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Micro-finance for Bankers – an Introduction 
 

SESSION ONE 

What is Micro-finance? 
 
 

Objective: To enable participants to identify, describe and explain the critical features 
of micro-finance.  If it is felt that participants have sufficient knowledge of 
micro-finance and all its characteristics, it is possible to proceed directly to 
Session 2. 

  
Time:  One to one and half hours 
  
Material:  

Copies of the dialogue transcript ‘The Incredulous Banker’: either one copy for each role 
play participant or one copy for each participant.  
Or 
A pre-recorded audio tape version of the Incredulous Banker can be prepared, in which 
case a tape recorder must be available in the training room. 
 
Advance Preparation: 

Select two participants in advance of the workshop and provide them with copies of ‘The 
Incredulous Banker’ transcript.  Ask them to prepare themselves to act out the dialogue in 
front of the other workshop participants, saying they can extemporise as much as they like 
as long as the key points are made. 
 
If preferred, an audio tape can be prepared of the dialogue, using colleagues or two of the 
prospective participants. 
 
 
Session Guide 
 
1. Introduce yourself and welcome the participants. Tell them the objective of the session 

and write a heading on the board or flip chart “Features of Micro-finance”.  Explain 
that they are about to hear (or read) a conversation between two bank managers while 
they are having lunch in the canteen of the National Bank of ________ (use a relevant 
country) and they should make note of all the comments they hear about micro-finance 
while they are listening. 

 
2. Expose participants to ‘The Incredulous Banker’ dialogue, in one of the following three 

ways: 
 

a. Invite the pre-selected and briefed participants to act out the dialogue, with 
suitable ex tempore modifications, in front of the other participants.  Set up a 
table for them to sit at as though they are having lunch together. 

b. Play the pre-recorded tape of the dialogue.  With this method, you can play the 
dialogue more than once if desired. 

c. Distribute copies of the dialogue transcript and allow time for participants to read 
it. 

 
3. Allow the participants to discuss the dialogue in pairs for a few minutes and then go 

around the room asking each pair to identify one characteristic of microfinance 
mentioned in the dialogue. List the features on the board without any comment or 
discussion.  Ensure that every feature mentioned below is included; the actual words 
are not important, just the feature: 
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• Lend only to the poor 

• Do not take any security 

• Savings before borrowing 

• Small short-term loans 

• Cost-covering interest rates 

• Group appraisal and guarantees 

• Women clients rather than men 
 
 
4. Ask participants to decide for themselves, without discussion, whether or not they 

believe each feature is likely to contribute to successful business for a financial 
institution. Write the headings “Yes” and “No” on the board next to the list and then 
ask participants to vote for or against each feature in turn and note the numbers on 
the board. 

 
5. Now ask participants to justify their position. Identify people on both sides of the 

argument and ask them to share their views. If there is a unanimous opinion about one 
feature, ask a participant to act as ‘devil’s advocate’ and to argue for the other view, 
even if s/he does not personally agree with it.  

 
Ensure that all participants have a chance to contribute. If necessary, ask participants 
who do not volunteer to contribute their views, since it is important that those who do 
not understand should reveal their problem so that the issues can be explained more 
clearly. 

 
6. The arguments against each feature are fairly well covered in the dialogue. It is 

important that participants should know and understand these arguments, because 
their colleagues, many government and NGO staff, politicians and poor people 
themselves hold these views. If a banker believes that this new approach of micro-
finance is something that his bank should seriously consider, he must be able to 
counter all the arguments against it. 

 
There are many arguments in favour of each feature; they can very briefly be 
summarised as follows: 

 

• Lend only to the poor – they need the money and will repay reliably to maintain 
their access to it; the repayment record of the rich is generally much worse; the 
poor are a separate market segment which needs specialized products and 
dedicated delivery systems…  

 

• Do not take any security – the cost of authenticating collateral exceeds the value of 
loans; securities are very difficult and expensive to seize; these customers have no 
effective securities and other means have to be found…  

 

• Savings before borrowing – the poor can and do save - they have to because they 
lack insurance, regular incomes and other fall-back devices; thus the poor need 
more secure and accessible savings facilities – they currently use a whole range of 
often unsatisfactory means of saving such as animals, crops, local traders and so 
on; both saving and repayment involve regular payments from household inflows, so 
the ability to save regularly is a good preparation for borrowing. 

 

• Small short-term loans with frequent repayments – poor people need and can afford 
to repay small amounts of money, just as they regularly finance their small 
recurring ‘consumption’ and ‘productive’ expenditures; the returns from small, 
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non-agricultural investments are rapid; money that is accumulated for larger, less 
frequent repayments is often spent on other things. 

 

• Cost-covering interest rates - unless micro-finance covers its costs, it will depend 
on government or private subsidy and will never reach all the people who need it; 
the cost of money-lender loans is usually even higher; the returns on investments in 
petty trading and similar activities are generally high enough to bear high interest 
rates. 

 

• Group appraisal and guarantees – poor people’s neighbours know more about what 
they can and cannot manage than any banker could ever know; poor people will 
help and persuade their neighbours to repay as a social obligation but also to 
preserve their own ability to borrow. 

 

• Women rather than men – women work better in groups than men; women learn 
from their household responsibilities to be better managers of money than men; 
women invest cautiously and repay more reliably than men; women are more 
concerned than men to maintain their ability to borrow in future.  

 
7. Discuss all the arguments and ensure that all participants understand both sides of 

every issue. It is probable that all of them have at least heard of successful micro-
finance interventions, in their own country or elsewhere, but this brief introduction 
should clarify their understanding of the basic principles. 

 
8. Conclude the session by asking participants which institutions they think should 

undertake to deliver micro-financial services, if they believe that such services are 
necessary in their own country. There are almost certainly some institutions already 
providing micro-financial services in most countries; these may include the 
government, NGOs, non-bank financial institutions, cooperatives or commercial banks. 
Which are performing most effectively, should commercial banks be more involved, 
and should their own bank enter the market or extend its present involvement if it 
already is involved? 

 
The following sessions will address these issues. 

 
 

 


