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Micro-finance for Bankers – an Introduction 
 
SESSION TWO 

 
Should a commercial bank enter the micro-finance market? 

 
 

Objective: to enable participants to identify the advantages and disadvantages of the 
micro-finance market for a commercial bank, and to decide whether or not 
a given bank should enter the market and how. 

 
Time:  Two to two and a half hours 
 
Materials: 

One copy of each role play brief: pro-entry, anti-entry and pro-indirect entry.  
Micro case study ‘The Three Banks’: one copy for each participant. If it is possible to 
modify this and use data from banks in the country of interest to participants, this should 
be done. 
 
Advance Preparation: 

Select two of the more articulate participants in advance of this session. Tell them that 
one is to present the case for a commercial bank to enter the micro-finance market and 
the other the case for not entering it.  
 
Give a pro-entry brief to one of the chosen participants and the anti-entry brief to the 
other (they should not see each other’s briefs). Each one should individually prepare a five 
to ten minute presentation of their case, using the arguments in the briefs and any other 
points they wish to add in favour of their case.  
 
They should imagine that the other participants to whom they will be making their 
presentation are shareholders (or employees - see note below) of a typical large and 
conservative commercial bank, with an extensive branch network but few customers 
among the poorer 50% of the population, except for some very small and largely 
unprofitable savings accounts. The bank has had some experience with government 
sponsored ‘credit for the poor’ programmes, which lost money for the bank and had little 
impact on poverty. The main lesson the Bank’s staff learned from these programmes was 
that the poor are not bankable. 
 
Select a third participant, separately from the above, and give her or him the pro-indirect 
entry brief. Explain the same background, and tell him/her that two other participants will 
be presenting the cases for and against entry into micro-finance. After the participants 
have had some discussion s/he will be asked to ‘rescue’ the Bank and to present the case 
for indirect entry. S/he should not reveal this to the other participants in advance.   
 
If it is not possible to identify a participant who will play this role effectively, the 
instructor may do it her-himself.  
 
 

Note  
Participants in this session are asked to play the role of shareholders of a commercial 
bank. If participants are in fact employees of such banks, it may be more appropriate for 
them to act that role, i.e. employees rather than shareholders. This may even be their 
own bank, if they are all from one or a small number of banks.  
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Session Guide 
 
1. Start the session by informing the participants that they are to imagine themselves to 

be shareholders (or staff if more appropriate) of a large and conservative commercial 
bank. Describe the features of the bank that you have already mentioned to the role 
playing participants, i.e. it has an extensive branch network but few customers among 
the poorer 50% of the population, except for some small and generally unprofitable 
savings accounts. 

  
Explain that the bank has had some experience with government sponsored ‘credit for 
the poor’ programmes, which lost money for the bank and had little impact on poverty. 
The main lesson the Bank’s staff learned from these programmes was that the poor are 
not bankable.  However, a number of non-government organisations, usually with 
foreign donor assistance, have now been quite successful in bringing micro-financial 
services to the poor and the Bank is under some pressure from government and a small 
group of shareholders to investigate the micro-finance market.  

 
They are about to hear presentations from two authorities who have very different 
views on this subject. One believes that commercial banks should be heavily and 
directly involved in micro-finance and the other believes that micro-finance is not a 
bank’s business at all.  

 
Participants are to decide which point of view they support. 

 
2. When these two presentations are completed, allow a short time for discussion. Ensure 

that both views are robustly supported and that the discussions are polarized.  
 

When some disagreement has been generated, ask the third participant to make 
her/his presentation in favour of indirect entry. Promote further discussion and ensure 
that that all participants understand every argument for and against entry, and for 
direct vs. indirect entry into the micro-finance market.  It is important that the 
participants relate the various issues to the circumstances of banks which are known to 
them in their own country. This may, of course, be the bank for which they work.  

 
If any participants are already familiar with banks which have entered into micro-
finance either directly or indirectly, they should be asked to share their experiences 
and to suggest whether these banks have taken the right step or not. 

 
3. Distribute a copy of the second handout, ‘The Three Banks’.  Allow participants up to 

ten minutes to read through the table of information and then ask them to suggest 
whether Bank A, Bank B and Bank C should or should not enter the micro-finance 
market.  

 
Ask participants for their views. Inevitably they will differ since there are no right and 
wrong answers to management decisions of this sort and the information is very brief.  
Encourage participants to express and defend quite different views, but the following 
may be considered reasonable recommendations: 

 
Bank A:  
Enter the micro-finance market directly, to improve portfolio quality, to make better 
use of existing branch network, to satisfy public sector responsibilities and 
expectations and to pre-empt NGOs or other banks from taking over this new 
opportunity.  
 
Bank B:  

Enter the market indirectly, since the Bank has few branches, but make bulk loans to 
micro-finance NGOs and possibly invest in them, to finance their growth and 
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development, possibly into sister banks or other subsidiary institutions. 
 
Bank C:  
Do not enter the market at all – like Bank B it has few branches and it may be 
important to avoid misunderstandings about ‘foreigners taking over the whole country’. 
It could collaborate with foreign donor customers and public relations and social 
responsibility departments of multi-national corporate customers, to assist them to 
identify and work with appropriate local NGO partners.  
 
Briefly discuss participants’ conclusions. Inevitably, discussion will come round to 
exactly what method each bank should use to enter the market, if indeed it should 
enter it at all.  
 
Explain that this is to be the topic of the next two sessions and distribute the handout 
for session 3 “Micro-finance methods used by four commercial banks”.  Ask them to 
read it before the next session begins. 


