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Micro-finance for Bankers – an Introduction 
 
SESSION FOUR 

 
How banks can use indirect methods to engage in micro-finance 

 
 
Objective:  to enable participants to identify different methods whereby a 

commercial bank can become indirectly involved in micro-finance, and 
to determine which method is most appropriate for their own or other 
banks. 

 
Time:   Two hours 
 
Materials:  

Prepare copies of the handout “Micro-finance methods used by four commercial banks 
– indirect involvement” and the assignment sheet for each participant. 
 
Advance Preparation: 

Distribute the handout to each participant at the end of the previous session. Ask 
them to read it individually and to form a preliminary view as to the merits of each 
system. 
 
 
SESSION GUIDE 
 
1. Remind participants that the previous session examined a selection of commercial 

banks’ direct delivery channels for micro-financial services. This session is to deal 
similarly with indirect approaches, by using the examples of four different 
commercial banks and examining what they are doing. 

 
Make sure that every participant has had an opportunity to read though the case 
studies and, if necessary, give them some more time because there is a lot of 
detail in the examples given in the handout.  Then divide the participants into 
groups of between four and six each and hand out the assignment sheet.  Ask them 
to discuss and complete the assignment.  Participants must use what information 
they have been given to rank each bank’s indirect micro-finance activities under 
each of the three given headings.  

 
Allow 20-30 for this task.  

 
2. Reconvene the participants and ask a representative from each group to present 

and explain their conclusions. Summarise their rating decisions in tabular form on 
the board. Opinions will differ but the following may be considered reasonable 
overall conclusions: 
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 Sonali Bank, 
Bangladesh 

State Bank of 
India 

ICICI Bank, India Sogebank, Haiti 

Risk rating 
 

C D B C 

Bank transaction 
cost rating 

A A D D 

MFI/Client 
transaction cost 
rating 

B B C C 

 
 

3. Discuss participants’ views and the merits and demerits of each approach. Stress 
that it is impossible to have a perfect solution and trade-offs have to be made. 
None of the models are free of risk but participants should be encouraged to 
discuss openly the reality of the securities which their banks usually demand form 
main-stream clients. Unsecured loans with good borrowers are better than secured 
loans with bad borrowers.  

 
4. Ask participants to suggest yet other ways in which a commercial bank can be 

involved in the micro-finance market, perhaps less deeply but without the 
complications that the models described so far in this session may involve. 

 
Elicit suggestions such as: 

 

• Provide specially tailored cash transaction services to MFIs, for a fee, without 
taking on any of the risk. 

 

• Encourage MFIs to assist their clients to open personal savings accounts with 
the bank, and thus become familiar with their financial transactions and invite 
selected micro-finance clients to ‘graduate’ to regular banking services. 

 

• Extend conventional overdraft facilities to MFIs, against part of full guarantees 
from donors or other parties. 

 
5. Finally, ask participants to consider their own banks or other banks which are 

known to them and are not involved in micro-finance.   
 

Should they become involved at all? 
 
If so, should they become involved directly, indirectly or through a combination of 
both approaches? 
 
If directly, or indirectly, which model or combination of models should they use? 

 
6. Close the workshop and, if desired, direct participants to the Rural Finance 

Learning Centre for more information, including an online lesson which covers 
much of the ground covered in this workshop.  They could encourage colleagues 
not participating in the workshop to look at this lesson and, thus, open the debate 
in their institutions more widely. 
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Details of the book from which the case studies used in these sessions are drawn, 
and how to obtain copies, can be found in the resources section of the Learning 
Centre. 
 
Rural Finance Learning Centre: www.ruralfinance.org 


