the conversation to the possibility of cash transfer
programs that are coming into fashion as a poverty alleviation tool. Even
Nancy Birdsall, an expert on development, has called Brazil’s success with
these programs the closest thing development practitioners have to a “silver
bullet.”” This assistance paradigm was troubling to someone entrenched in
the purpose and value of microcredit. He went on to characterize the origins
of dependency syndrome as follows:

With cash transfers, there are rumors that government has plans. That money
will end up in the bars and will never have the impact that they expect. Of
course, NGOs are NGOs; they think they know the best thing people will want.
They can make you poorer than you were before. One thing I believe, it creates
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the culture that, more income came because we are poor, not because we are
really hardworking. So instead of making the best of the little we have, you can
sit back and relax thinking to wait for the batch is coming. So you can spend it
on things you really want to help you.

Unlike the NGO cash transfer project, he suggested that his microcredit
project had the right sense of what people really need. What they needed was
income tied to hard work. He continued:

You’ll see in the areas with lots of NGOs now, the common man doesn’t want
to do any farming or whatever simply because they say the “NGOs are there
and they’ll bring the food with it and life goes on.” But they have arable land
and they’re capable, and they have the potential and everything. But because
the NGOs are there, the dependency syndrome is so high among them. I think
Central Equatoria, all Equatoria, where you find people try to make the best of
what they have, but the other areas they have that mentality. That’s my assump-
tion about the cash handout; it’ll have that impact rather than creating what the
government thinks it will do.

His analysis was not new: academic theory has long debated such determina-
tions about the merits of dependency mindset claims. Take for instance, Islah
Jad who writes extensively on the consequences of institutionalizing NGOs.
She points out how, compared with other means of societal organizing, the
“NGOisation itself has cultural dimensions, spreading values that favour
dependency, lack of self-reliance, and new modes of consumption.”® Similar
critiques have been levied at the global humanitarian system, for undermining
the state’s obligation to protect its citizens.’ At the crux of these criticisms is
the idea that such projects take resources and attention away the right kinds
of independence or interdependence. As this respondent suggested, there is
a spectrum of the dependency syndrome, and South Sudanese are extremely
prone to it. Microfinance, from his vantage, endows the worthier pathway
out of it.

CUSTOM, COWS, AND CAPACITY

I later spoke with a donor intermediary who weighed in on the challenges that
existed from the launch of the microcredit industry in Juba. Unlike the others
I spoke with, he saw these challenges as entry points and signposts for micro-
credit demand, rather than impediments to it. The first reason he listed for
this was that there were no policies on the ground to guide the private sector,
which thwarted many plans. But that lack of policy also created opportunity
for the MFIs founders to try new things.
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“The second was capacity for development,” he said. “These were people
who have been at war or in the refugee camps for so long, there was no pos-
sibility of them of having picked up something of the entrepreneurship.”

Capacity is a buzzword all on its own when discussing development, and
it is understandable that an expert—donor interlocutor would use it. Capacity
refers to an ability or power to do something. The term was popularized in
the 1980s with Amartya Sen’s poverty assessments that focused on the poor’s
capabilities through a prism of functional freedoms and rights.!® Deborah
Eade pointed out how “capacity building originally drew on a generally left-
leaning range of intellectual and political traditions, but is today commonly
used to further a neo-liberal ‘pull-yourself-up-by-your-bootstraps’ kind of
economic and political agenda.”!!

By deploying the language of capacity in light of the challenges of devel-
opment, this respondent also centered the syndrome on the lack of exposure.
This lack of capacity to engage entrepreneurial activities after war, on his
telling, provided an opportunity for microcredit institutions to provide locals
with greater opportunity in general, and through enterprising in particular.
Since development was regarded as impossible without something new to
shift the paradigm, the absent skills needed for entrepreneurship must be
introduced.

However, teaching did not come so easily, he said.

It’s not easy. First of all, to change the mindset is difficult. We have been
trying to preach to the pastoral community for example, to commercialize their
animals. There are just too many. If we were to commercialize these animals, I
think everybody would have a trade here, but we cannot. Because the mindset
is trained not to allow this to become commercialized otherwise their social
fabrics will break down. These are the feelings. In order to invest in that and try
to change them, it becomes risky for a bank—a bank that also needs to survive.
So that’s why we are struggling.

Just “too many” cattle, he said, of a people who consider the more the mer-
rier, and have for centuries. Cattle, I have been told by countless South Suda-
nese, are part of the family. Children are often named after favorite cows and
grief is felt upon their passing. The long traditions around cattle keeping are
even documented in E. E. Evans-Pritchard’s ethnography of the Nuer who
during the 1950s said, “It is more than a possession, more even than part of
his social personality—it is a point of meeting between soul and spirit that
therefore becomes a sacramental character.”'? The respondent’s use of the
word “preach” evoked the depth of the beliefs that shaped the “mindset.”
The enlightenment that he then “preaches” from his institutional pulpit
involved a new way of working with the economy, wherein commercializing
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was the gospel exemplar. Capitalism was postured as a new, superior faith
system. His analysis of the mindset regard commercialization, for instance,
as mutually exclusive with the current social fabrics. The existing social-eco-
nomic customs, which did not yield monetarily as much as possible, thusly
were at odds with what MFI systems were trying to achieve.

It is risky, he said, for the MFI to undertake evangelism among new bor-
rowers. Borrowers without a commercial mindset are costly. The training
required to convert people to prioritize profits over social customs is costly.
And the respondent was trained to recognize these costs, given that he was an
advocate of the commercial model of microfinance (compared to the poverty
model), which sought to reduce overhead wherever possible.

I spoke with another Juba funding director that had a long experience work-
ing in between microcredit agencies and their supporters abroad. Like the last
respondent, the one of his employers’ primary interests was seeing commer-
cial microcredit succeed in terms of financial sustainability. He spent most of
his days in the Juba office interfacing with MFI management. He began his
reflection with industry-centric language about the financial literacy:

The issue has to do with financial literatures. A lot of people there need loans,
but they only know about banks. They don’t know MFI can give them a lot.
They go to the bank and the bank asks them, “what question do you have?”
They say, “I don’t have a question.” They don’t know you don’t go to bank for
a loan. They don’t know about MFI that doesn’t require a physical collateral.
These are issues with time. This is why we have the association: to improve
financial literacy. But it requires funding to be rolled out. People will be finan-
cially enlightened. They will know alternative sources of credit, not just a bank.

The scenario used, that a prospective client had intentionally entered a bank
but did not have questions when meeting face-to-face with a banker, was
another narrative hyperbole. While surely any South Sudanese who had gone
to the effort of entering a bank would be capable of asking for something
while there, the tale suggested that they did not even know where to begin.
Nevertheless, his point illustrated the long distance such locals had to go
before reaching “enlightenment.”

The key point of this storyline was the idea that the path to enlightenment,
another phrase evoking spiritual awareness, was financial literacy. Compared
to other practitioner narratives that characterized dependency as a lack of
work skills or morale, this turns our attention lack of knowledge of how
finance works. Funding could solve the shortcoming, which, as stated of the
prior respondent, was also a key concern for this commercial microcredit
proponent. Enlightenment also relied on familiarity bred over time, by seeing
bank loans in practice and observing their effects, which he said, “can give
them a lot.”
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INDEPENDENCE IS A NEW BALLGAME

In another 2009 interview, the CEO of a Juba MFI described what he had
observed through the prism of his institution’s mandate. He explained that
the Juba experience was different than those in neighboring countries, where
he had worked prior.

But it is the challenge of paradigm, which is common to post conflict. They are
used to handouts, used to NGOs. The loan concept is foreign. The culture of
[South] Sudan is very rough; they are used to war. After many years in camps,
they are now teaching them independence. It’s a new ballgame altogether.

Independence, according to the CEO, could be taught. His story indicates
that the syndrome was marked not by unwillingness but instead by lacking
proper exposure. He again identified the borrower naivety symptom when he
elaborated on the role of financial customs in the new ballgame.

“They always talk about interest rate,” he gave another example. “Interest
doesn’t make sense to them because even if they are not Muslim, they grew
up under Islam.” The target population was inculcated to believe that charg-
ing and paying interest is sinful. Since microcredit always includes interest
rates, this was at odds with systems they were brought up with. This was an
attention-grabbing realization because the public narrative on the Southern
Sudanese independence at the time of interview was pointedly about break-
ing from Northern Sudan’s Islamic legal tradition. A new South Sudan would
subsequently not comply with Islamic banking laws, and MFIs were one of
many departures from the northern traditions. But the transition to believ-
ing that interest was not only not nefarious but also virtuous would require
exposure.

Though he saw dependency as a trend among post-conflict populations, he
also recognized a feature that differentiated the South Sudanese from other
beneficiaries: he brought home how honesty was a virtue. This made his com-
ments about borrower ignorance more interesting as he contrasted the South
Sudanese virtues with their ostensible failure, in the eyes of the institution,
to pay on time.

But they are strict. Honest. They will tell you if they don’t have the money but
will pay next week. You better believe it they will.

In his example, not making timely payments was regarded as less a worri-
some character flaw because he could count on their integrity, eventually.
Though late payments were major issues at the time of the interview, he
spoke as if tardiness was forgivable because their honesty counterweighted
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it. While for others dependency was associated with a corrupt work ethic, his
narrative associated the hope for learned independence signaled by honesty
and strictness.

He restated that dependency was not an issue of will or capacity, but
instead a matter of cultural dissonance. He also explained that the beneficia-
ries’ default was not to sit back, and resist change; in fact, they are eager for
the new prospects.

“Those outside of country camps benefited because they were exposed to
skills. People here want to understand badly.”

SCARS AS CREDIT SCORES

“The biggest problem is cultural,” said an MFI leader in a 2012 interview,
during a period in which his MFI organization was scaling back drastically
on loan services. “They completely lack a culture of credit.” Despite having
suffered from massive arrears because of the market demolition and other
technical issues, it was clear that he considered culture to be the primary cul-
prit of his bank’s demise. His evidence? Toward the end of the first interview,
the boss showed me a picture on his computer screen and turned to me, say-
ing, “Head cutting like this—can you believe it? Look at them, look at what
they’re doing still this day to their bodies. They will do this but still not work.
They’re not anywhere close to ready for credit.”

On his screen were photos of people with traditional facial scarification
patterns, called Gaar in Nuer. The scars are part a long-lasting ritual per-
formed at adolescence, and are extremely common Dinka, Shilluk, and Nuer
as well as many other cultures in Ethiopia, D.R.C., Suriname, and even the
United States.

To this MFI leader, these body modifications were indictments on their
capability to understand microfinance. The markings symbolized backward-
ness and primitivism.

Scars made on the surface of their skin during adolescence had surely
healed by the time he observed them coming in to do business. Yet somehow
his analysis surmised that, their physical appearance still evidently had major
bearing on their capacity for entrepreneurialism in the present world.

THE MALPRACTICE OF MISDIAGNOSIS

Anthropologist Barbara Harrell-Bond dubbed “dependency syndrome” as a
blanket term used for all the undesirable social behavior found. However, she
observed in 1986 about a region not far from Juba, “Like all blanket terms,
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it can hide more than it reveals, and in the case of the Sudan, this way of
categorizing refugee behavior leads to the wrong diagnoses of its cause and
thus inevitably, wrongly aimed aid projects.”'* Even back then, the tendency
to generalize this population pervaded humanitarian practitioner communi-
cation. This blanket diagnosis has continued, and using the token phrase is
problematic for a variety of reasons, but here it was used as a way to charac-
terize the population as a lost or exceedingly difficult cause.

Within the folds of their blanket language, MFI personnel gave nuanced
portrayals of the “dependency syndrome.” In describing this illness, their
descriptions included:

» Lacking knowledge (financial literacy, how to cultivate or do business)

» Lacking capacity (skills, abilities)

* An ineffective attitude (response to perverse incentives, resisting “hard
work” and capitalism)

* An incompatible culture (too social or traditional rather than commercial)

As expressed by Paul Harvey and Jeremy Lind, the dependency discourse
allows people to shift the blame away from the “poverty, destitution or
conflict that creates chronic crises.”'* In Juba, it inhibited microcredit prac-
titioners from seeing how the Sudanese war specifically perpetuated chronic
economic insecurity among its citizens. In fractured, post-conflict environ-
ments, people are forced to think and act in the short-term. For instance,
writes Samuel Rutherford, “When [the poor] do not save it is because of lack
of opportunity rather than lack of capacity.”!> Awa M. Abdi’s research on ref-
ugees in Somalia concluded similarly that the refugees were dependent on aid
“due to lack of alternative livelihoods rather than ‘dependency syndrome.””’!¢

I introduced this dependency idea as one of a syndrome, per the usage of
the term in the field. While it is true to that syndromes often involve multiple
symptoms that then yield diagnoses, it also is true that for some syndromes,
not every symptom shows itself in every case. Some symptoms, addition-
ally, can be signals for many different issues. A cough, for instance, can be
a symptom of a cold, a virus, or a bacterial infection. Each requires a dif-
ferent remedy; a virus cannot be treated with antibiotics. A syndrome must
therefore be accurately diagnosed before treatment can be prescribed. But the
dependency discourse instead justified the microcredit industry’s failure, and
inhibited microcredit practitioners from properly identifying ways to improve
their practices.

In order to prescribe more effective microcredit, the terms in question
require being broken down and situated in the broader context. While it
remains difficult to test the veracity of the industry staff stories, the magni-
tude of hyperbole combined with the relative distance each kept from regular
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interface with the borrowers makes me suspicious. Nevertheless, if these
theorized symptoms are true, each would entail a different policy response.
If borrowers lack knowledge, the prescription might be more training. If they
lack awareness, sensitization might be key. If they lack the will to adapt, the
prescription might be to better incentivize in order to encourage them to. If it
is culture, the prescription might the need to ready for the long haul. A thor-
ough examination of the troubles was in order, and yet all of these presumed
that the troubles rested within the clients themselves. Prescribing effective
microcredit in contemporary Juba required a wider lens.

The MFI operators placed the onus on certain dimensions of dependency—
namely, the locals’ cultural dependency—but failed to reckon with others
at work in South Sudan. As Kaler and Parkins (2015) point out, this focus
on cultural dependency ignores the aid industry’s reverse dependency, the
nascent country’s import dependency, and the multiple layers of its structural
dependency that were all very apparent during this period in South Sudan. No
person who has spent an hour in Juba would dare say that the import-depen-
dent market was simple. Time and time again, otherwise satisfied borrowers
told me that the biggest threat to their business was not a dependency issue,
but rather the market conditions and the incompatibility of the market flows
with the institutions’ unvarying loan payment schedule. Dissatisfied borrow-
ers tended to dislike the interest rate and the intragroup social tensions inher-
ent to the loans themselves. Neglecting analysis of the other dependencies at
work had a substantial impact on why these borrowers were in the frustrating
situation they were.

INDEPENDENCE, REALLY?

To receive “freebies” has long been viewed as a social failure. Anthropolo-
gists and sociologists alike have inquired about the social nature of gifts, and
one of the most-cited early scholars on this is Marcel Mauss, who argued
that gift giving elicits reciprocity. Pierre Bourdieu’s concept of symbolic
domination has also been applied to humanitarian grants and loans, in that
the transfer of funds creates a dangerous power dynamic between giver and
receiver.'” Indeed, Mauss’ early writings elaborated on how the gift “not yet
repaid debases the man who accepted it, particularly if he did so without
thought of return.”'® Aid organizations that give handouts are targeted as
responsible for failing to incentivize productive citizenry. Indeed, this is the
central thesis of Dambisa Moyo’s best-selling Dead Aid. Moyo is an ardent
microcredit proponent.

Microcredit uses the dependency narrative concerning “handouts” to jus-
tify its existence. As Paul Harvey and Jeremy Lind point out, “Dependency
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discourses in these contexts represent a way of justifying a strategic shift
from the provision of relief to more ‘developmental’ approaches.”!® It is this
belief that fuels microfinance institutions as they claim the capacity to tap
into the entrepreneurial spirit of beneficiary populations and bring borrowers
to long-term self-sufficiency. As such, microcredit practitioners in the field
need to guard against fomenting dependency and also preach concepts such
as autonomy and sustainability.

The truth is, MFIs have dependencies of their own. While different from
donation-based assistance, practitioners still need a certain type of depen-
dency from their borrowers. In fact, unlike aid, microcredit depends on
dependency: loan capital is return-seeking capital. The microcredit sector
depends on capital coming back. It needs borrowers that not only repay, but
also remain within the system and graduate to larger, more cost effective, and
profitable loans. This places the token ideal of independence in awkward rela-
tion to their real raison d’etre. That MFIs preach autonomy is not only ironic,
but stands to undermine the loan procedure’s very working fabric.

In the microcredit industry’s rush to advocate for the personal responsibil-
ity of poor people, forgotten from the dependency syndrome conversation
has been a question about its functions for society. Most people read Harrell-
Bond’s seminal work as one of the foremost contributors to this concept of
dependency. But her inquiry really centered on the counter-social tendencies
among Ugandans who were displaced in southern Sudan in the early 1980s.
“What [she] had failed to anticipate was . . . the extent to which the demands
of individual survival undermined social values. . . . The real and apparent
lack of support for each other, the refusal to cooperate under circumstances
where co-operation appears to be advantageous, and the prevalence of
destructive and anti-social behavior puzzles and frustrates aid workers and
researchers alike.”” Through this critical analysis, Harrell-Bond suggested
that a level of desperation led people to behave antisocially, as if survival was
a competition. I now posit that preaching independence should be carefully
considered in this light.

The goal of independence can be harmful. Economist Guy Standing makes
a simple but crucial point that carries into this analysis: “Dependency may be
juxtaposed with ‘independence’ . . . who could possibly favour the former,
a supine condition? Well, this simplistic imagery could be challenged by the
claim that most of us are dependent on others in many ways. Biologically, the
human species has survived through mutual dependency and collaboration.
Recognition of our dependencies is a healthy response to our humanity.”?!
Echoing Harvey and Lind, “The concept of interdependency is helpful in
reframing the debate around dependency.” They suggest instead we try to
understand assistance within the “complex web of interdependencies that
make up livelihoods under stress in crises.”?
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It is possible that the independence ideal may have cost the Juba MFIs.
It was never clear the extent to which these mores were impressed upon
borrowers. However, one event that impeded returns, for example, was the
market demolition that occurred in 2008. Markets were demolished to build
new roads, so borrowers were displaced. This provided people an opportunity
to take the money they were loaned and run. So, some borrowers ditched the
loans, and their capital did not return to the MFIs.

The delinquents who vanished after the demolition felt little obligation to
MFIs (the return-seeking dependence) or co-borrowers. They calculated of
the worth of maintaining loyalty with the MFIs (getting future, and likely
larger loans) against the cost of never receiving another chance, but also not
having to repay their loans. There was also a social calculation: the trade-off
between reciprocity and friendship among co-borrowers coming to an end
versus continuing to develop. A landslide vanishing act for one cost others
taken to task for their share. Group loan shirkers were not so dependent on
the loans that they came back. They burnt bridges between themselves, the
MFIs, and/or each other because this appeared to be the optimal choice. This
may not be a holistic picture of economic self-reliance, but it does imply
they did not see a long game reason to comply with some of various social
contracts. Neither the social contracts between borrowers or the literal con-
tracts between borrowers and MFIs can afford to have the borrowers behave
entirely independent.

Microcredit practitioners will never avoid the webs of social relations
required for their efforts, and especially during times of transition like in
the post-CPA resettlement period in Juba. That said, the social interde-
pendence might also have cost microcredit efforts in Juba. Social customs
tested microcredit. While I never met a borrower who felt that cattle
keeping was more important than entrepreneurialism, many borrowers I
met felt that friends should not be subject to reprisal for non-payments. In
these cases, the MFI independence norm sounded like a Faustian bargain;
it threatened the social conventions in place. While these priorities frus-
trated the MFIs, they were a far cry from the rote dependency narratives
depicting ill-prepared, lazy beneficiaries with little hope of conforming to
the demands of modern entrepreneurialism. Indeed, such social customs
may actually be keys to understanding the thresholds of what borrowers
value.

Repayments in Juba were lower than the magical 95 percent celebrated
by MFIs the world over not because borrowers preferred to take handouts,
and not because they were unwilling to put in the time necessary to repay.
However, instead of reckoning with the all these complexities, field level
employees indexing the dependency trope served to trigger a generalized
policy response from those with whom the staff was conversing.
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The real power of these dependency discourses was in their power to
persuade the industry lifelines, the donors and programmers, upon which
the local MFIs were dependent. The local MFIs were dependent upon their
donors for debt capital outlays, the debt ratings of their creditors, upon their
willingness to furnish auxiliary monetary support, upon the programmatic
requirements from headquarters, and metrics for success laid down to them.
Despite the Juba MFIs having varied public stances on the commercial and
poverty models, all struggled to retain support. Each had to justify its projects
to donors that did not want to spend “extra” on training but instead wanted
to see the banks run solvent on their own. The fieldworkers knew the rules
inside these semiotic communities: their supporters would wince at the idea
of servicing beneficiaries that could not be productive enough, that had a long
road ahead of them, or that had bad attitudes, as these would thereby threaten
efficient returns.

Hasty diagnosis without thorough examination is dangerous. Discourses
have material consequences, and these that promote sustainability and fear
dependency proved to divert support from life-saving projects in Sudan and
Malawi.?® This book charts how the discursive power of sustainability pushed
the Juba industry to shift its the goalposts from reaching the poorest people to
simply yielding returns. The effect was to have the organizations scale back
from the riskiest borrowers.

More than just a rhetorical overstep, the dependency syndrome generaliza-
tion overlooked very real phenomena. These views left crucial blindspots to
the lived nature of events happening among the very folks they claimed to
speak for and had material consequences. It neglected to recognize how an
import-dependent market suited their replicated lending model. It ignored
the sacred values—dependency, vulnerability, and community—relevant for
their own program’s operations. The dependency buzzword was the perfect
culprit to avoid these complex matters. The wrong medicine was prescribed.
Like many have said before me, if the concern is that people become depen-
dent rather than what is required to advance them along, we are deeply
misguided. Instead of prescribing this pill again, MFIs might benefit from
attending to a few more tests.
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Autopsy

The fall of South Sudan’s microcredit sector

When I say that microfinance failed in Juba, I am referring to the closure of
the two main microcredit operations in town. At their height, these operations
represented more than 90 percent of the microcredit market. The reasons for
their closures meant that credit services to the very poor have all but van-
ished. What replaced them was not microcredit, and this has gravely impor-
tant implications for what Roy called the “battle for the soul”! of the sector.
The closures impacted some 40,000 South Sudanese poor in the short term,
and countless more over the long term.

Below are theories for the failure, as formulated by various stakeholders I
met in the field, as well as the reports of internal and external analysts. Each
analyst has their own view of what constituted success or failure. Throughout
this chapter, I highlight how the different actors involved determined their
theories in light of what data and decisions were available to them. Through
assessing these different interpretations, I craft my own analysis of why and
how microcredit failed in South Sudan.

Nobody ever said it would be easy. Most research on post-conflict credit
had not been done because the experiments were still unfolding. What little
science had been done on post-conflict microcredit elsewhere offered warning
after warning. But was Juba different, or were the warnings just not heeded?

As momentum behind microcredit grew and projects were unrolled, schol-
ars and policy makers combined lessons from the test cases. One of the most
broadcasted reports was by the International Labor Organization (ILO). In
August 1999, just a few years before microcredit first arrived in South Sudan,
there was a joint ILO/UNHCR technical workshop in Geneva attended by
dozens of senior staff of hosting organizations devoted to discussing what is
involved in post-conflict microcredit. There, participants discussed several
themes, including challenges that were faced in previous cases, such as in
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Cambodia and Mozambique. From an analysis of these, they devised a new
set of guiding principles. The summary report indicated that microcredit in
post-conflict regions is viable, as long as there is also 1) reasonable security,
2) adequate economic activity, and 3) population stability.? Of course, each
of these preconditions is relative. Juba generally satisfied the primary criteria
during the observation period, between the 2005 CPA and mid-2013.3

Earlier, in 1998, Karen Doyle penned a report sponsored by USAID that
proposed “Preferred Conditions” for operating in post-conflict environments.
The conditions for success listed in the Doyle report were more stringent. Her
criteria included at minimum: commercial banks, an absence of hyperinfla-
tion, dense population, legislative structures, a skilled educated workforce,
social capital, and trust in local currency and financial institutions.* These
preferred conditions, also relative, were less present in Juba.

In 2002, the ILO and UNHCR collaborators created a training course,
“Introduction To Microfinance In Conflict-Affected Communities,” which
extolled the viability. “Experience has shown that microfinance works in
more environments than people thought possible. It seems that there are
remarkably few environments where microfinance will not work,” they cel-
ebrated.’ The curriculum praised microfinance successes in conflict-affected
communities, citing examples based on significantly varied credit program
offerings around the globe: Cambodia, Bosnia, and Herzegovina, Kosovo,
Palestine, Rwanda, Mozambique, Sri Lanka, Georgia, Tajikistan, and El
Salvador.6

The well-circulated ILO and UNHCR reports rested their optimism on the
faith that microfinance industry would work to develop rather than replicate
past models. The report acknowledged that there exist challenges particular
to operating MFIs in post-conflict regions, and consistently reminded its stu-
dents of the need to adapt. It implied malleability should be expected on both
partner agencies and the MFI doctrines.

In Juba, however, the malleability admonition received little more than
lip service. When things soured, blame was directed toward things outside
the scope of microcredit policy. The practitioners blamed the poor’s lack of
social capital and lack of business acumen or motivation. Almost everyone
blamed the whacky economy. But no one dared to suppose the fault was
actually within the donors’ cost-effective mandates, prefabricated lending
models, and resistance to invest in work to understand the borrower trends
and needs on the ground.

SUMI'S FALL FROM GRACE

Recall that the initial support for SUMI was set to last five years. The
USAID-Chemonics contract never promised to last beyond 2007, at which
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time the project, based on Washington “best practices,” was expected to be
a fully solvent, independent MFI. After the first phase of SUMI, the small
banking institution entered a slow spiral of confusion, which found it begging
for support. SUMI was “at a crossroads” according to the Chemonics 2008
final report.

The Chemonics farewell report is illuminating because it demonstrates the
reckoning between the policy-makers’ planned model and those who imple-
mented it day-to-day. This partial autopsy, delivered to the donors who held
the much-needed lifeline in their hands, described what happened during the
first five-year phase of SUML.

Overall, the summary of the Chemonics self-evaluation declared its
work successful, “based on both client demand and repayment experi-
ence.” In those first five years, SUMI was established, opened five branches
serving more than 6,000 clients, had an outstanding portfolio of more
than USD$2.7 million, had cumulative disbursements totaling more than
$7.1 million, and a qualitative repayment rate over 90 percent. The report
listed numerous positive statistics.

Key results included:

* Hired and trained SUMI staff

* Developed policies and procedures for SUMI

* Developed targeted loan products, including group, salary, and individual
loans

* Appointed an initial board of directors and guided the MFI to board
elections

* Provided ongoing training to board members on their roles and
responsibilities

* Supported SUMI in conducting outreach and marketing activities

Yet despite Chemonics’ optimistic analysis of its own performance, SUMI
was struggling. The report did not examine how these bullet points met or fell
short from the targets. It did not situate results within goalposts. The project
fell short (300k) of the previously published $3 million loan portfolio goal.
The report included no clear review of targeted populations like displaced
people, the very poor, and women. The report described the challenge of
having “fewer women than men operate in the market,” but did not list the
practical effects of this. Vague declarations of success like, “the number of
women participating in the market increased significantly,” provided insuf-
ficient information to determine whether SUMI was ready to be weaned.
The Chemonics report did include subtext that indicated SUMI was not
on solid ground, but it understated the gravity of it. The report outlined how
“it was vital that the MFI be managed as a business to be viable and sustain-
able.”” These were signals of SUMI struggling to meet the demands from
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above, in particular with regard to not being satisfactorily commercial. What
prevented SUMI from becoming self-sustaining according to the business
model?

One of the biggest problems that SUMI had was making a case for con-
tinued, poverty-focused funding, because it had sparse records to prove that
its operations were successful and deserved more support. By 2007, SUMI
received an independent audit by Price Waterhouse Coopers, which deemed
SUMTI’s account balances below par. Chemonics defended SUMI from the
Price Waterhouse Coopers (PwC) auditor’s analysis for failing to understand
post-conflict complexities. It was in this defense of its performance, which
played to the broadness of SUMI’s original and ambitious aims, that Che-
monics analysts appealed to the poverty lending side of the debate. Chemon-
ics reasoned that “PwC looked strictly at accounting and did not consider the
microfinance perspective.” The auditors gave “no consideration to either the
SUMI business plan, or the reality of where an MFI should be at this stage
of its development. PwC assumed that SUMI should have been operating
all along with a sophisticated computerized loan tracking system. Such an
expectation is valid for a commercial bank, but it goes against best practices
in microfinance.”®

USAID in-house discord over microfinance policy made implementing
and evaluating its program difficult. A few years later, in part due to the new
legislation requiring better records, USAID disciplined the field-level organi-
zation for failing to comply with the new benchmarks. At this point, the audit
showed that Chemonics and SUMI indeed did not make the numbers. Far too
few loans had been repaid. USAID paid Chemonics to launch SUMI with-
out requiring or furnishing a way to create a paper trail, and the Chemonics
infrastructure had little reason to prove itself until this point. The Chemonics
response to PwC evoked certain frustration, for being unable to implement
the work required while being, in its perspective, under-supported. SUMI and
Chemonics staff bankers, though still employed at this time, were in a bind.

The data collected by different actors spoke over one another, pointing to
different metrics of analyzing success. The field staff had manual payment
receipts; borrower experiences that were collected by the agencies amounted
to single paragraph success stories at best.” The donors mainly sought to
know portfolio returns in the paper trails. Headcounts. Proof—of a narrow
variety—was a pawn of the actors with the power.

On the whole, the Chemonics sunset report concluded with advocacy
that SUMI go on: “SUMI, as a young institution in a complex post-conflict
environment, needs additional support,” it declared. Despite being “well on
its way to becoming an independent Sudanese-run private sector business,”!°
SUMI was not quite ready for independence. Having exhausted the loan fund
provided by USAID, SUMI needed to grow its capital base because, “although
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SUMI is able to cover its operating costs, it does not generate enough revenue
for much-needed expansion, capacity building of personnel, or product devel-
opment.”!! Knowing it was dependent on further support, Chemonics analysts
could only ask its donors for help for the fledgling institution.

Mercifully, SUMI received a little more funding. In 2008, SUMI received
USD $56,000 worth of technical assistance (TA) from the South Sudan
Microfinance Development Facility (SSMDF), earmarked for getting its
paperwork in order."” The technical assistance went a long way toward
increasing capacity and gathering data, but it did not solve the SUMI capital
shortfall.

When I met with staff from SUMI in late 2009, they were thrilled to have
finally received an information system—computer database software. When-
ever I heard of their challenges, I next heard them speak as if the new tech-
nology would solve the tribulations. One staffer told me: “We are constantly
growing, we have now opened our sixth branch in Wau. We were trying to
consolidate into five branches. But we can now expand again because we
have the automated MIS [Management Information System]. Before we were
on the manual MIS, so now we’ve gotten a computerized one, then at least
efficiency and productivity are improved.” He spoke as if he thought the new
technology could correct the MFI’s income shortage, even in the specific
branch expansion issue he described. However, SUMI’s problems expanded
far beyond unorganized paperwork, or its lack of technical capabilities.
Underlying its funding problem, as noted, were issues of not only collecting
client data to trace the impediments to repayments, but also its capacity to
make verifiable claims to future funding.

SUMI could march on, but it became apparent that it was no longer the
USAID favorite. In 2008, USAID proudly reported their launch of the South-
ern Sudan Microfinance Forum (to become MASS) and another new invest-
ment of note: “the establishment of a second MFI—Finance Sudan.”"

FINANCE SUDAN’S TRANSFORMATION

“By that time,” Finance Sudan’s chairperson reminisced to me from a 2012
vantage, “it was challenging. This company was actually collapsing. The
countries’ challenges were beyond the business expectations.” Finance Sudan
was struggling. In its early years under the American Refugee Committee
(ARC), FSL had low repayment ratings, and donors and the MIX Market
were paying close attention. The 2009 repayment rates were just as terrible:
their portfolio at risk for more than thirty days, (or overdue payments), was
at 42 percent, a far cry from the 5 percent range championed by microcredit
advertising the world over. At the time, Finance Sudan’s return on investment
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was less than 67 percent, nowhere near full solvency. Something had to give
beyond what ARC grants could offer.

At about that time, Finance Sudan was bought and became a company
guaranteed by shares, changed its name to Finance Sudan Limited (FSL), and
hired a new manager with extensive experience by field management stan-
dards (given that attrition rates were high). Oketi had ten years of experience
in microfinance, having managed branches in Kenya and in Uganda during
its conflict. He told me proudly that he was “posted mostly in branches that
had challenges. I used to go turn them around.”

Oketi received a phone call in the spring of 2010 from the board chairman
for FSL, and another from one of the former directors and shareholders in
Uganda Microfinance Limited that had just two years earlier been bought by
Equity Bank, one of Kenya’s giants. Oketi recapped:

So they called and told me, “We know you have a lot of experience in microfi-
nance and especially in dealing with the higher branches. Once we shut down
this operation in South Sudan, can you come and make a miracle for us?” I said,
“it’s not a miracle, I will just go do three months and start up with consultancy,
I will do a review of the business operations and see how we can sort the busi-
ness and if it’s worthwhile, I will say yes and if it’s not, I will say just shut your
investment and move on.”

SPECTACLE, CONFUSION, AND MOMENTUM

FSL did not initially move on. Despite the 2010 audit and noted struggles,
there was still a push to make microcredit work in South Sudan. “Historic
stuff” began a Sudan Watch article about Southern Sudan’s First Microfi-
nance Conference."* The impending referendum, with an independent South
Sudan within reach, created an era of boundless hope throughout Juba. The
conference was a spectacle, appealing to the faith in finance and entrepre-
neurialism for the soon-to-be country. USAID and SSMDF funded the con-
ference, clearly denoting their interest in growing and improving the sector.

The July 2010 USAID conference in Juba was a microcosm of the engine
that ran the microcredit machine. Thousands of dollars were spent on the
meeting, which took place in a nice hotel.'> More than a hundred practitioners
and technical experts from around the world attended, “to exchange views
about the state of microfinance in southern Sudan and develop a strategy to
build the sector, which is still in its infancy.”'® The South Sudanese practi-
tioners relayed challenges like the low financial literacy among the target
population and high transaction costs, and received guidance from visiting
guests from around the world. The guest speakers, drawing on neoliberal

printed on 2/12/2023 7:57 PMvia . Al use subject to https://ww.ebsco.coniterns-of-use



EBSCOhost -

Autopsy 189

fundamentals, charged that the industry could grow by “focusing on the
basics,” which the field practitioners would soon learn just meant optimizing
a shoestring budget.

The key themes presented to practitioners included active listening and
adaptation to the local demands. The MicroSave Africa!” director, for
instance, championed the need to perform market research so as to modify
services, explaining how, “the smallest adjustment to a loan product can
sometimes transform a product utilized by a few hundred borrowers to one
that benefits thousands, and the only way we can change is to listen to our
clients.”!® He boasted that MicroSave had been doing this for Finance Sudan
during the restructuring year where the mantras advocating for client feed-
back satiated reporters and persuaded prospective donors. But it would take
more time to witness whether the community would heed his call for active
listening, responsive inquiry, and tailoring microcredit for South Sudan.

“Microfinance is dynamic and SUMI will adapt to change as it grows. I
envision that SUMI, in the future, will be a bank,”" said Lokule Edward,
then-managing director of SUMI to reporters. By the summer 2010 confer-
ence, SUMI was still tied with BRAC as the largest MFI in South Sudan,
and held the respect of the community by virtue of having been there first.
SUMI was show ponied throughout the conference, and media mentions of it
focused almost entirely on great news. And yet, in lieu of its internal turmoil,
even SUMDI’s initial supporters had already begun going public with their
support of its competitors instead.

The conference signaled the donor community’s confidence in the continu-
ing, if not new, support for the microfinance sector; after all, it would not
have been organized if they saw microcredit as hopeless. “The microfinance
sector,” declared the US Consul General in Juba Ambassador, “has the poten-
tial to transform millions of lives.” There was indeed a spike in support of the
South Sudanese microfinance sector following the conference as early donors
shifted their attention back to the sector, and new entrants joined in to help.

Directors of the United Nations Capital Development Fund (UNCDF) were
also smitten by the hopeful ethos coming from the pre-Independence confer-
ence. They committed over US $7 million to financial service providers in
southern Sudan through a program called MicroLead.”® The UNCDF direc-
tors named the program MicroLead with careful intention. Funding was con-
centrated on retail financial service providers with “proven business models”
rather than new market entrants—market leaders that could “rapidly scale-
up their own operations offering a variety of products and services while
accelerating the pace of sector development” would access funding.?! The
MicroLead architects did not hide their favoring of “market leaders” for this
funding; they even promoted it. They judged that the industry’s “enabling”
regulatory environment was moving in “the right direction,” and, combined
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with promised funding by other major donors, beckoned to the agency that
this bandwagon was worth jumping on. UNCDF’s explicit goal was to more
than double the number of borrowers in Southern Sudan through “an ambi-
tious strategy of combining support to a range of local institutions and market
leaders” by 2013, which meant moving away from serving the very poor.?

MicroLead was intended to support savings-led financial and technical
service providers. Its many partners included: UNCDF, the Bill, and Melinda
Gates Foundation, The MasterCard Foundation, Governments of South
Sudan, Liberia, Bhutan, Timor-Leste, Sierra Leone, Democratic Republic of
Congo, Rwanda, Ethiopia, Lao PDR, Vanuatu, Solomon Islands, and Samoa.
Its specific mission was to “increase sustainable access to client-centric finan-
cial services, particularly savings services, for low-income populations.”*
This rests under the logic that savings are important, and gives banks money
to mobilize. While the sustainability buzzword was pervasive across many
development domains, the savings component was even more acutely syn-
chronous with the norms circulating among financial inclusion advocates, and
was endorsed by influential actors in the field, including the Innovations for
Poverty Action, the Consultative Group to Assist the Poor, and the Women’s
World Banking. Indeed, out of the seven million committed in South Sudan, a
noteworthy share went to Equity Bank; a bank that neither needed the money
nor was trying to reach the MFI target audience.

The 2010 MicroLead grant had a soft but ostensible bend toward the Wash-
ington consensus on poverty and its neoliberal underpinning. This included
training and certifying local auditors to ensure regimented payment tracking,
as well as filtering support through the commercial advocates’ favored chan-
nels: sending senior staff and management to Boulder Microfinance Center,
getting the Bank of South Sudan “access CGAP Policy cadre or its equiva-
lent,” and technical assistance to be filtered through the SSMDF.

In the summer of the 2010 conference, SUMI underwent serious institu-
tional changes at the governance and management levels. It formed a new
board and appointed a new CEO, to redress challenges like high PAR, high
staff turnover, diminishing liquidity, and operating inefficiency. But some-
thing was amiss.

The new CEO of SUMI, Vincent Olweny Oywak, expressed large con-
cerns as he was in the dark about how his MFI was going to forge ahead and
succeed. In October 2010 he went on record in the local newspaper over the
“unexplained irregularities and lack of transparency in the management of
donor funds intended for microfinance institutions.” Speaking as a voice for
his other affiliation with the Microfinance Association of Southern Sudan
(MASS), Vincent voiced concern that “despite the millions of dollars com-
mitted to the sector, only a scant amount has been accessed by some of the
member institutions.” Specifically, he “alleged that some donor funds were
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being directly channeled to a foreign owned microfinance institution based
in Southern Sudan rather than going to small businesses.”** Vincent was
concerned that the industry support was shifting away from the “right” MFIs,
including his own SUML

In November 2010, SUMI appealed to SSMDF for additional funding to
reschedule its loans. The SSMDF insisted that they could not move forward,
“without an audit report, realistic business plan and a proper evaluation of the
impact the rescheduled loan would have on the financial position of SUMIL.”
SUMI had not been audited since Price Waterhouse Coopers in 2007. After
three months of delay, in February 2011, SSMDF approved US$59,646 in
Technical Assistance funding, but only “to meet the cost of a financial audit
and a revision of the business plan.”? More assistance was needed, and in
more areas, yet this became another strike-out in requests for the much-
needed debt capital.

The year 2010 marked a reorienting for SSMDF leadership and priorities.
In September, the institution revised its plan in order to “make SSMDF more
relevant and responsive to the challenges facing the microfinance industry.”
The most significant transformation was that the “new strategy” was to be
committed to “Greenfield MFIs with potential to become viable financial
institutions.” The objective was not new: “ensure that MFIs are focused on
building sustainable institutions that will stand the test of time.”?* As men-
tioned earlier, the mandate to service sustainable MFIs was at odds with the
poverty finance model. In 2010, the SSMDF gave Finance Sudan—one of the
foreign MFIs that worried SUMI CEO Vincent—a substantial sum of loan
funds: US$300,000.

Despite its expected commitment to the World Bank’s preferred strategy of
commercial microcredit over the poverty model, signs were soon flashing that
microfinance was moving away from this. By the date of independence for
South Sudan, the Bank brought in new agendas to the landscape. The revised
Bank plan marked the day when microfinance receded from the World Bank
priority agenda. In a 2013 interview, one World Bank staffer illustrated the
personal side of change—after repeatedly mentioning SME or “small-to-
medium enterprise” he self-edited his vocabulary, replacing it with “micro
enterprises.” SMEs were the exemplars of loans for the “slightly less poor,”
and poverty lending advocates contend that they fail to reach those who need
credit the most. However, to commercial microfinanciers, SMEs are perfectly
sensible and desirable.

The World Bank plan for promoting micro-entrepreneurship (US$ 4.4 mil-
lion, or double what was allocated to traditional MFIs) officially established a
business plan competition (BPC). More than half of all private sector monies
were allocated to 200 small entrepreneurs to the tune of US$20,000 each.”
Twenty grand, it is worth noting, is not micro credit.
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The World Bank money was disbursed as a guarantee so that the key stake-
holders?® who had formally invested were Kenya Commercial Bank-South
Sudan and Equity Bank who provided the BPC loans.”” Both are private
banks. I learned how poorly those grants had performed in a 2012 interview
with a person who worked for the World Bank microcredit initiative in Juba.

It is not actually part of microfinance, but it is a complement to it. We decided in
terms of support to microenterprises, in order to make sure the economy grows,
you have to support the microenterprises with some bigger entrepreneurs. The
analysis came from, say for example, the tea sellers in the streets who are sup-
ported by this microfinance scheme. But now, they have to get sugar, they have
to get tea and coffee outside the country. So why don’t we do it by picking some
who have become our formidable entrepreneurs to grow the sugar within.

Then we decided also to come up with another scheme. This was a supple-
ment, so that we could groom a few members of the community who could take
up this bigger. I wouldn’t call it SME, it’s not SME as such because we couldn’t
fit it into the international definition of SME. But at least something related to
that. We wanted to go into production so that we can be able to service this
industry, which is growing very big, because our main bag was the microenter-
prises. But out of that we wanted to have some sort of support scheme within
the country. So we picked through what we called a Business Plan Competition,
which was actually a business idea competition.

He added that they picked sixty entrepreneurs for training on business
management and other issues related to enterprise development. After that,
they chose to fund the best forty-five because the budget could only support
that many. He told me that since most of these people were “unbankable,”
without collateral to support any individual loan scheme, they set up a col-
lateral scheme to guarantee for them, facilitated through the banking system,
where they deposited the BPC prize money. Winners opened accounts and
started sourcing loans from there. “Now currently, out of the 45, 17 are doing
extremely well,” he said. Fewer than half. “What happened to the rest?” I
asked.

The others, they’re people who are used to the donor syndrome, they just saw
it as a donation and they just disappeared into thin air. We’re not worried about
that. We said that even if we could only build up three of them, that would be a
something because we could use them as a lantern to attract others to do a simi-
lar thing for the future. So that’s what allowed us to be approved for the second
phase. Because of this success they extended another 12 months, and even for a
bigger amount. So it is approved for another year.

The Bank might have been happy, but I was shocked by the poor repayment
rates of these large loans. He concluded our interview by describing the future
of World Bank support of traditional microfinance—small loans for the poor.
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But after three months microfinance will not receive anymore World Bank fund-
ing. They will have already done their bit through the MDTF, because what they
wanted to do was to create a foundation, a system, a forum. A system is there,
the forum is there, the institutions like SSMDF are already created so the only
thing for them is the government supporting. But unfortunately the government
doesn’t have that so [he laughed] we’re hoping they do, or even that the donors
do come in and continue supporting.

Oketi, the gentleman hired to come turn Finance Sudan around, took the job
in the spring of 2010. He is a self-proclaimed hero in its ascent story. Many
believed in his abilities as well, as evident by surges in funding flows, and
the institution portfolio.

“Luckily enough when I came, I did a review of the internal operations,”
he told me in 2012. “And I looked at the markets, the kind of plans they sort.
I looked at what they offer differently, I looked at the human resources and
then also their policy and procedures.” Oketi’s 2010 overhaul of FSSL was,
more than anything, a product differentiation because, he told me, “we were
basically the only group lending.” He explained his prescriptions to me as
follows:

We saw that sector of the microfinance, especially the salary people like the
NGO and some of the state government needed services from us, so I had to
create a salary loan product that take care of employees who are South Suda-
nese. | think that also increased the product lending, because now we are also
attracting quite a of number these salary people. They had no any other option
except us. The banks were not offering credit to them and so we needed these
clients.

Oketi’s proposed modifications satisfied the new Kenyan owners of FSL,
but they knew they could not achieve the ambitious market rate aims if they
continued in partnership with the refugee NGO. Servicing loans to people
who were lucky enough to have salaries was not part of the mission to serve
refugees who desperately needed credit. So in 2011, ARC sold its stake to
allow FSL to transform into Finance South Sudan Limited (FSSL), a com-
pany limited by shares.® This transformation freed up Finance Sudan from
any prior obligation to serve the much poorer customers.

Finance Sudan’s transformation was very much facilitated by USAID’s
fresh boost of support at that time—so much support that USAID counted
“the turnaround of Finance Sudan from an MFI on the verge of failing to
one that now stands at the forefront of the industry” among its “major suc-
cesses.”® By 2011 and officially a private firm, Finance Sudan started getting
funding from almost all the donors in the sector. Once the smallest actor on
the scene, Finance Sudan was now leveraging most of the support that had
previously been allocated to the other MFIs.

printed on 2/12/2023 7:57 PMvia . Al use subject to https://ww.ebsco.coniterns-of-use



EBSCOhost -

194 Chapter 9

But this growth in funding, and the addition of a new branch, did not
amount to greater client outreach. In fact, the overhauled Finance Sudan was
reaching far fewer borrowers than it did as an NGO; according to MIX Mar-
ket figures, FSL had 5,400 borrowers in 2011, 4,020 borrowers in 2012, and
2,416 in 2013. In just two years, the company halved the amount of borrowers
it distributed loans to.

Finance Sudan became less inclusive than it was initially designed to be,
because it had to make extra efforts to create a sustainable institution. FSSL
at this point closed northern branches in the cities of Wau and Malakal, which
were losing the most returns due to the economic downturn brought by the
oil conflict between South Sudan and Sudan, and the closure of the borders.
The institution saw the costs of closely monitoring the branches and having
unpaid loans as too high to stay in these areas, and saw it as a risk that threat-
ened the sustainability of the entire institution.??

An FSSL worker explained the situation in a 2013 interview.

So, that current situation was not a very good experience for us in 2012. 2012
passed of course with some challenges and strategically as an institution we
decided to take a very big step and learn from our mistakes and say how do we
overcome these challenges? The key thing is we had to go through a process of
business realignments, and to really put them into place. The situation in South
Sudan, with or without oil we must do business. As I said, we transformed into a
company limited with shares and the shareholders did not want us to shut down
and leave the operation. Even as a stakeholder, we build such a big stake in the
community, I think it will be a waste for the industry. Actually for the industry,
if Finance South Sudan decides and shut down and then the industry is shutting
down because currently we have the biggest microfinance institution and the
others have refugees which are very small.

Finance Sudan stayed ahead of what its leadership regarded as its biggest
struggles by choosing sustainability over funding the poorest. This approach
satisfied the supporters of the Washington consensus on poverty.

AN UNEXPECTED FAREWELL

I had no idea things could have devolved to the extent they did. My first day
on a fieldwork trip in the summer of 2012, I went to visit MFI administrators,
staff, and borrowers. I had developed theories based on the prior fieldwork
and wanted to see what these people thought. This is an important test of
ethnography: that it ring true with those whom it is about.

My first stop on that trip was with Vincent, the SUMI director. He was
based at the head office in Juba. It was a good thing I arrived when I did; they

printed on 2/12/2023 7:57 PMvia . Al use subject to https://ww.ebsco.coniterns-of-use



EBSCOhost -

Autopsy 195

were in the process of packing the office and closing up shop. There was only
one other person left in the whole two-story office facility.

The research I had done up to that point in no way suggested the micro-
credit sector in South Sudan was thriving, but I simply had never heard of
an MFI that was completely incapacitated like SUMI—and certainly not one
with such a wide reach. The MFI in Adjumani, Uganda with whom I had
done research had suffered losses with the CPA out-migration from Uganda,
but it continued offering services to those who had remained. Even despite
the sparse paper trail, I reasoned that MFI was bought by massive Equity
Bank, so there must have been some asset or capital base left worth an inves-
tor’s attention. I was not expecting to hear what had actually happened.

Vincent listed off the challenges SUMI had been facing, and they were the
same that everybody else had said. Borrowers were not able to make ends
meet, and his staff did not have the resources to adequately support them.
SUMI started closing poorly performing branches in 2009, but by 2012, it
was down to just two branches in town. They were continuing service with
them while they deal with the lost assets before closing down completely.
Despite the moving boxes, he held hope that with the right changes to the
system, SUMI could turn things around.

He explained how, for a while, there was a sliver of hope for USAID to
come through with a round of funding after the first term of the contract. He
reminded me that, since its birth, SUMI was dependent on a USAID grant.
In 2011, continued support seemed likely. USAID had promised SUMI
US$1.5m, conditioned on one thing: if they could find an “international
strategic partner” agency. But none was approved by the SUMI Board and
USAID. So, USAID funding was cut off. Once more, SUMI sought support
from the South Sudan Microfinance Development Facility (SSMDF).

But, SSMDF weighed in to express their concerns, “As a company limited
by guarantee, SUMI does not have clear ownership. The lack of clear own-
ership unwittingly compromises Management and Board accountability.”
Neither owned by USAID nor its implementing partner agency Chemonics,
SUMI had no owner to speak of. There was no agency or firm whose stake-
holders had a vested interest in the institution’s fate. SSMDF refused to pro-
vide further support on these grounds. Their report’s last mention explained:
“This has impacted negatively on the performance of the institution whose
future currently lies in balance.”

In many ways, and in spite of how it unfolded, Vincent agreed with the
orders that SUMI should find clearer ownership. In our follow-up meeting,
Vincent waxed poetically about the ownership of “the means of production.”
He knew ownership was where the power of change lived in any corpora-
tion, and he knew well that laborers could not do much without the strength
of its ownership sharing the same vision. This applied to him as much as it
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did the borrowers: he was powerless in the management-but-not ownership
of his MFIL.

“People call their work capacity building,” he said, “but they work with
the same people over and over again; it doesn’t penetrate the rungs of soci-
ety.” He saw the solution to this as cooperative savings and regulated credit
unions. He had even gone to the Bank of South Sudan to propose locally
owned credit unions but, he said, they did not fully entertain microfinance
concepts, as “their primary focus was banking in addition to the lack of a
microfinance policy and/or regulatory framework.” That, he said, was one
of the big problems; that people knew the loan money “was from donors far
away, no MFIs were emphasizing that need for the local ownership opportu-
nity, and the government is more comfortable with business people running
things for everyone else.”

Vincent told me that SUMI was not the only MFI that was dying out in the
field. BRAC too had begun rescinding its credit services in several branches,
he had heard at a microfinance association meeting. I was due to pay BRAC
another visit anyway. In 2012, I asked the BRAC staff for a little more expla-
nation, and if possible, data, about what went wrong with their microfinance
endeavor. True to their research and reflection form, they scheduled a meet-
ing in which we could review a Powerpoint slideshow presentation they had
prepared.

In the meeting, the BRAC staff explained that their model was transition-
ing away from providing microfinance. Their lead researcher told me: “We
try to find out how microfinance was working in the beginning and how it
went through with demands, and how it grew up, and the challenges that we
faced with the operations. We had information; the group meetings after the
group formations, then the members’ business here, you can see some of the
members being visited and at their business places and doing these things.”

Challenges and barriers they discussed, cited here from their PowerPoint
presentation, were:

* Low economical viability

» Migrations as a result of demolition, land demarcation and resettlement
* Loss of business

* Money transaction

* Tribal conflict

* Insecurity

* Poor internal road communication

* Staff-related issues

* Money stuck in Nile Commercial Bank

* Less possibilities of extension due to low population density (Scattered)
* Inadequate communication networks
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The researcher and an upper-level staffer went on to tell me how frustrating
it was to scale back lending. Between the millions of dollars lost in the Nile
Commercial Bank and the fact that borrowers just did not continue paying
back into the system, they felt they had run out of options. They relayed this
dismay to headquarters.

“It was a heartbreaking situation,” said a former high-level decision-maker
from BRAC International in an interview. BRAC’s holistic model was
funded not by one “impact first” impact investor, but by several different
funders. Each contract was earmarked separately for development activities
(grants) and loans. It was up to the direction of BRAC International, which
coordinated all the franchises outside Bangladesh, whether the Juba direc-
tors could try anything new within the funding constraints. Despite having
some grant funding from which they could draw and subsidize new program
experiments, the commercial debts BRAC carried from its borrowers had to
be repaid. If not, those who lent to BRAC, could drop BRAC International’s
credit score. The grant funds simply could not fill the growing gap in what
was needed to achieve BRAC’s holistic poverty outreach model.*

On the ground, BRAC first tried to right the ship and repay its debts by
downsizing. In 2010, management in Juba noticed some outreach programs
were a bit too costly, so they merged 16 branches to reduce the cost of opera-
tion and closed three branches altogether, bringing the total number remain-
ing in South Sudan from 45 down to 26. It was not nearly enough, but they
kept marching through 2011. That year, they introduced staff performance
incentives and fired underperforming staff. They had a branch review ana-
lyzing their operating system and documentation. Yet, they were still being
spread too thin. No amount of scaling back was enough to reach the debt
obligations.

BRAC was not coming close to the needed portfolio balance. That year
it also tried something relatively controversial among poverty finance advo-
cates, to fill the gap: it increased the interest rate to match the market rate,
and introduced twenty installment loans. It still was not enough money, and
definitely not fast enough for the institution. The staff in Juba argued that the
challenges were just too great, and mostly outside of BRAC’s control.

The challenging postwar economy received most of the blame from micro-
credit observers in and outside the new country. As with BRAC outposts
in Sierra Leone and Liberia, efforts to provide credit in South Sudan faced
major challenges specifically due to its postwar status.®> A 2015 UNCDF
Microfinance Greenfields In Challenging Environments report reasoned that,
“the BRAC methodology . . . works in places with basic security, a stable
and relatively dense population and significant levels of existing economic
activity.” Instead, operating challenges, a sparse and mobile population and
low levels of economic activity “prevented the model from working.”* The
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Figure 9.1 BRAC Portfolio at Risk 2008-2012. Source: Courtesy of BRAC.

postwar particularities would be charged as the difference between the fail-
ures in South Sudan and BRAC’s otherwise successful models.

A World Bank manager based in Juba, one who advocated that even the
poorest South Sudanese were credit-worthy, took issue with such post-con-
flict blaming analyses. He analyzed BRAC’s microcredit failure differently.
He explained in a 2013 interview that BRAC, “started an ambitious program
going to seven states with a lot of branches.” He continued:

The problem, according to me, is not the market. It is the model. The model
BRAC brought was Bangladesh model. We see that Bangladesh and South
Sudan have a lot of disparities between the populations. I have not been to Ban-
gladesh but from my reading, you can get a lot of people in a few kilometers.
In South Sudan, the distance between villages is quite long. So then, we cannot
have several offices spread all over. Then the system stability will be question-
able. The ideal model in microfinance: one branch has to be sustainable.

BRAC may not tell you that, but from our assessment that could be reality.
The market is not difficult. In microfinance, say a loan, there is no bad plan,
there's only the policies which are really bad. It’s how you design the policies
that will lead to how your client will respond to your policies. With the right
policies, they will follow.

Bangladesh (or Uganda or Kenya, or Tanzania) is not South Sudan. Though

BRAC received much praise for the ground-up work it completed over forty
years in Bangladesh, part of its success was in its homegrown nature, keeping
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a finger on the pulse of its own community issues, and problem solving
approaches. BRAC had an array of programs, but each was fabricated from
the Bangladeshi context. Even Duval, whose prism for success was defined
by “outreach and sustainability” (i.e., closer to Washington than Bangladesh)
pointed out how, “there was virtually no adaptation of BRAC’s microfinance
model” in South Sudan. Ironically, the BRAC microcredit model was
praised for being adaptive, but failed to do more than apply its one-size-fits-
all template, assuming it could reach economic prosperity in any context.

BRAC’s holistic social service model was admirable. Its monitoring and
evaluation diligence, too, especially compared to its peers who did little,
and revealed less. Still, BRAC’s microcredit endeavor met its match in the
organization’s limited, prefabricated options for applying said learning.
Governed almost entirely by donors far away, BRAC’s options for making
adaptive decisions were limited because of the grants it received. The debts
were inflexible and the donations were too few to let BRAC field operations
behave in the ways they are praised for doing elsewhere. While donors and
investors to BRAC must have admired its model, not enough donors came
through to realize it.

Finally, in 2012, BRAC had to give up on microcredit in South Sudan. It
closed sixteen more lending branches that year, and its strategists resolved to
shift from microfinance to targeting adolescent girls and the ultra poor (TUP)
models they had from Bangladesh. BRAC’s Ultra Poor program has now
been gaining traction in recent years around the world. Generally it is seen
as a social safety net program, which assists its participants to improve their
livelihoods so as to eventually access mainstream development services. In
South Sudan, it was a necessary replacement for microcredit in the immediate
term. A staff person explained the model as follows:

In Bangladesh and outside Bangladesh, we have an initiative for those who are
ultra poor, who have no capacity or ability to utilize microloan. Through this
program, we provide some technical, training and monitoring support to these
beneficiaries. Besides this support, we have a safety net project. If they have
health incident, education requirement or need food, for that case, we’ll give
them some support during this project period. That way they won’t utilize their
capital for their consumption. This way, we will be latching them for two years.
Within these two years, we hope they will pick up capital, there we’ll test them
for setting this objective, then we switch over to microfinance. This is suitable
and effective buoy for microfinance in South Sudan.

While the local staff characterized the shift as an issue regarding local capac-
ity deficits, the decision to prescribe the TUP instead of credit demonstrated
the organization’s unwillingness—and inability—to provide microloans with-
out adequate auxiliary support. According to the BRAC paradigm, lending to
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borrowers who faced so many shocks that they would not be able to use debt
well would be dangerous. In the Juba case, the subsidies required for “real”
microcredit were not an option. The bigger picture, as understood by those at
the funding helm, painted the constraints of South Sudan combined with the
constraints of the total grants available to BRAC. In short, BRAC decision
makers found it was easier based on their funding earmarks to offer the Ultra
Poor program than expensive credit, but probably not necessarily better.
The BRAC field staff went on to discuss his view of the financial service
providers who chose to stay in the South Sudan microcredit industry.

So far [ know that all MFIs are facing loss of programming. And some of these
MEFlIs are not lending microloans; they are providing other loans. Basically, it
is not microfinance. As an institution, we cannot do this. We are not a business
institution. We like to provide this support in a proper manner, with all loans.
Which is why we are thinking to develop a good microfinance model for South
Sudan, which will be a sustainable and effective model. You know that BRAC
is working with a holistic approach, that’s why.

His comments, aligned with the BRAC vision, were razor sharp. Giving
loans without proper support, he emphasized, was not microcredit. Business
models were not good for the poorest. What became of the remaining Juba
microfinance industry was not, by definition, microcredit at all.

TRANSITION TO PROFITS

When the South Sudan microfinance industry donor-investors began evaluat-
ing how to surmount the challenges they were facing, they looked to the MFIs
that were able to be sustainable without support. The shift in focus overshad-
owed any remaining poverty-driven approach.

Given its still-unfolding relationship with federal microcredit policy,
USAID’s chasm between relief and development was growing clearer by its
2009 Guide to Economic Growth in Post-Conflict Countries report. It crafted
scaffolding for the bifurcation of free aid and loans, by emphasizing the tenets
of lending to clients—that loans must be repaid. It also suggested facilitated
activities to make clear the distinction between aid and loans.

When supporting microfinance, donors must ensure that relief services and
microfinance services are kept separate. In the immediate aftermath of a conflict,
the NGOs supporting MFIs often are the same NGOs that provide humanitarian
assistance. This can be a practical arrangement, as these organizations typically
are familiar with local clients, enabling them to quickly identify those with the
greatest needs. Donors must make it clear, however, that grant assistance should
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never be offered as forgivable loans; this practice can have negative long-term
effects on future loan repayment. NGOs providing both microfinance and grants
must clearly separate the two activities to avoid confusing clients about their
loan repayment obligations.*

Though the debates around commercial microcredit increased accountability,
the Washington Consensus on Poverty eventually won out. John Owens’
2013 USAID’s Microfinance Experiences over the Past 25 Years report
looked back on its history and surmised the transition to a commercial model
has been beneficial overall, even deeming it an evolution:

After struggling for decades with targeted and directed credit programs for the
rural poor and small enterprises, USAID evolved its programs in the late 1980s
to focus on specialized microenterprise credit institutions, emphasizing sustain-
ability, better accountability, measurement of progress, and later, cost-effective
outreach.”

In practice, this meant USAID administrators and allocators shifted attention
and finance upstream. No longer interested in subsidizing finance activities,
USAID let SUMI go under. USAID refused to support SUMI in the way
required in this environment and no other donor came to fill the whole oper-
ating gap. This was largely because SUMI’s portfolios were tarnished by a
host of challenges. Attempts to rectify pitiable performance were focused on
the wrong things as most of the blame was directed away from those doing
the reflecting. Instead of dealing with the internal problems, the MFIs hedged
their bets on sustainability.

The rise and fall of SUMI was a consequence of debates and subsequent
policies happening in the United States as the neoliberal argument was win-
ning. Any openness to a “gray” area or poverty-focused microcredit nar-
rowed as donors chose sustainability over poverty outreach. There is little
reason to believe that there was anything the borrowers or field staff could
have done—apart from perfect performance—to convince the agency to
choose the latter, and continue the endeavor with the initial inclusive and
charitable vision.

By 2012 all signs pointed to USAID becoming more invested in main-
stream banking than microcredit. This was seen in how USAID chose to
pursue FSSL instead of SUMI, and also in its disbursal of private financing
from its Development Credit Authority (DCA) in South Sudan the same year.
This was the first time the DCA would be directed to South Sudan since the
fund began in 1999.% Through the DCA leverage, US$7 million total private
capital was mobilized to all the big banks—Equity Bank, Kenya Commercial
Bank and Finance South Sudan Limited—serving those better off than the
Very-poor.

printed on 2/12/2023 7:57 PMvia . Al use subject to https://ww.ebsco.coniterns-of-use



EBSCOhost -

202 Chapter 9

Finance Sudan ascended because of its ultimate commitment to turning
profits. It did what it had to do to maintain them. Not only did USAID turn
in its direction, but so did other investors who agreed with this commercial
microcredit orientation. Mattijs Renden, a Cordaid program officer (FSSL)
wrote a piece with his colleagues who were contracted to support Finance
Sudan entitled, The (im)possibility of financial inclusion in South Sudan.
In it, the group echoed a familiar Washington consensus refrain about how
“microfinance in post conflict countries is no different from elsewhere in that
microfinance institutions should always make their products appropriate to
their clients’ needs, be vigilant regarding defaults, and work as efficiently as
possible to keep costs low.” They only saw one real way to do this, anywhere:
exclusion. Unsurprisingly, they were sympathetic with how “the challenges
in South Sudan forced FSSL to be somewhat less inclusive than it had wished
to be and to make extra efforts to make the institution sustainable” agreeing
that exclusion of the very poor should take a back seat to sustainability. They
then affirmed that FSSL’s closure of fledgling branches in northern cities
were remedies for when the “costs of loan losses and close monitoring of the
branches became too high.”*! Cordaid’s logic in support of FSSL, choosing
to work with the financial institutions that “ensure that productive financial
products are made available to the economically active in a sustainable
way”*? was thus understandable. NGO contractors of a company with share-
holders would naturally make such an argument in support of their work.

FSSL grew in prominence such that by the end of the study period, it had
leveraged most of the funds that had been previously awarded to institutions
such as BRAC and SUML* How did Finance South Sudan Limited start off
on weak foundations and then go on to garner such a massive support base,
while the others fell apart? Why did donors give funds to Finance Sudan, and
not to the others? I asked the Finance Sudan CEO in 2013. His response was
simply: “We have proven to be efficient.”

THE OTHER EAGER FINANCIER LURKING IN TOWN

Equity Bank Limited is an important actor to understand in this story because
it came to the scene at a later moment and in many ways exemplifies the
industry supporters’ increasing romance with the profitable finance para-
digm. Though Equity established operations in South Sudan in 2009, I had
never once understood it to be a microfinance institution, according to the
World Bank sector map I had been following for interviews. Instead, it was
understood by locals around town to be a full-fledged bank where upper-class
entrepreneurs and employed workers deposited wired funds back home to
Kenya.
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Equity is a Kenyan bank with more than twenty years of experience in
mainstream banking and microfinance services. Having faith in the profit-
able “success” of its model, and in light of its vast portfolio that could hedge
risk, it sought to expand its services to neighboring countries by way of a
Greenfield investment subsidiary. Having learned from experience when it
bought Uganda Microfinance Limited (UML) in 2008, Equity Bank Limited
(EBL) recognized that, as one manager interviewed said, “the Equity Bank
model doesn’t favor acquisition [of other banks]—it’s impossible to convert
staff and management of an existing institution to our culture.”* EBL opted
therefore to forge greenfield subsidiaries in which it could write its own rules.

According to Duval’s report, the Equity endeavor in South Sudan was one
of bank’s riskier implementations, but also stood to gain the most, given that
it had the largest potential demand. Equity established operations according
to its model in South Sudan in 2009.% Much like the others in the business in
South Sudan, Equity faced several major struggles due to the region’s inde-
pendence in 2011, the economic crisis in 2012, and violence in 2013. “In light
of this particularly challenging environment, EBL South Sudan has achieved
impressive results,” judged Duval’s analysis.*® By the end of 2013, EBL
South Sudan was profitable and serving close to 86,000 active depositors.*’ It
is almost miraculous, especially compared to the relatively peaceful period in
which SUMI and BRAC were working. Duval wrote that Equity managed to
succeed in this environment where others had failed “by capitalizing on the
technological investments and shared services provided by EBL headquarters
in Kenya.” This was true in part, but such capital also came from many other
sources outside of Kenyan business people.

In a 2013 interview with a field manager of the World Bank project, I asked
if Equity was dealing in loans. He replied:

Yes. Equity had a very good chapter to open to South Sudan because of what
actually it aims to do. It aims to open the unbankable communities so as to
become bankable. We were trying but it has become too costly for us. Because
we’re not just looking at the current wholesale, retail kind of businesses, we
know that those cannot be sustainable. We know that for Equity to be able to
grow, we need to have a productive unit on the ground and the only way to do
that is to take bigger risk, go to the production areas and spark up production.

Equity had a lot of support in shouldering the high operations costs. Its result-
ing size was what was needed to facilitate the Bank’s agenda for promoting
larger businesses on the production chain. The World Bank Group’s Interna-
tional Finance Corporation (IFC) announced in March 2012 that it extended
a US $100 million loan to Equity Bank Group “to support lending to small
and medium businesses, agricultural projects and women entrepreneurs” in
various East African countries and including South Sudan.*®
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Investors chose Equity because it made money. UNCDF was also drawn
to Equity. MicroLead “took substantial financial risks” in SUMI and Finance
Sudan, which Duval characterized as “young unproven” financial service pro-
viders (FSPs) in the complex post-conflict country. But there was tremendous
appeal in a much less risky choice. “Investments in large, proven commercial
entities like Equity Bank, by contrast, offer less financial risk (deep capital
pockets, experience, strong governance, established procedures, etc.).”*
Equity had built a “nice base” by focusing on transactional income (mainly
foreign exchange), small-to-medium enterprises (SMEs) doing cross-border
trade, banking government employees, entire NGOs, and other “big play-
ers.””® By targeting larger flows, its endeavor proved to be sustainable.

The truth is, Equity is not—and never was—a microcredit agency in Juba. Its
South Sudan strategy entailed many other kinds of loan products as it serviced
40 percent more SME loans than microloans, and eighty-three times more con-
sumer loans to salaried employees. Duval noticed the archetypal shift upmarket.
She wrote, “if deposit and loan sizes are taken as a proxy for the income level
of clients, it would seem that generally loans are provided to a more affluent
clientele than are deposit services. This pattern fits with global experience that
low-income clients, when presented with appropriate products, prefer to save
rather than borrow.””! That is one way of framing it; saying that low-income
clients would prefer not to borrow loans seems to justify an industry shift away
from microcredit access for the very poor. While Duval wrote that, “EBL has
made an effort to reach the low-income microenterprise sector,? the loans it
disbursed ended up being much larger than those provided to typical poor bor-
rowers. Equity furnished a total of ninety-four loans in 2012, whose average
size at distribution was a whopping US$1,283.

“Well I wouldn’t say microfinance loans. They could be small loans, but
they are not microfinance loans,” an SSMDF staffer said when I asked about
Equity’s work in 2012. He had no problem saying as much. This donor inter-
mediary for the Bank can be understood as the local comfort with the shift
admonished the industry actors above.

Equity grew. It had its own funding, but also managed to gobble a good share
of funding from donors who had previously been financing other MFIs that
actually targeted the very poor. And despite its extremely large “micro”loans
to the less poor, it garnered huge amounts of attention. The bank is ranked
highly on CGAP’s MIX Market website, which is a guide to potential donors
who are trying to find “good” microcredit providers to invest in. According to
the site, Equity is meant to promote financial inclusion for the poor and any-
one else who is investing. What would be unclear to this audience, however,
is whether the investment in Equity will likely turn a return (yes) or whether it
is offering holistic microcredit options to the poor in Juba (no).
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AND THE FALL...

This book began with two dominating MFIs that comprised over ninety
percent of the microcredit market. They were the largest, and initially held
missions to serve the poorest populations, many from post-conflict regions.
Neither of them are lending today. SUMI operators closed their doors
because their capital fund was starved by their donors; BRAC withdrew its
credit services in favor of TUP ultra-poor social support services for the same
reason, even if the process was slightly different. What began as the smallest
MFI in Juba became the last MFI of the first three standing to continue lend-
ing, and it is also the largest in the industry today.>

The microcredit industry moved upstream—or up market. In response to
pressure from the neoliberal mindset in the West, MFIs became mainstream
banks. They shifted to targeting the more well-off borrowers rather than the
very poor who urgently needed the services the most. What loan capital SUMI
had once accessed soon shifted to Finance South Sudan and Equity, profiteers
with loans too large and too expensive for very poor entrepreneurs. Less poor
borrowers received larger loans.> Those funding the Juba MFIs cast their
votes for this shift. The poorest left behind were intended to be caught by a
subsidized safety net, but only if they were lucky enough to receive access.
This was hardly guaranteed. Social services were again reduced to being the
only appropriate option for the poor.

USAID devised a haphazard MFI with SUMI and did not provide enough
support for it to succeed in offering microcredit to the poorest as first
intended. It could have better provided support for MIS, external evalua-
tion, and product modifications (i.e., modified loan schedules), among other
needed improvements. It was unsurprising that SUMI could not rationalize
scarce taxpayer funds to meet both its outreach goals (number of borrowers)
and solvent rates of return payments. When SUMI chose the latter, its pro-
gram died, and USAID swiftly redirected its support to an MFI with a less
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Figure 9.2 Number of Borrowers in South Sudan.’> Source: Author compiled the data.
Frankfurt School of Business/ SSMDF Final Report 2013.
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costly business model directed to borrowers that were financially better off.
Though SUMI professed interest in poverty lending in its messaging and mar-
keting, USAID politics got in the way, and the supporters of the MFI were
not willing to take the risk with their investments to accomplish its original
ambitious agenda.

If any one MFI should have made the poverty lending approach work in
Juba, it would have been BRAC. BRAC was an organization that was, in
principle, committed to unveiling a holistic microcredit model that could
adapt to circumstance and had the strongest research unit from which it could
do this. BRAC also had the broadest set of program strategies to try out, and
a staff generally ready to apply the broader organizational ethos in practice.
However, BRAC’s holistic program models were still not supported well
enough to be flexible in a new setting.

BRAC International’s charitable grants had their limits, too, and they soon
ran out. Its investors became increasingly interested in commercial returns
that would come from market-based policies, and had strict expectations.
None were willing to subsidize the work necessary to achieve true micro-
credit that serves the very poor. The same ideological preference toward
commercialization, or against the gray zone, showed itself for BRAC, just
later in the sequence than for the other MFIs. BRAC’s commitment, too, was
undercut by the black and white binary.

Constraints from above kept the Juba microfinance industry from living up
to its promises to help the poor on the ground. MFIs could not experiment and
modify to the extent that the context demanded them to in order to succeed. I
will show in the next chapter how these MFI ideological shifts in South Sudan
specifically paralleled the broader global picture in the “battle for the soul of
microfinance.” Contrary to the perception by many spectators, the particular
post-conflict challenges in Juba appear less to blame than the guiding sup-
porters’ power to wield their desires away from aid and toward commercial
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Figure 9.3 Average Loan Size of Three Principle MFIs.*® Source: Author compiled the
data. Frankfurt School of Business/ SSMDF Final Report 2013.
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Figure 9.4 Average Loan Size, Three Principle MFIs Plus Equity.’” Source: Author com-
piled the data. Frankfurt School of Business/ SSMDF Final Report 2013.

banking. Juba’s post-conflict features—its strange market, nascent state and
local governance, so-called dependent community, and fragmented social
networks—were merely scapegoats; MFIs should have invested and adapted
to address these complexities, not just run away from them.
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Can We Learn From the
Parable of South Sudan?

Practitioners, supporters, and observers wrote off Juba as a failure of the
post-conflict scenario. The Juba post-conflict context entailed several fea-
tures, namely: the demographic disruption associated with the return of refu-
gees, internally displaced persons, capitalists, and aid workers hailing from
fragmented social networks created largely outside the country during the
conflict; the institutional changes associated with nascent state and local gov-
ernance, nascent legal frameworks, and reliance on international actors for
social services; the high costs associated with rebuilding deteriorated physi-
cal infrastructure, including buildings and accessible roads; and the unequal
access to resources and opportunity amongst Juba citizens.

What these post-conflict features meant for the fate of microcredit ulti-
mately depended on the theorist’s perspective. Such perspectives were
shaped by an array of interests, ideological favoritisms and knowledge net-
works. Ideas that resulted had very visible consequences for populations in
Juba, and the microcredit industry at large.

The field-level institutional practitioners had three main theories about how
the Juba post-conflict features affected microcredit being conducted there.
The first was that the borrowers lacked the necessary social capital to make
payments. The second was that the borrowers had too much of a dependency
ethos. And the third was that the market was too troubled for borrowers alto-
gether. The fact that the industry generally did not theorize about the role of
institutions or inequality is consistent with the microcredit culture; the focus
on the individual, financial unit of analysis largely precludes concern with
addressing the structural causes of poverty.

According to the commercially minded practitioners, supporters, and
observers of microcredit, offering loans to the very poor became impossible
in South Sudan early on principally due to the high costs and demographic
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disruption. This included factors such as long distances between offices, the
high costs of travel, and market instability. It was very expensive to operate
an MFI in Juba. Likewise, these local market configurations stacked the odds
against the borrowers. There were multiple regions involved, absence of
local industry, import dependence, unpredictable trade circuits, the currency
exchange market, and the tough client competition associated with the popu-
lation influx. In this depiction, borrowers simply did not have the capacity to
manage such macro level complexities.

From this industry vantage, certain social factors worsened the situation
further, such as the varied meanings of money and work, the levels of expo-
sure to finance and entrepreneurship, and the newly reformulating social
networks. If social ties and social practices did not contribute to payments
and the other desired capitalist outcomes, many argued that there was not
enough social capital and not enough spirit of independence present among
the borrowers, which threatened the MFIs’ solvency. The industry personnel
regarded social issues as impediments.

Together these economic and social challenges compromised the success
of micro-entrepreneur businesses, and caused too few borrowers to make
satisfactory payments. In the end, the creditors’ balance sheets were negative.
Cost covering and poverty outreach became mutually exclusive. The banks
then switched their primary goal to cost covering, leaving poverty outreach
behind.

The end of Juba microcredit was warranted in the commercial paradigm,
but a more holistic-minded analysis shows that the industry departure was
premature. Unlike the industry analyses outlined above, this text revealed
that there might have been more possibility for microcredit success than this
industry vantage allowed it to see.

Furthermore, this theory argues that the failure of South Sudanese micro-
credit primarily grew out of the ill-suited program boundaries, which were
buttressed by ideological biases originating faraway. The top MFIs delivered
products that they had designed elsewhere. The MFIs offered varieties of
credit that did not match many borrowers’ demands. The credit programs
were brought in from abroad, and the MFIs expected that the social norms
and economic opportunities that made them function elsewhere would be
present in Juba. They were not. Juba is not Dhaka. South Sudan is not Bangla-
desh. It is not Afghanistan or Mozambique. The postwar dynamics differed
greatly from other microcredit contexts.

This book showed several critical flashpoints wherein the delivered models
did not anticipate Juba’s postwar particularities. For instance, while industry
observers assumed that social capital would be destroyed after the war, I
showed in chapters 5 and 6 that social ties were very much present, but that
they functioned differently than the industry training had allowed them to
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anticipate. Chapter 5 demonstrated that wartime diaspora networks ended up
shaping which borrowers entered loan programs, and which borrowers were
left out of them. Chapter 6 discussed the processes by which borrowers cre-
ated trust and converted it locally. In particular, it found that trust evolved
through experience and that borrowers often sought to protect social bonds
even at the expense of economic success. Chapter 7 showed the extent to
which the postwar market influenced prospects for microcredit businesses,
but also highlighted the social and economic temporalities that had hampered
the using the debt well. In short, there were ways in which microcredit may
have worked out—and worked out well—if certain accommodations had
been made.

The replicated models should have been responsive enough to accom-
modate to the complexities of social ties in the group formation process, the
composition of borrower enterprises, and the specific ways co-borrowers
received payments from one another. The field practitioners could have been
able to accommodate the patchy social networks created during the war and
work to expand outreach more evenly, if they had been given the chance to do
so. As it was, for instance, the MFIs had no resources to support the borrow-
ers who experienced social sanctions against getting co-borrowers to pay one
another back. The MFIs also had no specific program for the unusually high
fraction of total borrowers engaged in retail trade. Adapting was difficult.

The tailored, personalized work required for microcredit in Juba was costly
by nature. But policy changes on the ground required approval from distant
headquarters, and the ship was beholden to the strategies laid down many
thousands of miles away. There was no room to develop the meaningful
financial instruments to accommodate the particular demands because indus-
try supporters were unable to look beyond the standard commercial model.
The funding to support any new policy likewise was dependent upon actors
very distant from the field.

Despite the volition of poverty-concerned theorists and practitioners, aus-
terity was the mandate laid down by those sending the capital. It was prob-
lematic that the debt was inflexible. When given, the subsidies attempting to
smoothen the gap between borrower capacity and loan terms were too little
or too late. Technical assistance grants from the major backers were limited
to improving in-house matters (like staff incentives), not toward client invest-
ments (like reduced interest rates). In this context, the price of debt owed by
the MFIs and the costs of purchasing credit only escalated over time. This
laid the burden at the feet of borrowers, and the borrowers could not or did
not want to pay up.

The material consequence was that microcredit became a misnomer in
Juba as fewer micro loans were issued to the poorest segment of the popula-
tion. Loans grew larger, more expensive, and more difficult for the poorest
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to attain. The little loan product differentiation that was done by the MFIs
was far from sufficient; it made the loans more expensive and less inclusive.

Despite beginning their programs with different ideal ways to procure
credit, both SUMI and BRAC were ultimately hamstrung by debts that
could not accept losses. The Juba industry supporters responded to the post-
conflict circumstances by either moving upstream to better off customers,
or abandoning credit provision altogether in exchange for other safety net
approaches. Instead of directly addressing the challenges of financing poor
entrepreneurs in Juba, the practitioners with power gave up. Practitioners
gave up on upwards of some forty thousand business-owning poor people,
and left behind the population they had philosophically set out to serve. And
these borrowers did not have a chance to put the lessons they learned to use
once the industry turned its attention away.

JUBA, WHERE THE BANGLADESH CONSENSUS
AGREED WITH THE WASHINGTON CONSENSUS

While Juba’s postwar particularities were unique in many ways, they were
not an isolated departure from financing the poor. We must understand the
Juba case as an example of a larger, global industry struggle.

The practicalities of market-based profit incentives were enmeshed in the
ongoing debates about who the ideal microfinance clients are. In her 2001
book, The Microfinance Revolution, Marguerite Robinson drew a line in
the sand that Ananya Roy called indelible. She elaborated upon Hulme and
Mosley’s 1996 delineation of eligible borrowers, describing them as people
who had “the existence of a reliable income, freedom from pressing debt,
sufficient health to avoid incapacitating illness, freedom from imminent
contingencies and sufficient resources (such as savings, non-essential con-
vertible assets and social entitlements) to cope with problems when they
arise.”! Robinson’s “economically active poor” furthermore included “people
who have achieved some but not necessarily all of these benchmarks, who
have marketable skills or control over earning assets—and who are or could
become creditworthy borrowers and savers in commercial financial institu-
tions.”” This book was published by the World Bank. As a leading voice for
the commercial camp, Robinson argued that lending to the “extremely poor”
would require subsidies, which she described to be as senseless as “trying to
build a house by using a saw to hammer the nails and a screwdriver to cut the
boards.” Instead, the poor below her threshold “should not be the responsi-
bility of the financial sector. The food, employment, and other basic require-
ments needed to overcome desperate poverty are appropriately financed by
government and donor subsidies and grants. These tools are properly the
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responsibility of ministries of health, labor, social welfare, and others, as well
as of donor agencies and private charities.” Practitioners all over the world
applied Robinson’s framework, and it had little resemblance to the previ-
ously advocated notion that the poor could (or should) be entrepreneurial
with a dose of capital. In fact, such a framework opposed the possibility, and
entailed another leap of faith that safety nets for such people would indeed be
cast without setting up practical policy that guarantees as much. This industry
chasm only grew over time.

The side taking highlighted the quest for a clear if not reductionist frame-
work. The “indelible line” became the “fork in the road,” as Sam Daley-
Harris said in an interview. ‘“Resources for developing microfinance are
limited,” wrote Robinson, “and donors and governments must choose among
options if microfinance services are to be made available to all who can use
them.” Robinson’s view held that the more commercial the services, the
more efficient the business; she figured this would make the outreach greater.
The Washington Consensus on poverty eventually interpreted subsidized
finance as what Ananya Roy described as the “pollution of free money.”®
It encouraged the idea that only black or white strategies were palatable to
donors. Market or charity. Loan capital or free donations. No gray. Thus
began the dissent of the possibility of hybrid, holistic, subsidized, or impact-
first microcredit.

Around the world, microfinance has moved away from its original promise
to equip the poor towards a more formulaic and less accessible commercial
enterprise. This book is the story of South Sudanese microcredit, but it par-
allels the broader story concerning the trends of the MFI industry in recent
years. In 2011, Juba microlending to the poor deteriorated just as this was
happening in several other regions around the globe. The Microcredit Sum-
mit Campaign, which advocated for ensuring the poorest individuals received
finance by tracking their share of the microcredit pie, revealed a sign of defeat
beginning in 2011. Though the amount of investment in microcredit has been
growing at a stable rate,” the sum of poor borrowers declined for the first
time in the existence of the 13-year campaign. There were fewer borrowers
altogether, but the decline occurred among the poorest clients.?

This was a worldwide trend that only got worse. The 2015 Microcredit
Summit Campaign Report showed how microfinance expenditure bounced
back overall, but the attention to the poorest did not. It dropped from 138
million down to 114 million borrowers.’ If 2004 was the year that had the
closest ratio of poorest to total borrowers at 73 percent worldwide, the gap
widened to its largest at 54 in 2013. Loans grew larger while far fewer poor
people had received them.'

The Microcredit Summit Campaign did significant amounts of theorizing
to explain the global decline in poverty lending. Its 2013 and 2015 reports
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held that backlash from the Andhra Pradesh crisis in India accounted for most
of the reduction in poor clients worldwide. The headlines on over-lending and
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that the India crisis thereby “made borrowing expensive.”!! MFIs thus had
to garner new capital and pass the costs elsewhere; many MFI portfolios lost
returns, while others moved upmarket to clients that could better afford the
debt burden. Most agreed that microfinance needed to ensure that lending
practices do not become so dangerous looking ahead.

The data collected has been an indication of priorities held by the indus-
try’s power holders. The 2015 Report also highlighted how “patchy infor-
mation” made it “hard to see which markets are overheating until it is too
late.” The question of which data can explain microfinance health has been
an ongoing part of the debate and in turn, the practice. The authors argued
that a myopic focus on measuring profit was impeding outreach to the poor:
“For many years, the indicators used to measure microfinance performance
have focused on numbers of clients and the sustainability or profitability of
the institutions that reach them. These indicators tell us little about whether
we are achieving the real aim of microfinance—helping people lift them-
selves out of poverty. Without tools to measure our ultimate ends, we satisfy
ourselves by measuring our means instead.”'? It is easy to measure progress
with financial, quantitative metrics, but much more difficult to measure it
in qualitative terms that reflect the lives of borrowers. Likewise, conflating
profitability with borrowers’ well-being misses the mark entirely. In this way,
the wrong metrics propagated ignorance about the details.

The BRAC Blog reported on the trend, too. The post argued that the body
of microcredit data was actually getting richer and helped MFIs identify what
was working. It even cited South Sudan as an example of where the NGO
was “actually scaling down lending in some markets where we found it sim-
ply wasn’t effective.”’® My prior knowledge of the case led me to read the
post-mortem statement like a chicken-and-egg problem: Did the microfinance
loans not reach the poorest people because the loans did not work, or did the
loans not work because they were not being dispensed correctly?

Practical challenges haunted the reduction too. Not unlike the case of
South Sudan, the Microcredit Summit Campaign speculated that investors
had grown warier of risky markets serving the poorest. The next culprit was
interrelated, donor fatigue: “less funding is coming in for groups that may
need subsidies to build sustainable programs to reach poorer and more remote
clients.” Donors—a great many of whom are indeed return-seeking investors,
but even those drawn to the ideological commitment of sustainability under
the neoliberal paradigm—became tired of reaching the poor who offered
smaller margins, and the market offered “few rewards” to the MFIs that did
reach poorer, more remote clients. Such clients were costlier, in fact. The
report suggested herd mentality also came into play, whereby MFIs opted to
operate predominantly in locations where other MFIs already had done the
“due diligence” and developed the market. In short, through a commercial
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perspective, the industry had understandable reasons to shy away from its
most challenging clientele.

This commercial camp is gaining traction around the world. The com-
mercial finance paradigm championed by actors such as the Washington,
DC, agencies and the World Bank, presents itself as banking faithfully on
the idea that the trickle-down effect will create opportunities for the poorest,
eventually. To such actors, working directly with the poorest in this way is
a lost cause. To such actors, commercializing as like what happened in Juba
represents a healthy bloodletting that allows financiers to reach more and bet-
ter prospects—even if they were not the very poor. However, not everyone
shares the excitement.

Unsurprisingly, advocates of the poverty lending approach, like Sam
Daley-Harris> RESULTSs team and the Microcredit Summit Campaign, are
critical of the commercial turn. Their worries are grounded in a fundamental
faith that credit can help alleviate poverty, and should thus be inclusive of
the poorest borrowers. Others have concerns regarding the effects of com-
mercializing. For instance, some Marxist political economists might consider
this an instance of the “financialization” of neoliberalism,'* or the “increasing
scope and prevalence” of interest bearing capital. This logic believes that its
very nature enriches lenders as it “extract[s] its surplus (or interest) prior to
the distribution of the remaining surplus across other capitals.”'> Thus, the
expansion of commercial microcredit in Juba might be seen like any capital-
ist accumulative process; it widens the gap between classes, and can lead to
crisis and recession.'® Milford Bateman, drawing on the example of Bolivia’s
microcredit commercialization, warns that the process can create specula-
tive bubbles and further saturate the “bazaar economy” instead of promoting
long-term development via larger scale industrial support and locally adapted
credit approaches."”

Juba is one of many cases that has revealed a deepening chasm in the
microcredit industry whereby ideological intentions and material interests
have pressured the industry to become more commercialized. Three chap-
ters of this book in particular examined the degree to which certain ideolo-
gies gave way to concrete changes within Juba. Chapter 4, Blueprints and
Architects, traced the intentions underlying the South Sudanese microcredit
endeavor and its material scaffolding. It showed how the major MFIs, though
originating in different locations, had begun with similar, lofty aspirations for
responsibly providing credit to poor people. Several chapters discussed the
ways in which practitioners were conditioned to blame the post-conflict eco-
system for the industry’s failure. Meanwhile, chapter 8 focused on the par-
ticularly near-sighted theory that postwar borrowers themself were to blame
for their circumstances. Chapter 9, Autopsy, instead traced the Juba micro-
credit industry’s demise as happening when the largest industry supporters
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ultimately turned to more profitable investment vehicles. Ultimately, the
Juba microfinance institutions were beholden to their own internal systemic
dependencies, including their debt ratings, performance requirements from
headquarters, and limited metrics for success. While supporters of micro-
credit were drawn to it from different ideological vantages, the most powerful
voices ultimately overrode the demands coming from program participants
themselves.

The Juba industry analysts blame the failure of microcredit in Juba on the
region’s complex post-conflict social-economy. However, I posit that these
complexities were merely a scapegoat, and that the failure was instead due
to the industry’s profound resistance to invest in the work of listening to
the demands on the ground and tailoring their approach accordingly. This
negligence points to an ideological transformation in the industry in which
business interests and the false notion of a finance-assistance binary won over
the initial intention to provide inclusive support. While some detractors might
say that Juba’s postwar complexities were even more extreme than in other
post-conflict societies and therefore too difficult to work with—perhaps the
currency is more inflated, or the security more tenuous than in other cases—
this begs the question, why set out on the mission in the first place?

RE-ENVISIONING MICROFINANCE FOR
POST-CONFLICT ENVIRONMENTS

Wherever the poor are losing financial services, including in post-conflict
contexts, microcredit must be “gray” in order to live up to its name. Com-
pared with the commercial rates, this will be costlier for purveyors, and
ideally cheaper for users. Relieved of the burdens of cost covering or profit
earning, the benefits of microloans would still almost certainly be cheaper
for the donors than direct aid alone. The central call to this action comes,
perhaps ironically, from backers of Finance Sudan (the commercialized MFI
that lured much of the industry support). The aim “to reach all people in need
of appropriate and affordable financial products” according to Renden et al.,
“cannot be achieved in just a few years. . . . For an investor, this requires both
a long-term vision and the ability to accept losses.”'® In order for microcredit
to work for borrowers in challenging places like Juba, therefore, the industry
must be willing to spend more of both subsidies and time to support the right
kinds of accommodations.

Genuine microcredit is attractive to supporters who believe that the poor
are better served by an approach that is responsive to the input of the popula-
tion served, and is strategically long-term in its outlook. It is for those who
can stomach revision and let go of the idea of a one-size-fits-all template for
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doing business with poor people. Indeed, as the writers of the ILO/UNHCR
curriculum made clear: “Relief organisations can learn about microfinance
and adjust to its practice. Adjustments also have to be made in the practice
of traditional microfinance to make it more suitable for the specific environ-
ments of conflict-affected communities.”"®

The “best practice paradigm is a fallacy,” writes Morten Jerven.® A one-
size-fits-all recommendation is inappropriate. Standardized programming,
while efficient to roll out, cannot automatically supply the exact products
that are needed in an enduring fashion. Generalizable impact assessment
frameworks similarly cannot observe clients’ complex individual, social,
and economic demands. Both the financial tools delivered by practitioners,
and the evaluations of them, must reflect the will of the people being served.
Microcredit practitioners must improve upon both.

Post-conflict microcredit is not for the faint of heart, but it is for anyone
who acknowledges that the poor want to make use of loans for their busi-
nesses in the recovery period. Indeed, there were a good number of poor
borrowers who themselves felt the programs were useful overall; while they
did not escape poverty, they nevertheless saw utility. And despite the many
problems borrowers experienced in South Sudan, they also relayed many
signs that these programs could succeed with the right changes and support.
Many post-conflict entrepreneurs in Juba took pride in participating in it, and
would have taken on more debt if the MFIs had altered the financial services
to accommodate their demands. Former borrower determinations like these
showed that they were market savvy enough to know that the offered program
design offered less help to them than they would have going alone. These
were “economically active” entrepreneurs that had the attitude that even the
commercial microcredit approach philosophically seeks to enhance. These
were successes upon which reflexive programs should have been built, not
left behind.

It is a reasonable proposition that while the industry learns from its mis-
takes, so too do clients. Both should be afforded the opportunity to become
more adept at retailing their goods in the local articulations of the post-
conflict economy. There were many program features that could have been
tailored and tested if the Juba industry had had the funds and wherewithal to
realize them.

BETTER VISION BEGS BETTER DATA
If Juba is an indication of the global transfiguration toward commercial

microcredit, the problem is that it falters on material interests justified by
rhetoric that is theory driven, rather than on evidence that reflects what the
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poorest users said they needed. The global microfinance industry raised
billions of dollars and heaps of praise by touting the industriousness of the
poor, the autonomy the loans provided, and the responsibility they required.
Indeed, these so-called empowering qualities were among the core rationale
for introducing credit to stimulate the postwar economy in the first place.
What is the vision for helping the poor now?

Ideas from practitioners about who the poor are and what they think they
need should not matter. In other words, the driving ideologies from faraway
should not override the demands from the ground. Instead, what the poor
themselves say they need is more crucial than ever. Practitioners must attend
to the poor’s actual prospects for doing business and the specific challenges
they want to overcome. This includes agency introspection as to why some
want their products in the first place, why some want to continue but can-
not, and why some leave frustrated. The practitioner community can stand
to build services from the ground up in ways that are responsive to borrower
demand. By suggesting that failed borrowers (including both those who failed
to meet the loan terms and those who were failed by the vanishing lenders)
should simply move back into the safety net needing populace, policymakers
ignore the possibilities of everything in between.

Through subsidies, post-conflict microcredit will inevitably have more
room to achieve goals that go beyond the financial metric. A microfinance
industry committed to inclusion that promotes well-being for its clientele for
all strata of a society, not just the better off, will have a fundamentally differ-
ent set of criteria for moving forward. Freed from the cost-covering confines
of commercial microcredit in such regions, the MFI mission could reorient to
what possibilities remain for “fair and affordable” financial services.?' There,
agencies can promote both individual and social well-being. Such an effort is
worth the investment.

A post-conflict microcredit that can be useful, and eventually sustainable,
to its users must incorporate client voices. Part of the reformation will require
leaving ideologies at the door in favor of evidence. This will entail shifting
the question from what poor people should need to what they actually ask for.
A robust research-based, demand-driven post-conflict microcredit requires
an ear to the ground not just in terms of monitoring payments but also to the
experiences of participants.

The common industry indicators will miss important facts on the ground.
So long as the only microfinance institutional goal is repayment, evalua-
tions will be limited to finance issues at the institutional unit of analysis.
SUMTI’s learned obsession with getting an MIS was an example of the quest
for accountability measures, and one that I agree was important. But surveil-
lance on payments did little for the MFI without understanding the trials that
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clients struggled against. Moreover, the metrics of success must include not
just economic gain, but also social well-being.

Researchers should try to attain as many records as are available. I rec-
ognize that even my retelling aspects of the borrower experience vis-a-vis
the story arch of the industry transformation, was limited. This study was
also limited by the scarce data collected by the participating MFIs. Even as |
critique the limited prescriptive value of repayment rates, the math matters.
Eventually, the necessarily gray poverty microfinance will need to reckon
with the viable thresholds between zero (aid) and 100 percent return on
investment (ROI). MFIs cannot afford to wait until later stages to collect data.

Focusing on a unique, situational approach to needs assessment is key.
Post-conflict societies may share some general features, but are nonetheless
different from one another and should be treated as such. Researchers and
practitioners can benefit from understanding the worldview of each com-
munity on its own terms without injudiciously applying insights from or to
other communities who have their own unique challenges and worldviews.
Findings from one venue will seldom be entirely applicable to others. For
example, the dynamic of groups’ de facto organizing in exclusionary ways,
recounted in chapter 5, may be particular to the social customs and networks
of the Juba region. The anomaly illustrates the value of attention to all parts
of the borrowing process, and can help future researchers identify the criti-
cal flashpoints that may be improved within the credit system. Findings like
these exemplify why the in-depth listening, facilitated by open-ended ques-
tions described in chapters 2 and 3 is necessary. Although this means more
work, resources, and time must be dedicated to research, these reforms will
ultimately lead to a more successful system. It is the responsible way to move
forward.

TAILORING PROGRAMS FROM THE
GROUND UP: LESSONS FROM JUBA

No part of the multipronged borrowing process should be treated as given.
Many program features can be custom-made. The case of South Sudan illumi-
nated various flashpoints within procedures that should have been modified.
The Juba microfinance borrowers saw challenges around group formation,
group member business verification, and intra-group payment recovery. They
also saw challenges from the market conditions, made clear with the distinct
composition of import retail businesses there compared to other sites as well
as the structural challenges of the currency and import regimes. I offer the fol-
lowing suggestions based on learning from open-ended questions to past and
present program participants at that time in Juba. If this book says anything,
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it is that these suggestions are not a hard and fast proposal for other post-
conflict sites but rather a possible guide.

First, the social contracts undergirding group composition warrant special
attention in post-conflict settings. The socioeconomic world receiving micro-
credit came from somewhere before. Social ties affect and are affected by the
various components of the borrowing process, from group formation through
contract completion. Microfinance must work within existing social systems,
however fragile, and be attentive to the ways it entrenches or endangers them.
While some of these factors cannot be entirely anticipated, they should be
sought out in advance. Once recognized, they cannot be ignored.

Awareness of this should be applied early on in the process, even as soon
as in determining client eligibility criteria. If certain subpopulations get left
out of the system, tensions may arise. MFI practitioners should develop
strategies to assess client eligibility afresh from the common industry-wide
hands-off model. Juba group loan prospects bore the onus of determining
prospective peer eligibility. Clients were tasked with verifying that others
had been running their businesses for some period of time, and little more.
This non-system did not work as planned. In chapter 5 we learned that it
gave borrowers choice in theory, but was ultimately exclusive. Juba’s micro-
finance institutions favored certain groups of people through their hands-off
practices. Still, many co-borrowers overrode the institutional criteria in favor
of other proxy observations for confidence. For better and for worse, they
managed the social and economic risks of group selection as they saw fit.
Juba borrowers had their own inclusion litmus tests, ranging from observ-
able things like knowing one another’s homes to their displacement status, to
how much they ate. While there were attempted shortcuts to intimacy, like
home visits encouraged by the MFIs, they had little functionality. Research-
ers should work with locals to identify better predictors of success than the
locally developed calculi. The result may, for instance, solicit that MFIs take
on responsibility for the verification burden from the co-borrowers and evalu-
ate them on individual bases.

And, as chapter 6 taught us, people love regardless of the capacity to earn
money from love. Individuals also grouped themselves in distinctive ways
from other contexts, and few Juba borrowers were willing to forego their
friendships for economic ends. Many found it too difficult to insist their
struggling friends pay them back, and even quit because of the group drama.
Practitioners can learn from this: longstanding social ties, or “strong social
capital,” do not necessarily equate to success, and can sometimes even make
imposing threats more difficult. These lessons teach us that new interventions
require bridging with the prevailing social customs, especially those around
transactions. Borrowers averse to quarrels may want resources for enforcing
contracts and dispute resolution, for example.
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Next, what borrowers do with their loans matters. In post-conflict markets
that have felt infrastructural blows and rely heavily on imports, MFIs should
tailor their loans to accommodate to the variety of enterprises undertaken by
micro-entrepreneurs. The impacts of the post-conflict market made it so that
Juba’s client population was substantially more invested in import retail com-
pared with other microfinance receiving venues. The microcredit model that
had been implemented in rural, agricultural markets could not have been suc-
cessfully replicated in a swiftly changing urban retail hub like Juba. Instead,
MFIs must engage in an analysis of the composition of businesses undertaken
by clients, as well as their chronicity, costs associated with borrower trades,
and competitiveness is needed in order to inform policies.

In Juba, the dissonance between the MFI models and borrower business
needs hinged upon the integration of markets. As described in chapter 7,
Juba borrowers were working at the interstice between the import calendar,
the debt payment schedule, and the timing of their own sales. Each contract
had its own chronological requirement, and they were not in sync. Countless
borrowers complained that the standardized weekly repayment schedule was
“too fast” for them, and as the loan schedules did not match the import calen-
dar, many wished the loan schedules could accommodate more time to allow
for mobilizing business resources. Studies on programs in Bangladesh and
India have found that adjusting the maturities in small ways—Ilike creating a
two-month delay in the first installment or extending the payment schedule
from weekly to monthly—made a big difference in the amount borrowers
earned from their businesses.”? MFIs in contexts like Juba that have persistent
repayment failures should be prepared to try similar adaptations as relevant to
the local commerce constraints.

The demand for firmer foundations was obvious at many points of the
process in Juba. Practitioners should train borrowers about microfinance (and
follow through with training regimens) as well as the business climate—
especially those who had not been familiar with formal finance in general or
with the program in particular before the end of conflict. Coaching has been
found to help raise borrower incomes, especially when modified to suit the
limitations posed by local social networks.?? Emerging markets like the ones
in Juba might experiment with a strategy of mentorship from established
business leaders or other more seasoned micro-entrepreneurs. Microcredit
need not be sink or swim.

Much more can be done to support borrowers whose markets are saturated.
The majority of Juba borrowers were selling portioned-out food to other
poor people and there was tough competition. This problem was painstak-
ing, and precluded them from finding ways of innovating their strategies.
Practitioners and researchers should find out what borrowers need in order to
break through the market holdups. They should develop and promote ways to
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forecast industry trends. Alternatively, the MFI inclusion criteria might need
overhauling to include this consideration. MFIs might onboard the work of
evaluating business competitiveness to ensure borrowers are poised for suc-
cess. MFIs might even discard the individual loans within solidarity group
format altogether, in order to co-create new models for co-operative group
businesses.

Meanwhile, several potential clients also saw that the costs of borrowing
were too high for what sparse profits were being made by the Juba micro-
entrepreneurs. Given that some borrowers were “economically active” but
weathered by lending terms and the structural problems of the economy,
incoming borrowers and/or MFIs may need better loan products. Offering a
more extensive variety of loan terms and sizes by sector might help. Reducing
rather than raising interest rates is another approach that would likely yield
positive results, especially for the poorest borrowers.

Lastly, in post-conflict markets where currency fluctuation is prevalent,?
internationally funded NGOs and financial institutions themselves can bear
the burden of foreign exchange rate risk? and are sometimes bound by insti-
tutional rules to provide funds in a particular state currency.’® Where pos-
sible, MFIs might disburse debts in other currencies that are being circulated
in the region, so as to help clients save time and conversion costs. Where
impossible due to currency transfer and convertibility risks, MFIs might offer
clients exchange rate education, bargaining techniques, or training on collec-
tive approaches to the challenge. This could help borrowers avoid the pitfalls
associated with black market and rival currency rates.

THE GRAY

Many problems haunt the future of the microfinance industry. Some observers
think the central problem is that commercial microcredit in difficult terrains is
too costly to sustain, and thus begs redoubling on a formula which precludes
the poor. But sustainability is not the solution to the problem microfinance is
designed to fix. The problem is best described in the words of Adam Smith
predating microfinance by two centuries: “Money, says the proverb, makes
money. When you have got a little, it is often easy to get more. The great
difficulty is to get that little.””” Microcredit was meant to leverage finance for
the poor. In Juba and so many other places, microfinance has failed to deliver.

Failure to follow through on finance to the poor yields many consequences.
In Juba and around South Sudan, tens of thousands of people bought into an
idea that could bring them out of poverty. They either left dissatisfied, or
were left behind by the institutions whose supporters decided that their local
economy and peculiar social worlds were too much work. Failures such as
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these might go unnoticed in public donor circles, but they do not by those on
the ground. Each project that fails also diminishes trust in the product and in
loyalty ahead. Another “tragedy,” to borrow from Bill Easterly’s lingo, is lost
opportunity cost. All the time, money and energy spent on the wrong things
are also not spent on the incremental doable things.

“Ironically for the founder of the idea that the poor can be a good credit
risk,” reads Easterly’s telling of Muhammad Yunus’ story, “the farmers
didn’t fully repay Yunus, and he lost money. But he persisted . . . visiting
as many rural villages as possible to try to understand how to help. Yunus
realized that very small loans to very poor people could make a big differ-
ence in their lives.”?® It was not ironic at all; it was instructive. The failure
of microcredit in general, and in this post-conflict region in particular,
was a systematic refusal to make a long-term investment in financing the
poorest.

Post-conflict microcredit will remain impossible unless stakeholders insist
the “micro” nomenclature is real. People who work in this domain do care
about real solutions to problems. Just as the evolution of the Juba microcredit
story had many fingerprints, any future will require a great deal of will from
many actors who must push for the right information with the right incen-
tives. Many contributors and observers must guarantee that loans are not
commercialized unduly, and insist on research that ensures borrowers are
not being coerced. Integrity to the name and to the thriving of clients is the
responsibility of many, and should be the responsibility of the industry as a
whole.

Donors must insist that microfinance be “gray” to succeed in more than the
commercial sense, but in the original, broader vision of financial inclusion.
The charity vs. investment binary must be broken. The funding gaps in places
like Juba must be filled. Donors should be given better choices in more chal-
lenging places that need a combination of assistance and credit to succeed.
Unforgivable, rated debts need to be paired with subsidies. Grants can sup-
port things like keeping interest affordable, technical assistance, hiring more
staff and external researchers to better make the products offered function
for participants. Even whereas donors might be unwilling to subsidize costly
modifications such as those described here, there may be opportunity for the
private sector credit bureaus to fill the screening gap.? Alternatively, “impact
first” investing, in which financiers are willing to accept losses, deserves a
conversation because even a 50 percent return is better than zero in such
cases. In order for donors to allocate their funding to accomplish these aims,
they must first be informed on the different prospects offered by microcredit
in practice.

Reforming the donor circuits is the work of analysts and jargon interpret-
ers, too. Not all microcredit is truly microcredit and not all microfinance is
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created equal. Advocates at all levels need to be able to know and find the
difference. Empirical findings must be accessible to practitioners, experts,
policymakers and laypeople. Investors need to know which varieties of
microcredit they are funneling toward on the ground. As reflected by how
Kiva.org’s individual “peer-to-peer” lenders became such a large share of the
industry, contributors of all kinds must be better informed.

This is also the work of scholars and of M and E professionals. The mea-
surement and evaluation research can afford an overhaul. The status quo,
which overwhelmingly counts repayments and numbers served advocated
by the Microcredit Summit Campaign, helps but can go further. What gets
counted matters, yet only very little is counted. A qualitative approach
appears best suited to answer the deeper social questions that continue to
puzzle quantitative data.

Finally, borrowers have always been clients. They need to be treated as
such rather than as passive product recipients. This means allowing for a
genuine malleability to the desires they put forth. This requires listening to
what they need, so that MFIs can make supply meet their demand. Case by
case evaluation research is thus needed.

Lest the cachet of “micro” be a front for ordinary finance, a renovation
is in order. It is time to revisit a mission-first lending paradigm in challeng-
ing, even post-conflict, contexts. There is no one-size-fits-all solution. This
has been a key lesson learned in many fields of development and needs to
be applied to microcredit approaches as well, if it wants to be relevant on a
larger scale. The goal needs to be reset back to the founding ideals of getting
the poor capital so that it can support their development. The methods to
getting there will have to be gradual, piecemeal, and responsive to the ideas
of not just those with the purse strings. The programs must be inclusive. The
participants must be centered. The viability of microcredit depends upon the
attention of those who care more about people than bank solvency—the very
principle that inspired its beginnings in the first place.
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NGO
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Glossary of Abbreviations

American Refugee Committee

Bank of South Sudan

Bangladesh Rural Advancement Committee
Consultative Group to Assist the Poor
Comprehensive Peace Agreement
Finance Sudan Limited

Finance South Sudan Limited

Gross Domestic Product

Government of South Sudan
International Committee of the Red Cross
Internally Displaced People

International Monetary Fund
International Organization for Migration
Innovations for Poverty Action

Joint Assessment Mission

Microfinance Association of South Sudan
Millennium Development Goals
Multi-Donor Trust Fund

Microfinance institution

Management Information System
Microfinance Information Exchange
Non-governmental organization

National Islamic Front

Official Development Assistance
Organization for Economic Co-operation and Development
Purchasing power parity

Randomized control trial
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SME Small-to-medium enterprise

SPLA Sudanese People’s Liberation Army

SSLM Southern Sudan Liberation Movement

SSMDF  South Sudan Microfinance Development Facility
SSP South Sudanese Pound

SUMI Sudan Microfinance Institution

UNCDF  United Nations Capital Development Fund

UNDP  United Nations Development Programme

UNHCR United Nations High Commissioner for Refugees
USAID  United States Agency for International Development
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