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Week 4 Discussion 2: Origins, Successes, Failures and Practice of Microfinance
Microfinance dates back to thousand years when it was first practiced in Bangladesh. It was a way of assisting the less fortunate in the community through credit extension in form of supplies and money (BNP PARIBAS, 2017). The practice evolved and spread to other nations where the first financial bank was already opened in Germany by 1880 (BNP PARIBAS, 2017). This later escalated to Europe where the institution extended credit facilities to businesses and individuals by the 20th century. It has ultimately emerged as the key financier of development projects in both emerging and developed economies through the support of upcoming businesses (Kumar Kar, 2011). Thus, its spread is related to the role it plays in the microenterprise setup.
Microfinance has recorded success through its international recognition and spread to the developed economies (Kumar Kar, 2011). The creation of its consequent institutions and branches has led to an increase in the number of business and individual entrepreneurs seeking financial aids. This has resulted in a major collaboration between the institutions and microenterprises that have consistently risen in the developed economies (CRABB, 2008). Furthermore, the support accorded to the venerable in the community has solved the poverty, dependence and unemployment menace that existed in economies like Bangladesh (BNP PARIBAS, 2017). However, failures witnessed from the practice were higher interest rates that made many shy away and payment defaults that led to the collapse of some microfinance institutions (CRABB, 2008). This led to the extensions of the problems that microfinance was to avert in society.
Microfinance and microenterprises have a perfect working relationship towards creating sustainable economies. In the developed economies like Germany, entrepreneurs and innovators embraced these financial institutions and sought their advice and support to create an enterprising economy built on ICT infrastructure (Kumar Kar, 2011). In Bangladesh, which is an emerging economy, people took advantage of the opportunity to fetch loans that they used to establish businesses. The enterprises that began from the extended loans that mainly belonged to women reportedly survived and expanded (BNP PARIBAS, 2017). Therefore, microfinance as an enterprise supports innovation and entrepreneurship efforts in the microenterprises by providing financing for new ideas and products which in turn raises the economic status of a country as witnessed in Germany and Bangladesh.
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