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Graduation programmes: a response to extreme poverty
The poor are not a homogenous category. While 
the incomes of many poor families oscillate around 
the poverty line, others are more likely to remain in 
extreme poverty for long periods (Orr et al. 2009). 
The extreme poor experience a highly unfavourable 
ratio of household “constraints” when compared 
to “resources” (see Figure 1). They frequently 
have more dependents than earners, but they also 
experience other intersecting constraints that 
further weaken the household economy. Extremely 
poor households tend to be more susceptible to 
serious health shocks that can financially deplete 

the household and cripple the capacity of existing 
earners. Identity and discrimination can also be 
constraints, with those belonging to minority 
castes, ethnicities and religions – as well as the 
elderly and people with disabilities – often having 
lower incomes than the rest of the population while 
experiencing greater marginalisation, violence and 
weaker social networks. Gender cuts across these 
inequalities, with cultural devaluation, material 
discrimination and curtailment of mobility in the 
public domain often assigning a subordinate status 
to women (Kabeer et al 2012). 

Abstract
Graduation programmes1 – initiated in Bangladesh and adapted by several countries around the 
world – have gone a long way in helping many vulnerable families develop diversified sources of 
income, build up their assets and self-confidence, and be more resilient to shocks and crises. But 
how do people fare once they have graduated from – or left – the intervention? Research shows 
that, while large numbers succeed, many of the most vulnerable families can eventually slip 
back into extreme poverty. This paper argues that to ensure sustainability of benefits, countries 
implementing Graduation programmes must develop a national social security system for all 
vulnerable households, and that Graduation programme participants should have long-term 
access to these benefits in order to maintain their higher incomes. 

1The Graduation programmes discussed here refer to the BRAC Targeting Ultra Poor Programme (TUP) in Bangladesh (see www.
brac.net), and the CGAP-Ford Graduation programmes (see graduation.cgap.org) that are piloting BRAC’s TUP model in Haiti, 
Honduras, Peru, Ethiopia, India, Pakistan, Yemen, and Ghana. It should be noted that there are other Graduation approaches that are 
not discussed here, such as the Chars Livelihood Programme (CLP) in Bangladesh (see www.clp-bangladesh.org). These also provide 
income generating assets but aim to support sustainability by developing markets rather than through microfinance.
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Figure 1: Extreme Versus Moderate Poverty:  
a Synthesis of Varying Constraints

In essence, the extreme poor start out on a weaker 
footing than the moderate poor. There have been 
many responses to this. The microfinance response 
is often underpinned by a belief that even the 
poorest can “lift themselves up by their bootstraps” 
if they are given small loans with flexible repayment 
structures.2 Others argue that the poorest do not 
need loans but a safe place to save and easy access 
to their savings during times of crisis,3 or that those 
experiencing extreme vulnerability require access 
to social security and other forms of state support 
addressing these immediate deficits. 

Graduation programmes have been designed 
as an alternative response to extreme poverty. 
Conceptualised by BRAC4 and subsequently 
adapted by Ford Foundation and the Consultative 

Group to Assist the Poorest (CGAP),5 the 
Graduation experiment is borne from the 
realisation that microfinance alone is insufficient to 
address the deep-rooted complexities of extreme 
poverty. However, it also recognises the value in 
microfinance’s aim of self-employment for the 
poor. Graduation programmes are based on the 
premise that the poorest have a latent potential 
for entrepreneurship that should be harnessed 
and nurtured, not through loans but through the 
free provision of productive assets. This – when 
combined with intensive, one-on-one training, 
a time-bound cash transfer, and a safe place to 
save and borrow in times of crisis – is expected to 
provide families with the means to gradually move 
out of extreme poverty (see Figure 2 for an ideal 
representation of the concept).

2 See http://www.grameen-info.org/index.php?option=com_content&task=view&id=221&Itemid=172
3 See http://www.safesave.org/home
4 BRAC is one of the world’s largest non-governmental organisations and provides an integrated suite of services. BRAC began  
 its operations as a relief organisation before becoming one of the most prominent microfinance institutions in Bangladesh 
5 CGAP is a policy and research centre dedicated to advancing financial access for the world’s poor (www.cgap.org).
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Figure 2: The Graduation Model – Sequencing of Interventions

Impact Versus Sustainability: What the Research Tells Us
Graduation programmes have yielded impressive 
results. Randomized control trials have 
demonstrated that, by the end of the intervention 
(typically 18-24 months), Graduation programme 
participants in Bangladesh and India have more 
assets, cash savings, more children enrolled in 
school, increased food security and greater self-
confidence when compared to control groups 
(Rabbani et al 2006; Banerjee et al 2010). This 
supports the argument posited by Carter and 
Barrett (2006) that vulnerable households crossing 
the “critical asset threshold” are able to “invest 
productively, accumulate and advance.” 

However, while the findings on immediate impact 
are important, a more relevant issue is whether 
the gains are sustainable. In the long run, are 
programme participants permanently removed 
from the threat of extreme poverty? What exactly 
have they graduated to?

The answers to these questions yield mixed results. 
A recent study by Krishna et al (2011) on BRAC’s 
Targeting the Ultra Poor (TUP) programme has 
indicated that, while the “go-getters” continue to 
build upon their initial successes, the gains of less 
dynamic participants are eroded over time.  Six years 
after graduating from the TUP programme, about 
54 percent of participants had experienced a decline 
in asset stock and income. A study of the CGAP-
Ford Graduation programme in Andhra Pradesh, 
India, found that, 2.5 years after the intervention, 
there was markedly little difference between 
the treatment and control groups (Ravi 2012). A 
study of a similar programme in Haiti has shown 
that, while microfinance clients fared well post-
programme, those who lacked the confidence to 
join microfinance slowly began to sell off their assets 
and returned to precarious forms of employment to 
survive (Huda and Simanowitz 2010).

Market
Analysis

Poverty Line

Extreme Poverty

Participant Selection

0 Months 3 Months 6 Months 21 Months 24 Months

Consumption Support

Savings Services

Skills Training

Asset Transfer

Regular
Coaching

Sustainable
Livelihoods

Access  to Credit

• Health Support
• Social Messaging
• Village Assistance Committee

Source: Hashemi and de Montesquiou (2011)



Issue No 1 January 20th 2012Graduating Into – Not Out of – a National Social Security System  – Karishma Huda Issue No 5, August 2012

PATHWAYS’ PERSPECTIVES
on social policy in international development

Issue No 1 January 20th 2012

The opinions expressed in the paper are those of the authors and not necessarily of Development Pathways
Get in touch: admin@developmentpathways.co.uk    www.developmentpathways.co.uk

Page 4

The Need for National Social Security
These findings do not mean that Graduation 
programmes are ineffective. On the contrary, they 
have demonstrated their success in enabling many 
vulnerable households to access decent work, 
build their assets to be able to cope with shocks 
and crises, and develop self-confidence. What 
the findings do suggest, however, is that access 
to a long-term social security system is needed 
to ensure that, once Graduation programme 
interventions end, families can sustain higher 
levels of income. This is beyond the scope of any 
single non-state organisation to provide and can 
only be achieved by governments instituting a 
national social security system providing wider 
benefits. Graduation programmes are still in their 
infancy and are only able to reach a tiny percentage 
of households in need. National social security 
schemes – such as old age, child and disability 
benefits – that benefit large vulnerable populations 
within countries would provide a minimum floor 
upon which Graduation programmes could be 
successfully established. 

Early research findings from a Graduation 
programme in India are already attesting to the 
validity of this hypothesis. A study by Jahawar 
and Sengupta (2012) suggests that, in the state of 
Andhra Pradesh – where the government has been 
particularly active in implementing the National 
Rural Employment Guarantee Scheme,  
 
 
 

widows’ pensions, below poverty-line cards, and 
other forms of social security – there was little 
difference between Graduation and non-Graduation 
programme beneficiaries. While Graduation 
programme beneficiaries experienced significant 
improvements, the control group – which benefited 
from these government social security schemes – 
experienced similar long-term benefits. Another 
study by Huda et al (2010) has demonstrated 
that low caste groups, particularly Tribal groups, 
have been frequently excluded from receiving 
state benefits because they lack political clout. A 
striking achievement of the Graduation programme 
in West Bengal has been participants’ increased 
sense of citizenship: as a result of the training and 
mentoring support they received, participants 
developed greater awareness of their social security 
entitlements as well as the confidence to demand 
these entitlements from the state. 

The term “graduation” must, therefore, be viewed 
in a nuanced and context-specific light. Advocates 
of the model do not – and indeed cannot – suggest 
that, after two years of support, families will 
invariably graduate out of extreme poverty. 
Furthermore, governments should not use the term 
to suggest that participants should “graduate” off 
social security schemes. Results have shown that 
“graduation” is simply a snapshot in time, after 
which households continue to oscillate between 
extreme and moderate poverty. 

This paper has argued that, if our aim is to ensure that extremely poor families sustain 
higher incomes, relying on Graduation programmes alone represents a poor policy choice. 
While microfinance institutions may use the term to refer to participants “graduating” 
into microfinance, this applies only to the sub-set of the population who are truly 
entrepreneurial, confident, and risk-taking. An aim of Graduation programmes around the 
world should, therefore, be to “graduate” vulnerable families into a national social security 
system, which may require incorporating considerable policy dialogue into programmes 
alongside the specific programmatic interventions. Although many governments are still 
a far way from adequately engaging with this issue, working to build the political will for 
comprehensive social security systems is essential if sustainable pathways out of extreme 
poverty are to become a reality. 

Conclusion
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