History of Microcredit 

	Debt usually perceived as the burden and obligation. the arise of microcredit changes this. It became to be the well-known poverty alleviation tool since Grameen Bank give credit to the bamboo craftswomen. Muhammad Yunus, the founder of Grameen Bank, gave loan with low interest rate to these women to purchase the raw for their business. He and his Grameen bank received the Nobel peace prize in 2006. the prize provoke microcredit trend aiming to end the poverty by microlending. the replication of Grameen bank appear around the world. 
	
What is Microcredit? 

	Microcredit has many version and interpretation but it persistent features are

· small lending (usually with the high interest rate including fee)
· explicit social mission
· emphasis on entrepreneurship
· group lending
· frequent group meeting
· women empowerment through borrowing

   All of this seem to be good characteristics for eliminate poverty. A lot of microcredit advertisement also show the hopeful side of microcredit. there is evidence of the entrepreneur who is received the microlending but end up turning back to the local money lender. This lead the author to the question that how microcredit actually eradicate poverty and its limitation.

Traditional Small loan

	Author showed us the study on Credit Indemnity in South Africa using RCTs method to find out benefit of taking non-microcredit small loan. there is significant higher income for people who is randomly received the loan and they are significantly more likely to kept their jobs.

	Moreover, the study find out two main ways that the loan have been used. they use it for transport-related costs and sending the money to needy relatives in rural area.  

Is there any room left?

	the underlying assumption of microcredit is that “the poor actually have great economic opportunities, but that they lack the resources to take advantage of them”. the author test whether this assumption hold with the study in Sri Lanka. He randomly gave grants of 100 or 200 dollars to micro-entrepreneurs to use in their business, to see whether more money invested in business would lead to increase in profit or not. 

the result is striking. the additional investment created around additional 70 percent annual return.
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Why isn’t Microcredit More Popular?

There are 2 possible explanations:
1. It is because mathematics. Even we observed big average annual return of 70%, it does not mean that everybody would see 70% increase in profit. The key is that the observed increase is “average”. More educated and smarter entrepreneurs did better. Men also did better than woman.


2. People were driven away by excessive restrictions on the use of borrowed money. Entrepreneurs did want to use the loans for only their business but other things, paying off debt and consumption.

Is Microcredit Beneficial?
	
As a whole, business profit increased by 10% but it was not statistically significant. 
We look at subsamples to see clearer picture. The results are aligned with the same founding, not everybody succeeded. 

	The relatively wealthier part of applicants was much more adept at utilizing the received loans than their counterpart. For them profit statistically increased by 25% but for the poor there was no significant effect. Men also did 3 times better than women.

	One interesting point from this experiment is that, it found that increases in profits were driven mostly by contracting firms, not expanding ones. They consolidated and pared down their operations, fewer business overall, fewer worker, which mean lower costs and higher profits.

Can Microcredit Transform Communities?
	
Previously, we looked at single business profit but we would like to know whether the community as a whole will benefit. 

	A year after the branch opening, the survey founded that the communities were not transformed overnight. No changes in women’s empowerment, enrolment rates, spending on health, hygiene and food. 

	But if we looked below the surface, the behaviour of people had changed. Actual entrepreneurs and likely entrepreneurs used the loans wisely, putting it to existing business or got ready to open one. While the unlikely entrepreneurs used the loan for consumption. Therefore, even though people were not wealthier on the whole but they appeared to be heading in that direction.

