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MICRO LENDING – CASE STUDY  

DISCUSS: 

Why do people still try to find different ways of making a living? What are the most popular ways? What are 

they unavoidable?  

What are the most common subsidiary sources of making money? Why do people need them? 

What’s the difference between a wage, an income and a salary?  

What it means to live in a developing country? What are struggles?  

Are the chances of getting a good job different for men and women? Why? 

When you are on the bread line, what should you do to improve your situation? What are your possibilities? Or 

maybe you just must accept that circumstances?  

Are financial services available for average people? Should they be easier given to rich or poor people? Why?  

Should churches or any other institutions like that provide financial services? Why? 

Why do companies try to leverage the customers and the data of their shareholders? What does it bring? 

Should loans be still given to the people and organizations with a bad credit history? 

VOCABULARY: 

subsidiary - serving to assist or supplement; auxiliary; supplementary,  

a slim chance – really little chance, almost impossible 

to be on the bread line – to be really poor, just enough to feed your family 

garments – clothes  

to lag behind – to be delayed or late 

less-than-decent- someone who fails to live up to an agreed standard, whether a verbal or written commitment . 

good-to-descent credit – although ranges vary depending on the credit scoring model, generally credit scores from 580 

to 669 are considered fair; 670 to 739 are considered good; 740 to 799 are considered very good; and 800 and up are 

considered excellent. 

Exorbitant – enormous  

Feasibility - capability of being done, effected, or accomplished  

Eligible - fit or proper to be chosen; worthy of choice; desirable 

 

WATCHING: 

Watch a video and answer the questions. 

https://www.youtube.com/watch?v=Q2YgzLwYOak 

1. When did the idea start? 

2. Who was a target group at the very beginning? 

3. What are different services provided by microlenders? 

4. Why is combining healthcare with microlending so powerful?  

5. What’s the academic approach to it? 

6. Who financially support the research consortium named NYU WAGNER?  

7. What’s the goal of the consortium?  

8. Where do they do the research?  
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READING: 

If you've seen or heard ads about how to get quick, easy loans, you might think companies hand out small business 

loans and personal loans left and right. Banks constantly advertise that you can borrow cash to use for anything you 

want. Those funds are mostly only available to you if you have decent-to-good credit. Loans to people with less-than-

decent credit usually come with exorbitant interest rates. As a result, the loan balance keeps increasing and borrowers 

have an increasingly difficult time paying off their loan. Microlending involves granting small loans to people in need. 

These loans are generally used by entrepreneurs with a business idea or those who need extra cash to expand. In that 

sense, they aren't much different from small business loans. However, microlending is actually much different. 

Traditional lenders solely focus on earning a profit by charging interest and fees. Microlenders have more of an interest 

in development. Some of them certainly want to earn a profit, but the main goal is to help develop businesses for small 

entrepreneurs who would otherwise not be able to borrow. Microfinance organizations have more freedom in setting the 

conditions for issuing loans, so they put huge interest in each loan. At the same time, there are organizations focused on 

lending to small businesses that issue funds on more loyal terms. Ordinary consumer microloans are issued for a period 

of up to 31 days at 1-2% per day. Making simple calculations, we get about 30-60% per month and 360-720% per annum. 

Unlike banking (which today range from 10-30% per annum), these percentages seem utterly outrageous. At the same 

time, their Cis easily explained by the target audience of such loans. High-interest rates are designed to compensate for 

the loss of MFIs from a large number of defaults. The following types of microloans can be distinguished in this market: 

▪ Loans for several days (for online purchases, etc.) transferred to electronic wallets; 

▪ Loans for several weeks, transferred to wallets, to bank accounts and issued in cash; 

▪ Loans to small businesses issued for a period of up to a year. 

▪  

If we positively talk about microloans, then they have the following advantages for borrowers: 

▪ Minimum verification of a potential borrower, no involvement of guarantors, no provision of collateral, etc.; 

▪ The opportunity to get a loan with bad credit history; 

▪ High speed of decision making and allocation of funds. 

 

For example, taking microloans for the purchase of tourist packages, gifts or just for arranging holidays is not practical. 

The cost of loans is so great that even in a couple of weeks of using money, the amount that you have to repay will be 

much higher than what you took. At the same time, in situations where the money is urgently needed, microloans will 

be very useful. As opposed to traditional lenders that simply hand out the money and let borrowers fend for themselves, 

micro-lending organizations might also provide coaching and training to teach these entrepreneurs how to run a 

successful business. These tools help businesses build a firm financial footing, which in turn helps ensure that the 

borrower will make enough profit to pay back their loan. Microlending started in 1974 with one man, Muhammed Yunus, 

who made a small loan to a Bangladeshi woman. That woman was living in poverty, but she used the loan to make and 

sell bamboo stools to feed her family. Many banks and non-bank entities now offer micro-lending services. It has 

revolutionized aid efforts in third-world countries and, with extremely high repayment rates, it has helped dispel negative 

myths about economic sensibility in poor communities. Microloans, true to their name, are sometimes as small as $25, 

although they can be much larger. In many parts of the world, $25 or $50 goes far in the local currency, allowing an 

entrepreneurial person to buy a decent supply of inventory. Combined with some hard work, that $25 can be all it takes 

to produce a product and turn a profit. 

Borrowers 

People using microloans are not typically wealthy U.S. business owners. These borrowers often run their own businesses, 

have relatively low incomes (at or below the poverty level), and cannot qualify for a loan from a traditional lender. 

However, those factors don't affect the quality of their ideas or their ability to run a successful business. Microlending 

continues to grow overseas in developing nations, where markets are less formal and it's more difficult to access banking 

services. If you're looking to borrow a small amount of money, shop among microlenders and traditional lenders to see 

where you can get the best deal Even if you don't think you'll be eligible for a loan from these organizations, it's worth 

trying to find out for sure either way. An easy way to lend small amounts of money is with one of the first websites to 

popularize microlending. Lenders who simply want to turn a profit might be disappointed by microlending. For most 

microlenders, the primary motivator is the opportunity to help people who want to work hard but need access to 

affordable business capital. Like any kind of loan, unfortunate circumstances do happen, and you could end up losing 

money if borrowers can't repay their loans.  
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AFTER READING QUESTIONS 

What is microloan and how is it used? 

What is the risk of a microloan? Can you see any different disadvantages?  

Why is it becoming more popular? 

What do we know about a date of redemption in case of microloans? 

Why are microloans not so practical in many cases? 

Why is microlending so helpful and important? 

Who may be interested in being a lender? 

LOOK: 

Look at the diagram and describe the microlending at CEI.   

 

 

 

 

 

 

 

 

 

 

 

 

FOLLOW-UP 

https://www.usingenglish.com/comprehension/48.html 

 

 

https://www.youtube.com/watch?v=BNz6huOeoxo 
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PART II – A CASE STUDY – BANGLADESH'S MICRO-LOANS 

The Grameen Bank of Bangladesh is a micro-credit institution that lends small amounts of money to poor people who 

are ignored by the conventional banking system due to their lack of collateral. The Bank has helped 7,000 micro-lenders 

with 25 million clients worldwide. Its method of small loans has advanced the economic rights of women in particular 

and has contributed to national economic growth. Industrialised and developing countries have also adopted the 

Grameen Bank model to tackle poverty. 

 

Background 

 

Across the globe, women lack control over material resources and are generally less able than men to realise their full 

economic rights. The Grameen Bank in Bangladesh was set up to empower impoverished women. The Grameen 

(village) Bank was developed by Professor Mohammed Yunus in 1976, when the country was stricken with famine. 

Using $26 from his own pocket, he lent cash to poor village women so that they could invest in the livestock and 

materials they needed to make money of their own. He received sponsorship from the central bank of Bangladesh as 

well as commercial banks, and in 1983 the Grameen Bank became an independent entity. The bank rests on the 

principle that those who are too poor to get bank loans are actually good credit bets. Women, who make up 94% of 

its customers, use loans from the bank to invest in business ventures like matt-weaving and small-scale agriculture. 

 

The Grameen Bank now lends $1.3 billion to 2.3 million borrowers, most of them women. With 1,128 branches, the 

$2 billion operation serves 38,951 villages, covering more than half of the total villages in Bangladesh. The average 

loan is $160. In spite of a national illiteracy rate of 62% (78% for women), economic activity in rural Bangladesh has 

seen a marked increase since the launch of the bank. In 1998, Dr Yunus was awarded India's Indira Gandhi peace prize 

for his efforts to tackle poverty. 

A Worldwide Trend 

The Banco do Nordeste in Brazil and the Dagang Bali Bank in Indonesia have copied the Grameen Bank model. The 

United States and the United Kingdom have also welcomed micro-lending institutions for their own impoverished 

populations. The People's Fund in the US has been granting micro-loans to poor women and ethnic minorities since 

1995. 

 

There is a significant micro-credit infrastructure in Britain. The British Bankers' Association said there are 62 local 

schemes lending £5,000 or less to help the 'financially excluded' begin self-employment or start a business. The British 

government has also promoted the expansion of credit unions. The UN has encouraged Western banks to lend more 

money to micro-lending institutions, and the World Bank is a major supporter of the Grameen Bank. 

 

Problems 

 

There are still many issues that constrain the aims of the Grameen Bank. Critics have charged that micro-lending 

institutions rarely provide loans to those who most need them and that the interest charged in micro-lending 

institutions can be prohibitive, as it is 30% to 50% higher than commercial banks. 

They argue that recipients often cannot make the most out of the loan they are given because they lack basic business 

skills. Moreover, the small sum they receive only enables people to trade goods, not become independent producers. 

Although women are the primary loan recipients, often men are the key beneficiaries, as many husbands assert control 

over the money once their wives have obtained it. 

In 2002, there were allegations in Western newspapers that the Grameen Bank had suffered an 85% fall in profits 

between 1993 and 2000. Dr Yunus, however, claims that the Grameen Bank is in its 'strongest position ever.' He noted 

that the bank is currently helping to finance renewable energy projects in 30 rural communities in Bangladesh. It is 

providing loans so that people can purchase solar panels and phone equipment to encourage Internet use. The 

Grameen model does not offer a global solution to poverty but by helping to empower some of the world's poor in the 

short term, it paves the way for more long-term poverty eradication programmes. 

[Source: http://www.bbc.co.uk/worldservice/people/features/ihavearightto/four_b/casestudy_art22.shtml]  
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QUESTIONS:  

1. How does  the Grameen Bank reverse conventional banking practice?  

2. How did the bank started? Where was the capital from? 

3. Who is the most common receiver of a loan from Grameen Bank? 

4. What was the impact that the bank has made on the whole national industry? 

5. Which countries mirrored the case from Bangladesh and what was the result? 

6. What’s the controversy about microlending? 

7. What is the current position of the Grameen Bank?  

8. What are the newest projects to finance? 
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