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Actionable ideas to reduce poverty,  
and accelerate economic growth 

 
by Imon Ghosh 

 
 

Executive summary 
 
Only five years remain until the 2015 deadline to achieve the United Nation’s Millennium 
Development Goals (MDGs). My paper on reducing poverty explores possible solutions to                
the current economic downturn, financial sector reforms, accelerating economic growth, and 
achieving the UN's poverty-related Millennium Development Goals (…which currently look 
elusive).  

The principles outlined can be applied to reduce poverty and accelerate economic growth   
across developing countries, as well as empower disadvantaged / excluded groups in developed 
countries. The paper below has been included in the syllabus at the National University of 
Juridical Sciences. It was abridged and published on the Editorial page in all editions of The 
Times of India on 4th April 2001, and noted in the records of the Indian Parliament.  

 
What one sentence best describes the idea? 
 
Reduce poverty / enhance prosperity, reform the financial sector, and accelerate economic 
growth by creating a refinance market that bridges formal and traditional financial sectors.  
 
 
Description of idea in more depth 
 
According to Professor Michael Todaro, the problems of widespread poverty, growing inequality, 
rapid population growth and rising unemployment all find their origins in the stagnation of 
economic life in rural areas. There can be no national development without rural development 
(Michael Todaro, Development Economics). 
 
The economic prospects for rural development are far from bleak (indeed, they show an 
astonishing robustness): In comparison to heavy industry which employs a mere 3 million workers 
in India, small scale and cottage industries (despite their comparatively restricted access to 
credit) employ over 30 million people. 
 
Unlike heavy industry, small scale and cottage industries can be located throughout the country, 
facilitating the dispersion of economic wealth rather than its concentration. 
 
However, the rural economy's development potential - and with it, the growth prospects of the 
entire economy - are not going to be achieved without the availability of (a) affordable credit,  
(b) in adequate quantities, (c) at the right time. 
 
While the modern financial sector in India offers affordable credit that enables enterprise and 
fuels economic growth, it falls short in all other criteria (which the informal sector excels in, 
including a presence in 600,000 Indian villages that have no branch banks, and loan recovery 
rates that approach 100%).  
 
Since the informal financial sector's strengths are the modern financial sector's weakness (and 
vice versa), I propose a refinance market that bridges the two sectors to leverage each other's 
strengths. 
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What problem or issue does the idea address? 
 
Widespread poverty, bonded labour and economic slavery, farmer suicides, the stagnation of 
economic life in rural areas, rapid population growth, rural-urban migration and the creation of 
urban slums, rising unemployment, growing inequality, islands of prosperity in an ocean of 
poverty, low purchasing power and productivity among large segments of the population 
(numbering several hundred million in India alone), impaired health and shortened lifespans, and 
a host of related problems including possibly the creation of breeding grounds for terrorism and 
social unrest. 
 
 
If the idea were to become a reality, who would benefit the most and how? 
 
700 million people plus in rural India alone! Add to this the urban poor in India, and the rural and 
urban poor in other developing nations (as well as disadvantaged / excluded groups in developed 
countries), and the number of potential beneficiaries quickly add up to several billion persons 
across many countries and several continents! 
 
 
What are the initial steps required to get this idea off the ground? 
 
(1) Advocacy to enhance an understanding of these ideas through seminars and conferences       
(as well as the publication of a book) and bring about a tipping point; (2) the creation of a suitable 
enabling environment (including regulatory framework), (3) setting up pilot projects in one or more 
countries to refine the ideas, and (4) roll out the concept by building refinance markets that bridge 
the modern and informal financial sectors in countries that choose to have them. 
 
 
Describe the optimal outcome should the idea be successfully implemented. How would it 
be measured? 
 
Several billion people without access to affordable credit (at say 12% per annum instead of 120% 
or even 1200%!) will now have it, enabling the creation and growth of sustainable micro-
enterprises. Bonded labour, economic slavery (often passed on from one generation to the next) 
and farmer suicides on account of high interest rates will be curtailed. 
 
Imagine the impact on the economy if 700 plus million people in rural India alone had an extra 
twenty thousand rupees or more to spend every year! This would create a powerful engine for 
growth not just for India but the world economy! 
 
One good measure for the success of this idea is whether it significantly contributes to the 
achievement of the United Nation's poverty-related Millennium Development Goal of halving, 
between 1990 and 2015, the proportion of people whose income is less than $1 a day, a goal  
that currently looks elusive. 
 
 
If you'd like to recommend a specific organization, or the ideal type of organization, to 
execute your plan, what would it be? 
 
The United Nations system, central banks and financial market regulators. 
 
 

 
For the full text of the paper (shortly to be a book) on Reducing Poverty and Accelerating 

Economic Growth, please email a request to the author at imonlinkedin@gmail.com  
Your thoughts and further insights on this issue are welcome. 


