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Rewarding  the Nobel Peace Prize to Muhammad Yunus, the committee acknowledg ed that microfinance is the latest fashion of both
development policy and development economics, some call it even a 'popular mass movement' (Woller et al. 1998). Indeed, the development
over the last 30 years is impressive: Today, more than 100 million poor have access to small loans. While the formal financial sector perceived
financial services to the poor 'unimportant for the economy, unprofitable for financial institutions, and unnecessary for the poor', modern
microfinance institutions (MFIs) have proven that hig h recovery rates do not depend mainly on circumstances and the characteristics of the
borrower, but on the desig n of the credit prog ram: 'repayment depends fundamentally on factors within the control of the lending  institutions'
(Robinson 2001). This paper g ives a short overview about the roots of modern microfinance and its g lobal history. Some central theoretical
aspects of financial markets are discussed and the main innovations of modern microfinance are presented. Focusing  on Latin America, the
paper shows that microfinance is booming  on the continent. While Villag e Banks, focused on the poor, are still g rowing , a larg er trend g oes
towards commercialization, including  the entrance of established banks to the market. It seems quite clear that these banks reach even less of
the poorest than not for profit NGOs do. More disturbing , there is little empirical evidence that microfinance can help many poor people in Latin
America. The role of microfinance in the overall...
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