
Ilhan EGE

Vice Dean of FEAS

Mersin University,

Turkey
ilhanege@mersin.edu.tr

ilhanege2005@hotmail.com

mailto:ilhanege@mersin.edu.tr
mailto:ilhanege2005@hotmail.com


New Challenges, 
New Century, 

But Old Problems:
Economic Crisis,

Poverty and Others
Ilhan EGE

Mersin University, Turkey

ilhanege@mersin.edu.tr

ilhanege2005@hotmail.com

mailto:ilhanege@mersin.edu.tr
mailto:ilhanege2005@hotmail.com


CHANGING WORLD AND 
ROARING TWENTIES

• Women took new roles 
and gained the right to 
vote with the 19th

Amendment.



CHANGING WORLD AND 
ROARING TWENTIES

• African Americans received praise for works of art, 
literature, music, and contributions to society. These 
movements were called the Jazz Age and Harlem
Renaissance.



CHANGING WORLD AND 
ROARING TWENTIES

• Most of the US economy was strong, except for farmers
who suffered from falling agriculture prices! 



The Stock Market Crash of 1929
In 1929,  the Stock Market Crashed!!
• The stock of a business represents the original money paid 

into or invested in the business by its founders.

• So… the stock represents how much money was 
originally invested in a business by the people who 
started the business.

• When someone starts a business, they divide the 
business into parts called shares. 

• When people buy shares of a company, they are 
making an investment in that business. 



• Investment - is putting money into something 
with the hope of profit

• Many people bought stock expecting companies to
make money.

• But when the stock prices fell, many investors or,
people who bought stocks, lost everything!



The Stock Market Crash of 1929
People were BUYING, BUYING, BUYING stocks in 
businesses that were not worth the amounts they 
were paying for them and the banks were loaning 
out more money then what peoples’ investments 
were worth. 

• The crash caused others to panic and sell the stock
they had.

Banks were recalling loans. This

meant they made people pay

back loans early. But, many

people could NOT pay!



The Stock Market Crash of 1929
• People could NOT pay, so

banks ended up closing. 

• People who put their
money in the bank lost
their life savings.

The Stock Market Crash 
of 1929 marked the start 
of the

Great Depression!



Why did it become the GREAT 
Depression ?

“The Domino Effect…”

• People lost their jobs after the stock market crashed. 
Therefore, many needed to spend their savings.

• Savings – the money an individual sets aside for 
emergencies or special events

• When large numbers of people tried to take money out
of the banks, many banks went out of business
because they did not have the people’s money!

• Because people had so little money, they bought few
goods.



Why did it become the GREAT 
Depression ?

“The Domino Effect” Continued…

• The producers could not sell what they made so they
did NOT make a profit!

• Without a profit, factories could not pay their 
employees so the factory workers lost their jobs. 

• When workers lost their jobs, they could not pay
what they owed to banks or businesses. 

• So more banks and more businesses began to fail.



CENTURY OF ECONOMIC 
CRISIS



ECONOMIC CRISIS (Now)
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LOW WAGES PROBLEM 
(1930s)



The Great Depression
It was the worst economic crisis in US history.

• People had to rely on soup kitchens, which gave out free
food to the poor, because they could not survive without 
this.



LOW WAGES PROBLEM 
(Now)
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BANK FAILURES 
PROBLEM
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INCOME INEQUALITY 
PROBLEM





INCOME INEQUALITY 
PROBLEM



The Great Depression
Herbert Hoover was the president when The Great 
Depression started.
Most citizens blamed Hoover for the crisis.
During  the depression many people lost their
homes and had nowhere to live; so they built shacks 
out of scrap pieces of wood and metal.
These soon became communities where poor 
homeless people lived. 
They were called “Hoovervilles” after Herbert
Hoover. 



I. Measures of income inequality

Gini coefficient - most
prominently used as a
measure of inequality of
income distribution or
inequality of wealth
distribution. It is defined as
a ratio with values between
0 and 1.

Gini = 1 perfect inequality

Gini = 0 perfect equality







quantities of food, shelter, and 
POVERTYclothing that are 

deemed necessary. 
• Poverty is a situation in which a household’s income 

is too low to be able to buy the quantities of food, 
shelter, and clothing that are deemed necessary. 





• According to from Worldbank statistics,17 percent of 
people in the developing world lived at or below 
$1.25 a day in 2011. 

• Poverty is important problem for developing 
countries. 

• Microfinance is one of methods for poverty reduction. 

quantities of food, shelter, and 
POVERTYclothing that are 

deemed necessary. 



CHILD POVERTYdeemed 
necessary. 



POVERTY PROBLEM



quantities of food, shelter, and 
SOLUTIONSthat are deemed 

necessary. 





Why are people excluded from certain financial services?

• Lack collateral or guarantors

• A bad credit history

• Gap in the communication / lack of confidence in the 

Banks

• Doubt of the bank of the repayment capacity 

• Lack of access to financial infrastructure and services in 

remoted areas

WHAT IS THE ALTERNATIVE?

MICROFINANCE

Microfinance



FINANCE MICRO

• Micro-entrepreneurs

• Self-employed 

• Low income populations

• Excluded populations

• Business & educational 

loans

• Savings

• Micro-insurances

• Remittances

• Micro-entrepreneur training

• Coaching & workshops on         

health, hygiene, etc.



Microfinance is a tool against poverty by enabling the beneficiaries to :

• Create sustainable activities to increase their incomes 

• Reduce external shocks

• Improve the living conditions of entrepreneurs and of their families

• Empower people and mainly the women

Microfinance is the offer of financial & non-financial services 

to people excluded from the traditional banking system.

The services are adapted to the needs of the target 

populations

Definition of Microfinance



44

Microfinance ve Microcredit

Microfinance, is banking the unbankables, 
bringing credit, savings and other essential 
financial services within the reach of millions of 
people who are too poor to be served by regular 
banks, in most cases because they are unable to 
offer sufficient collateral. In general, banks are 
for people with money, not for people without. 
And this credits’ name is microcredit.



Yunus and the Grameen Bank

• 1970s: War against Pakistan, flooding, famine

• 80% of the population living in poverty

• Yunus: Economist trained in the US teaching at 
Chittagong University ( southeast Bangladesh)

• 1976: Yunus started a series of experiments lending to 
poor households in nearby Jobra

• Activities financed: rice husking, bamboo weaving

• Finding: poor borrowers without collateral making 
profits and repaying



• Financing out of his own pocket could not meet 
growing demand

• Yunus convinced the Bangladesh Central Bank to 
help him set up a special branch that catered the 
poor of Jobra

• Another trial in Tangail (North Central 
Bangladesh) assured success was not region-
specific

• Grameen went nationwide, village by village, 
thanks to donor agencies: IFAD, Ford Foundation, 
and the governments of Bangladesh, Norway, and 
the Netherlands



Yunus’ 

idea Prof. Muhammed Yunus

Founder of the 

Grameen Bank, 

Bangladesh

How did all start?

On the field Prof. Yunus saw that

• Even poor people and women need loans

• They can have an activity and repay

• Set up financial institutions with                     

a social mission

• Listen to the needs and constraints of the 
excluded & offer them adapted financial tools to 
empower themselves ( solidarity groups)

Spirit: SUSTAINABILITY

Microfinance in the world
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Microfinance in the world

• Grameen Bank was established in 1974 by 
Muhammed Yunus.



MICROFINANCE SECTOR

• Microfinance sector is grown rapidly. 

• Today, around the world approximately 100 
microfinance institutions are in this sector.

• These microfinance institutions have 8,005 
branches and they serve 20,760,000 
people.
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-- Rapid growth



Microfinance in the world

• Grameen Bank-Muhammed Yunus took Nobel Prize 
in 2006



MICROFINANCE 

INSTITUTIONS (MFIs)

(NGO, ASSOCIATIONS & BANKS)

Commercial 

Banks

COMMERCIAL BANKS & 

INVESTMENT FUNDS

FOUNDATIONS & 

DONORS (incl. 

enterprises)

GOVERNMENT 

& LOCAL 

BODIES SUPPORT 

ORANIZATIONS

(e.g. PF)

BENEFICIARIES

Microfinance Institutions



_____________________________________________________

__________________

Why Targeting Women? 

“One billion people in the world are illiterate and two 

thirds of those  people are women.”

- Muhammed Yunus



Group lending methodology

• Key to the success of rapid growth

• Group of potential clients form groups (5 members)

• Loans made to individual participants within the group

• Joint responsibility: if a member defaults all members 
have to pay for her or else the entire group excluded 
from future loans

• Group lending under joint responsibility gives 
costumers incentives to select responsible partners, to 
(peer) monitor, and repay

• A five-member group is in turn part of a larger “center” 
composed of eight groups



Different from traditional credit

http://www.microcapital.org/downloads/resourcepapers/IADB-VillagetoWallStreet.pdf



Under the the Grameen “classic” methodology

Advantages:

• Economies of scale

• “Agency Costs” were reduced as the bank 
delegated screening, monitoring, and loan 
enforcement onto the borrowers via “social 
sanctions”

• Efficiency gains: borrowers faced lower agency 
costs

• Promotion of mutual assistance and solidarity 
(insurance)



Disadvantages

• Group lending under joint responsibility difficult to replicate in 
sparsely populated areas

• “Social sanctions” difficult to impose on close relatives

• Scarcity of much needed  “group leaders”

• Attending frequent repayment meetings time – consuming and 
costly for the borrowers

• Risk aversion

• Scope for collusion undermines the bank’s ability to harness 
“social collateral”

• Too harsh on borrowers as member were experiencing negative 
idiosyncratic shocks  
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Microfinancing Services
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• 10,000 MFIs manage a global portfolio of US$30 

Billions  

• In a range from 150 US$ to 7,000 US$, the average 

loan size is US$ 450

• 150 Mio micro-credit active clients

• 300 Mio micro-saving active clients

• 50 Mio micro-insurance active clients

Sources : CGAP, BIT, Microcredit Summit, PlaNet Finance

Microfinance in the world



COMPARISON OF HUNGARY AND TURKEY
(GDP GROWTH %)
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INNOVATION AND 
ENRPRENEURSHİP











Young People, You Have the 
Power to Change the World

• Young people, technology companies, 
academics and non-profit thought leaders 
were invited to find workable solutions to 
empower the global youth population.

• Young people, you are often heralded as the 
leaders of tomorrow, yet in reality they are 
already leading important change today. 



Thanks for your 

attention


