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ICROCREDIT uses
soctal control as a
substitute o formal col-

latersl and in dus way makes o
possmbie to provide credit to
poor people. Many investiga-
trons taciuding those by World

Bark, provide evidence of the
postive impact of micencredi,
. In most cases, the studies have

focused  on the houschold .-
come und eapenditurc.

' study the indirect impact of' .

-

Grameen Bank microcredit on:
primary and sccondwy school-
ing of the borrowers chaldren is:
investigated. The hypothesis s
that the mcrease in income asso-
ciated with microcredit loans 1n-
creases the probability that the
children zuend school

The results of Khandker and
Pt (1998) indicate that micro-
credits has a positive effect on
chiidren's schooling n
Bunglidesh However, the data
used in sheir study was collected
in 1991/92, and the cducational
sttuation 1n Bangladesh has
changed during the last decade,
While Piutt and Khandker inves-
tigate the overall effcct of mi-
crocredit on the schooling of
chuldren aged 5-17. we study the
effect an primary secondaly
schooling separately.

Statistical Deslgn and

Data Collection

The statistical design on this
study 15 & Cross sectional vom.
parison of Gramecn Bank mem-
her households on the basis of

- number of years in the Bank. We

- .

invesiigate f the iength of
membership in the Bank is pos-
ttively correlated with (he
schooling of the borrowers chil-

- dren. The data used an this study

-

consists of 309 female Grameen
Bank borrowers, and was coi-
lected through interviews dunng
May and June 2001. Out of the
borrowers, 183 are members of
the Puranapasl Joipurhat branch
in the Rapshahi region, and 326
are members of the Dhamsona’
Savar and the Ashulia Savar
branches in the Dhakz region.
The two regions are analyzed
separately.

All persons who become
members of the Grameen Bank
belnog to the landless poor, and
they all possess the enterprising
spint (o derz take a foan and (o
start a oo butiness. Hence, m
this study we assumne 3l borrow-
ers to be comparable in the as-
poct of ainitial matenat und hu-
man resources, Naturally, there
are sull factors, other than
fength of membership n the
Bank. that may differ amony the
borowers and that may mflutnce
the
We have tricd to comrect for these

In this, '

schooling of the children. .
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" evemtual biases by collecting ad-

ditional information on the fol-

lowing factors of the borrower:

age. <vil slatus, number of my-
cro credt loans taken, number of
chitdren (boys and girls respec:
:weiy) if louns have been taken
in “other mivrocredu  pro-
grammes, and finally of the hyr-
rower herselfl did go to scheol.

. Result and Analysix
In order to obtas: comparable

‘groups of short-time and lopg-

time borrowers, data were classi-
fied as tollows: 1n the Dhaka re-
gron sample borrowers thit have
been members of the Bank for 1.
2 years were classified as short
tirne borrowers, and thosce that
hud been members for 3-5 years
as fon -time borrowers. In the
Ragshaht, regum we ¢lassificd
short-ume bosmwers as those
who have béen members -
years and long-tine horrowers us
those with €-14 yemis in the
Bank. The rcason for s difrer
ence in classilicaiion between»
the two regsons, is (hat Grameen
Bank had been present m ot
Rajshahle region for 3 longer
ume, and that comeyuently, the
number of new boarrowers in ths
repion was smaller. Data were
also classified into subgroups
based on the number of children
of the borrower. In case the
number of observations in
subgroup was too small to ¢n-
able staustical inference (o
iess than Give) the ohservations
of two subgroups were added. Yo
test the hypothesis jointly for
all groups the chi-square statis-
ucs for the separate groups were
added. The results are prcsc’:icd

bcll

the Dhaka region we _obsain
sigmficant results on ‘phimary
and secondary schooling at the §
pet cent and 10 per cent leved re-
spectively. We even get signifi-
cant tests for cach of the groups

" with three 1o fouwr children in

primary school and rwo children
in secondary ” school. {n the
Rajshah: sample. the null hy-

pothesss s only rejected for sec-

ondary school attendance
Number of years in Grameen
Benk hes a significant possive
eifect on pamary school atten-
dance sn the Dhaka region and on

- secondary school attendance tn

both the Thaka and the Rajshaht
regrons. Thne effect on pnimury
school  atiendance an
Ragshah region s not signif-
canl. The age of borrower is sig-
nificant and negalive in the case
of primary school in the Dhaka
region. However, the effect s
not significant when all other
vartables arc included in the
modet. For the Ragshahi region
the cducation of the borrower 13
signficantly positive.

Discussion _

There are scveral possible ex-
planations for the insigaificant
result of microcredit on chil-
dren’s primary schooling n the
Rajshamy region. Fustly, the
number of ohservations s
smalier than in the case of the
Dhaka region. Secondly, on av-
erage the horrowers in the
Rajshahi sample have been
members of Grameen Bank for a
longer time than thosc in the
Dhaka region. 11 the effect of mi-
vrocredn on pamaty schoohing
takes place at an carly stage 3t
may be the case that for the great
magoeity of the borrowers i the
Rayshal sample this cffec has
already occurred. Thairdly, the
Rapshahi region is wealthier
than . the Dhaka region.
Consequently, a tgher propor-
ton of the popalation can afford
having thew children in school
and thus the effect of microcredst
on chidren's primary schooling
iy NOL as strong. )

In the Dhaka primary school

regression, the age of the bor-

rowcr 13 negabive and sigmD-
cant. The reason may be that

younger horrowers have been
mofe receptive o the cducationad
campaigns that have been cvon
ducted by the Government dunng

the

i .

G

the fast years and theretore value |

education muore than older bor-
rowers. The vanable "educzion
of the borawer™ is sigmficant an
the Rapshahi sccondury school
model. but not in the other mod-
cls. However, the sign of the ¢o-
efficiznt s posiive i all mod-
els. 1t 15 thus possible that tha
effect exasts siso 1o the other
cases, but that our samplc is 100
snall o estimate it

.

The marginal effect of "num-
“ber of years in Grameen Bank” in
the Dhaka region 1s  larger for
secondary than for primary
school attendance This result as
i accordance with what we
would expect. Prmary school 1
compulsory and frec and thus ac-
cessible  for most peuple
Consequently primary scBool s
easier 1o afford than sccondary,
which 1§ associated with direct
costy such as school fees In ad-
ditzon secondary aged children
are probably more valued as
labour than primary aged chil-
dren are. The marginal cffect of
microcredst  un secondary
schoaling 1n the Rayshah: re-
. gton is smaller than n the
Dhaka region. As in the cuse of

primary schooling one pusahle
explanation for this may be ihe
fact that the Raphale region o
wealthier than the Dhaka region

Conclusion

We have obtained sigmificant
positive offccts of mucrocredit
on the schoohing of the borrow-

ers’ ¢hildren in the Dhaka re

gron. These results are consis-
tent with' the findingy  of
Kharndker and Pr1.41998). In the
case of the Rajshahs region the
result is sipmficant at secondary
- 'but not-at primary fevel The
posttive ampact on children’s
schooling probably stems from
theinceease in family ncome
that makes o possible to atford
the direct and sndircct Costs us-
sociated with schooling.

Proportion of Schoo! Attendees by loan experience, region,- school level and

number of children.

Shyre tme horrowex Lopp iinie botzawers
Region/Sc| Noaof | Proportion | Sample | Froportion] Sample X+ P
hoot level | childien $12¢ size
1 .84 44 0.9 58 IR
Dhaka 2 1 3g LBy 1.70 34 201 -
Pricnary 3.4 p Y e 31.68 14 15,18 1003
- . - - - digas G Uns
hak ; 333 3‘;’ 055 47 2.3 -
a ‘ . i : t.4 30 3
Secondary . : . . . $399 %g
i 0.89 27 93 20 0.30 -
Rajshah: 2.3 1.67 . * 6 1.20 19 2 -
Primary : : - : . 15} :
Rajshahs i-2 0.682 22 1.07 56 7.952 0.005
Secondary : : :
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