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Abstract: 

This study examines how microfinance institutions (MFIs) in the United Kingdom have adapted the 

Grameen model within a developed economy, with a focus on the role of institutional entrepreneurship 

in addressing institutional complexity. Using a qualitative approach grounded in critical realism, the 

research draws on five case studies of UK-based MFIs, supported by 11 semi-structured interviews and 

secondary data. The findings show that organisations encountered significant challenges, including 

regulatory constraints, cultural misalignment, welfare policy pressures, and competition from high-cost 

lenders. In response, successful organisations engaged in strategic problem framing, developed 

partnerships, and shifted towards personal lending models to improve operational sustainability. By 

contrast, organisations that remained closely aligned with the original Grameen model or maintained 

rigid organisational identities faced difficulties in adapting to the UK context. The study highlights the 

importance of hybrid organisational approaches that balance social mission with financial sustainability, 

as well as the role of identity transformation and external alignment in shaping institutional outcomes. 

These findings contribute to the literature on institutional entrepreneurship and microfinance by 

demonstrating how global models are reinterpreted and modified within developed institutional 

environments. 
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Introduction 

This study examines how UK-based microfinance institutions (MFIs) adopting the Grameen model have 

responded to the challenges associated with adapting their operational practices and redefining their 

target client groups. In particular, the research investigates the contextual factors that have driven these 

changes, focusing on how institutional entrepreneurs construct problem narratives, mobilise strategic 

partnerships, and reshape organisational identities and visions. The analysis provides a broader macro-

level perspective on how MFIs respond to institutional complexity, while also highlighting the specific 

socio-economic characteristics of the UK context.  

Building on gaps identified in the literature and informed by institutional entrepreneurship perspectives, 

this study investigates how UK-based microfinance institutions adapted Grameen-inspired models 

within a developed economy characterised by regulatory complexity, welfare restructuring, and 

competition from high-cost lenders. 

The study addresses the following research questions: 

1. How did institutional entrepreneurs adapt Grameen-inspired microfinance models within the 

UK context? 

2. What forms of institutional complexity shaped organisational responses and strategic 

adaptation? 

3. How did organisational framing, alliances, and identity transformation influence institutional 

survival and sustainability? 

The paper is structured as follows. The next section outlines the theoretical framework of institutional 

entrepreneurship underpinning the analysis. This is followed by a methodology section describing the 

qualitative case study approach adopted. The results and discussion are organised into five key themes: 

contextual challenges shaping strategic responses; problem framing by MFIs; the formation of strategic 

alliances; the evolution of organisational identities in response to institutional pressures; and 

organisational templates and strategic vision. 

Literature Review 

Poverty continues to represent a significant global challenge, affecting individuals and communities 

across diverse contexts. Microfinance has emerged as a widely recognised mechanism for addressing 

poverty, primarily through the provision of small-scale loans to economically disadvantaged populations. 

This importance was formally acknowledged when the United Nations declared 2005 the International 

Year of Microcredit (Global Development Research Center, n.d.). Further recognition came in 2006 when 
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Muhammad Yunus and the Grameen Bank were awarded the Nobel Peace Prize, highlighting the 

model’s global significance and its potential contribution to poverty alleviation (Nobel Prize, 2006). 

The Grameen model was originally developed by Muhammad Yunus in the 1970s in Chittagong, 

Bangladesh, with the aim of promoting financial inclusion and empowering marginalised communities. 

At its core, the model is based on two key principles: peer group lending and regular weekly meetings. 

Borrowers are organised into small groups, which helps to reduce administrative costs associated with 

loan disbursement, monitoring, and repayment. Weekly meetings, during which repayments are made 

collectively, reinforce accountability, mutual support, and financial discipline (Rogaly & Fisher, 1999). 

A substantial body of research has documented the positive impact of the Grameen model on poverty 

reduction and empowerment, particularly among women (Khandaker, 1998; Hashemi et al., 1996; 

Zaman, 2004; Rahman, 2023). Its replication across multiple regions globally further demonstrates its 

adaptability and widespread appeal (Aghion & Morduch, 2005). 

In the UK, microfinance initiatives inspired by the Grameen model began to emerge in the late 1990s. 

Examples include Street-UK in Birmingham, the Full Circle Fund in Norwich, and the East End 

Microcredit Consortium (EEMC) in London (Copisarow, 2000; Whyley et al., 2001). These initiatives 

sought to improve access to finance for marginalised entrepreneurs. For example, the Full Circle Fund, 

launched by WEETU, focused on supporting women entrepreneurs through group-based lending 

approaches. Similarly, EEMC experimented with innovative organisational structures, including hub-

and-spoke models (Ramsden, 2008). 

Despite these early efforts, many UK microfinance initiatives faced considerable operational challenges, 

leading to mixed outcomes. Some organisations ceased operations, while others evolved into alternative 

forms, such as Fair Finance (Ramsden, 2008). A more recent initiative, Grameen in the UK (GU), 

launched in 2014, also ceased operations by 2018 (BBC, 2018). These varied experiences illustrate the 

complexity of transferring the Grameen model into developed economies and highlight the need for 

deeper analysis. 

Institutional entrepreneurship provides a useful analytical framework for understanding how 

organisations navigate such challenges. Institutional entrepreneurs seek to introduce and legitimise new 

practices by challenging existing norms, forming alliances, and adapting to changing regulatory and 

socio-economic environments (Battilana et al., 2009). Applying this perspective to the UK context allows 

for a deeper understanding of how global models are adapted to local institutional conditions. 

This study therefore contributes to the literature by examining how institutional entrepreneurs interpret 

and respond to the challenges of implementing the Grameen model in the UK. 
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Research Methodology 

This study adopts a qualitative case study approach, which is well suited to exploring complex social 

phenomena within their real-life contexts (Yin & Davis, 2007). Given the nature of the research question, 

the analysis is guided by a critical realist perspective. Critical realism recognises different layers of 

reality, including observable events and the underlying mechanisms that generate them (Bhaskar, 2013; 

Easton, 2010). This perspective enables both causal explanation and interpretive understanding, 

making it particularly appropriate for analysing institutional dynamics. 

Case Selection 

A theoretical sampling strategy was used to select five UK-based case studies (shown in Table 1 below) 

involving organisations that adopted, or were influenced by, the Grameen model: 

Case Study Country Period 

Street-UK UK 1998–present 

EEMC UK 2001–2005 

Full Circle Fund UK 1998–2013 

Project Enterprise UK 1995–2016 

Grameen UK UK 2014–2018 

Table 1: Case Study Organisations Included in the Research 

Primary data were collected through semi-structured interviews with institutional entrepreneurs and key 

decision-makers, chosen for their insights into strategic, operational, and organisational challenges. In 

total, 11 interviews were conducted with founders, directors, and senior executives. In addition, two 

expert interviews were carried out with representatives from Grameen Trust to provide a broader 

perspective on global replication. 

To improve validity and reduce potential bias, interview data were complemented with insights from 

external experts and secondary sources. Interviews lasted approximately 1.5 hours on average and 

were recorded, transcribed, and analysed systematically. Questions were carefully designed to align 

with the research objectives and ensure clarity and relevance (Purdy & Gray, 2009).  
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Data Analysis 

The interview data were analysed using a thematic analysis approach informed by critical realist 

principles. Analysis proceeded through several stages to identify recurring patterns, organisational 

strategies, and underlying institutional mechanisms shaping adaptation. 

First, all interview recordings were transcribed and read repeatedly to achieve familiarity with the data. 

During this stage, initial observations and reflective notes were recorded to identify emerging patterns 

relating to institutional pressures, organisational responses, and strategic adaptation. 

Second, open coding was undertaken using NVivo software. Segments of text were coded according to 

recurring concepts, actions, and experiences identified across the interviews. Examples of initial codes 

included: regulatory constraints, welfare barriers, payday lending competition, borrower relationships, 

organisational legitimacy, identity change, sustainability pressures, and partnership formation. 

Third, related codes were grouped into broader thematic categories through an iterative process of 

comparison across the case studies. This process involved moving back and forth between the empirical 

material, secondary sources, and institutional entrepreneurship literature to refine conceptual 

consistency and ensure theoretical relevance. 

Fourth, themes were reviewed and refined to identify deeper causal mechanisms consistent with a 

critical realist perspective. Particular attention was given to how institutional entrepreneurs framed 

problems, mobilised alliances, negotiated legitimacy, and adapted organisational identities within the 

UK institutional environment. 

Finally, the themes were organised into the five analytical sections presented in the findings: contextual 

challenges; problem framing; alignment with external actors; organisational identity; and organisational 

templates and strategic vision. This process enabled the study to connect empirical experiences with 

broader theoretical concepts associated with institutional entrepreneurship and institutional complexity.  

Overall, this methodological approach provides a robust and context-sensitive basis for examining 

institutional entrepreneurship processes in the UK microfinance sector. 

Results and Discussion 

This section presents the key empirical findings, integrated with theoretical interpretation, to explain how 

institutional entrepreneurs responded to institutional complexity in the UK microfinance sector. 
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The Emerging Context: Rise of Predatory Lending and Welfare-to-Work 

Incentives 

UK microfinance institutions (MFIs) attempting to reproduce the Grameen model faced major obstacles 

arising from two overlapping developments: the expansion of predatory lending and changes in welfare-

to-work policy. Together, these factors created an environment in which MFIs struggled to reach and 

retain their intended client groups. 

A major challenge was the rapid growth of payday lenders and other high-cost credit providers. These 

lenders offered a quicker and less demanding alternative to the structured Grameen-style lending 

process. They typically required limited documentation, provided fast approval, and imposed few checks 

relating to credit history or income. This made them attractive to individuals requiring immediate access 

to money, even where annual percentage rates were extremely high and, in some cases, exceeded 

7000%. 

Interviewees explained that potential borrowers were often reluctant to engage with group-based 

microloans because of weekly meetings, group obligations, and the moral responsibility attached to 

repayment. By contrast, payday lenders offered an individualised and convenient form of borrowing, 

usually requiring little more than basic identification and a bank account. Although the longer-term 

consequences could be severe, many clients prioritised immediate access to cash. 

The visibility and accessibility of payday lenders intensified this challenge. Evidence from the Bureau of 

Investigative Journalism showed that lending outlets were concentrated in deprived areas where 

financial exclusion and economic insecurity were already widespread. For example, Lewisham 

reportedly had 7.6 payday loan shops per 100,000 residents (Warren, 2013), with similar patterns 

observed in Barking and Dagenham. These lenders targeted vulnerable communities through 

aggressive marketing and a strong high-street presence. 

The use of Continuous Payment Authority (CPA) created further concern, as it allowed lenders to 

withdraw money repeatedly from borrowers’ accounts without separate authorisation. This left some 

borrowers without sufficient money for basic living costs. Although the Financial Conduct Authority later 

required lenders to contact borrowers after two failed CPA attempts, borrower trust and financial security 

had already been undermined. 

By comparison, MFIs lacked the scale, marketing capacity, and public visibility needed to compete 

effectively. Their grassroots operations were constrained by limited funding, making it difficult to match 

the speed, convenience, and outreach strategies of payday lenders. 

At the same time, welfare changes created additional barriers. Universal Credit (UC), introduced in 2013, 

aimed to simplify welfare provision and encourage employment, but produced unintended difficulties for 
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low-income entrepreneurs. Its “minimum income floor” assumed that self-employed claimants should 

earn at least the equivalent of the minimum wage. 

This was problematic for individuals with irregular or low income during the early stages of business 

development. Under the previous system, low-earning entrepreneurs could receive support through 

Working Tax Credits. Under UC, however, where income fell below the minimum income floor, benefit 

payments were not increased to cover the shortfall; when earnings rose, support could be reduced 

immediately. This produced an unstable financial environment for micro-entrepreneurs. 

The monthly assessment structure of UC was also poorly suited to small-scale self-employment. Many 

micro-entrepreneurs experience fluctuating income, with stronger months balanced by weaker ones. 

The rigid reporting system did not reflect this pattern and required claimants to attend Job Centre 

appointments, submit business plans, and repeatedly justify their self-employment activity. 

MFI respondents reported that these requirements discouraged many potential clients from pursuing 

self-employment. Fear of sanctions, reduced support, or loss of housing assistance acted as a strong 

deterrent. Although a one-year “Start-Up Period” exempted new self-employed claimants from the 

minimum income floor, commentators such as Dellot (2014) argued that one year was insufficient to 

establish a viable business. 

MFIs also reported that many clients pursued self-employment not primarily for rapid financial growth, 

but for personal development, independence, community participation, or improved well-being. These 

motivations were not adequately recognised within the welfare framework, disadvantaging enterprises 

that offered social or personal value but limited immediate financial returns. 

Evidence from Citizens Advice pointed to a gap between interest in self-employment and actual 

participation. While 40% of the UK workforce reportedly expressed a desire to work for themselves, only 

15% were self-employed (Citizens Advice, 2015). Reports from the TUC and others further indicated 

that average earnings among the self-employed had declined, reinforcing concerns that self-

employment was becoming a less viable route for working-class economic advancement (Patterson, 

2014; TUC, 2018). 

Taken together, predatory lending and restrictive welfare policy created a difficult environment for MFIs. 

Instead of supporting marginalised individuals through responsible finance and entrepreneurship, the 

wider institutional setting often pushed them either towards exploitative borrowing or away from self-

employment altogether. As a result, institutional entrepreneurs leading UK Grameen-inspired initiatives 

modified their operational strategies, with some shifting towards underserved migrant communities and 

others developing alternative lending models. However, broader structural barriers remained 

unresolved, limiting the effectiveness of microfinance as a poverty-alleviation tool in the UK. 
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From an institutional entrepreneurship perspective, these conditions demonstrate how broader 

structural forces constrained organisational agency while simultaneously creating opportunities for 

strategic adaptation. Institutional entrepreneurs were therefore required not only to deliver financial 

services, but also to reinterpret the purpose and delivery mechanisms of microfinance within a 

developed institutional environment. The findings illustrate the interaction between institutional 

complexity and organisational adaptation, highlighting how external pressures shaped both strategic 

direction and operational legitimacy. 

Field Characteristics and Problem Framing 

Institutional entrepreneurs influence organisational fields through the ways they define problems and 

present solutions. Battilana et al. (2009) identify three forms of framing: diagnostic framing, which 

highlights weaknesses in existing arrangements; prognostic framing, which presents alternative 

practices; and motivational framing, which gives stakeholders reasons to support change. These forms 

of framing shape legitimacy and organisational strategy, particularly in emerging or changing fields. 

These processes were evident in the UK microfinance context. Diagnostic framing enabled 

organisations to present financial exclusion as an urgent local problem. EEMC and related organisations 

in London’s East End highlighted the lack of entrepreneurial finance among women and ethnic minority 

communities. Similarly, WEETU framed poverty through the “feminisation of poverty”, linking women’s 

disadvantage to labour market inequality, weak networks, inadequate training, and limited access to 

finance. Its Full Circle project was positioned as a response to the marginalisation of women in Norwich 

and surrounding areas (Pearson and Watson, 1997). 

Street-UK adopted a different diagnostic frame. Rosalind Copisarow argued that microfinance in 

developed economies should not be understood primarily as a response to absolute poverty, as in many 

Global South contexts. Instead, she framed it as a mechanism for helping small businesses become 

viable and supporting individuals in the informal “grey” economy to enter the formal mainstream 

economy (Copisarow, 2000). This shows how institutional entrepreneurs adapt global models by 

redefining problems in relation to local conditions. Copisarow also used prognostic framing by identifying 

areas in which mainstream financial institutions failed micro-entrepreneurs, thereby legitimising Street-

UK. Motivational framing appeared in her emphasis on borrower benefits, including confidence, skills, 

networks, and her reference to previous success with Fundusz Mikro in Poland. 

As the field developed, high-cost lending and the difficulties of transferring the Grameen model 

encouraged strategic shifts. Goodrick and Salancik’s (1996) idea of the “specificity of logics” is useful 

here. Where institutional logics are clearly embedded, organisations have limited room for manoeuvre; 

where they are less developed, there is greater scope for innovation. During the late 1990s and early 

2000s, the UK community finance field was still weak, fragmented, and not yet strongly institutionalised 
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(Lawrence et al., 2002; Maguire et al., 2004). Unlike Bangladesh, where the Grameen model offered a 

clearer template, UK actors operated in a more uncertain field and had to experiment. 

Some UK microcredit initiatives, including Street-Cred, were unable to reproduce important elements of 

the Grameen model, such as borrower self-selection. This weakened repayment performance and 

undermined sustainability (Kalam, 2021). Over time, organisations adjusted their framing and strategic 

direction. Fair Finance, led by the former EEMC administrator, moved away from a primary focus on 

entrepreneurial lending and repositioned itself around predatory lending. It began providing personal 

and business loans at fairer rates, reflecting stronger demand for personal credit and the need for 

support services such as advice and training. 

Relationship-based lending also became important. Fair Finance limited the number of clients managed 

by each loan officer and discouraged excessive caseloads. This contrasted with conventional banking 

models prioritising scale and efficiency. The aim was to maintain close client relationships while seeking 

financial sustainability. 

Street-UK followed a similar path by moving towards personal lending products designed to protect 

clients from exploitative lenders. It also strengthened risk management and delinquency controls, 

helping to improve repayment performance and organisational growth. Street-UK diversified through 

initiatives such as StreetServe, a financial software service for other CDFIs, which contributed to its 

sustainability. 

These shifts can be understood through DiMaggio and Powell’s (2002) concept of mimetic isomorphism, 

whereby organisations imitate perceived successful models under uncertainty. GU sought to reproduce 

Grameen’s peer group lending model in the UK. However, legal advice prevented gender-specific 

marketing, creating a departure from the original Grameen emphasis on women’s empowerment 

(Kabeer, 2009; Armendariz & Morduch, 2010). Although gender-neutral provision was legally compliant, 

it risked obscuring continuing gender inequalities, echoing concerns raised by Okin (1989), Bubeck 

(1995), Folbre (2001), and others about “false gender neutrality”. 

Organisational status also affects responses to complexity. High-status or central organisations are often 

more visible and experience stronger institutional scrutiny (Den Hond & De Bakker, 2007; Greenwood 

et al., 2011). Although Grameen possessed substantial global recognition, the UK case organisations, 

including GU, remained relatively peripheral locally. Their modest outreach offered some protection from 

scrutiny but restricted access to resources and influence. 

Overall, the UK microfinance field shows how field characteristics and problem framing interact. Early 

attempts to apply the Grameen model faced difficulties because of inaccurate assumptions about 

demand, the need for complementary support services, and the challenge of transferring practices 

across different institutional settings. Over time, organisations reframed their missions in response to 
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market conditions, shifting from entrepreneurial lending towards personal lending aimed at combating 

predatory credit. Adapting Grameen to the UK therefore required not only technical modification, but 

sustained strategic and rhetorical work. 

These findings reinforce the central argument of institutional entrepreneurship theory that organisational 

actors actively construct meaning and legitimacy through framing processes. Rather than mechanically 

transferring the Grameen model into the UK, institutional entrepreneurs selectively interpreted local 

problems and adapted organisational narratives to fit changing institutional conditions. Strategic 

reframing therefore became a mechanism through which organisations attempted to maintain legitimacy, 

attract support, and sustain operations within a fragmented and uncertain field. 

Alignment of Interest With External Actors 

Battilana et al. (2009) argue that institutional entrepreneurs must mobilise allies and secure support to 

achieve transformative change. The trajectories of EEMC, Fair Finance, Street-UK, WEETU and GU 

show that relationships with external actors — development organisations, financial institutions, 

philanthropic foundations, government bodies, and social enterprises — were central to their 

development. However, aligning interests often required negotiation, strategic adjustment, and changes 

to organisational models. 

Faisel Rahman, the driving force behind EEMC and Fair Finance, illustrates the importance of coalition-

building. Initially, he collaborated with the Environment Trust in East London, motivated by the relevance 

of the Grameen model to the UK. With no external funding, Rahman used £4,000 from his own credit 

card to initiate lending, forming four borrower groups and establishing an early performance record. This 

enabled him to build a consortium of welfare-oriented development organisations, including Account 3, 

a women-focused enterprise agency seeking microloan provision. 

Rahman later secured £50,000 from Cityside SRB5 and persuaded NatWest to provide £20,000 from 

its community fund bond. This enabled NatWest to meet corporate social responsibility objectives while 

supporting local development. Additional backing came from the Phoenix Fund, which aimed to address 

exclusion in deprived communities. However, weak performance across pilot projects and the closure 

of the Phoenix Fund in 2006 reduced available support (Brown and Nissan, 2007). 

In response, Rahman established Fair Finance, initially relying on personal funds, friends, family, and 

small grants to demonstrate impact. From 2008/09, the organisation pursued commercial lending to 

scale operations and social investment to support growth and working capital. Partnerships with 

commercial banks were challenging, as banks had to acknowledge service gaps while engaging with 

an unproven social business model. Barclays and RBS, for example, declined to provide support in 2011 

(Wilson, 2011). 
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Despite these setbacks, Fair Finance eventually secured a £3 million funding package, including £1 

million in debt financing underwritten by Santander and additional support from BNP Paribas and 

Société Générale. This was described as the first commercial microfinance deal of its kind in Western 

Europe (BNP Paribas, 2011). A key factor was Fair Finance’s commitment to a sustainable business 

model. As Société Générale’s UK country officer Ian Fisher noted, reliance on grants alone would limit 

growth, making sustainability essential (Société Générale, 2011). 

An important part of the funding structure was £750,000 of “patient capital” from social investors. This 

absorbed operational costs and potential loan defaults, reducing risk for commercial lenders. Investors 

were motivated by social impact and a capped financial return of approximately 5% annually, reflecting 

an interest in recycling philanthropic capital (Cheng, 2011). 

This blended model allowed Fair Finance to engage both commercial and socially motivated investors 

without compromising its mission. Rather than marginally undercutting competitors, Fair Finance set its 

interest rates well below those of high-cost lenders (Hawkins, 2014). It also emphasised transparency, 

becoming the first UK CDFI to publish detailed online disclosure reports (Fair Finance B, 2020). These 

practices enhanced credibility and supported partnerships with organisations such as the Environment 

Trust and EastendHomes. Initiatives such as Money Matters, combining debt advice and rent 

counselling, reflected a hybrid model integrating social objectives with revenue-generating activity. 

Street-UK similarly recognised the importance of strategic partnerships. In 1999, Rosalind Copisarow 

secured a £1.3 million grant from the Esmée Fairbairn Foundation by aligning Street-UK’s aims with the 

foundation’s focus on sustainability and social benefit (Esmée Fairbairn, 2020). The Phoenix Fund also 

provided support. In 2002, Street-UK established StreetLab, a research and policy initiative developed 

with Community Links and the Inland Revenue to examine barriers to moving from informal to formal 

economic activity. 

However, not all initiatives were sustainable. StreetLab was eventually discontinued due to high costs 

and reliance on internal cross-subsidies. Street-UK also developed partnerships with organisations such 

as Pertemps Employment Alliance, although tensions emerged as the limitations of the Grameen model 

became clearer. Its ambition to expand nationally was sometimes viewed negatively by other CDFIs, 

limiting collaboration. 

Nevertheless, Street-UK used its operational experience to develop StreetServe, a back-office service 

for other CDFIs covering credit assessment, loan disbursement, and portfolio management. This 

innovation addressed sector-wide operational challenges and became an important income source. 

WEETU faced similar challenges in developing Full Circle. Founder Erika Watson initially struggled to 

secure funding for unsecured lending, seen as high risk at the time. Eventually, £80,000 was raised 

through community funds, NatWest support, the European Social Fund, and the Phoenix Fund. A 
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partnership with the Women’s Self Employment Project in Chicago provided inspiration and practical 

guidance (Pearson, 1998). Loan administration was outsourced to the Charities Aid Foundation, while 

business support was facilitated through networks such as the Enterprising Women’s Network. 

WEETU also developed collaborations such as Childminding Matters, which provided loans covering 

registration costs for childcare providers. However, long-term sustainability remained dependent on 

partnerships, networking, and dissemination of peer-lending toolkits. Uptake of these toolkits was 

limited. Although WEETU later secured Barclays Community Fund support to shift towards individual 

lending, client debt aversion and changing funding priorities constrained its reach (Transact.org, 2013). 

Increasing emphasis on large-scale delivery and payment-by-results frameworks disadvantaged 

smaller, locally embedded organisations, while disagreements over performance measurement created 

tensions with funders. 

GU’s association with the Grameen brand and Professor Yunus provided early legitimacy and access 

to prominent partners. Yet securing commercial bank support proved difficult, particularly during 

economic uncertainty. Tesco Bank eventually provided funding, technical and compliance support, and 

savings products for clients, aligning corporate social responsibility with GU’s mission. This facilitated 

collaborations with RBS, Glasgow Caledonian University, and Clifford Chance. 

Additional funding came from the Whole Planet Foundation, which provided £50,000 in the first year and 

£100,000 in subsequent years, alongside support from the Gloag Foundation and the Moffat Foundation. 

Charitable organisations working with refugees and asylum seekers also referred clients, reflecting GU’s 

migrant client base. 

Institutional entrepreneurs must manage both supportive stakeholders and potential resistors. As Scully 

and Creed (2005) note, relevant field actors must be identified. Although GU did not always encounter 

direct opposition, it often faced reluctance from established organisations to refer clients, limiting access 

to beneficiaries. 

Narrative construction and theorisation helped establish legitimacy (Morrill & Owen-Smith, 2002; Zilber, 

2007; Greenwood et al., 2002). GU drew on Professor Yunus and the success of Grameen in 

Bangladesh to promote microfinance in the UK. The message that people in poverty are creditworthy 

resonated with organisations focused on social inclusion. 

Legitimacy was therefore central to aligning interests and securing resources. Following Suchman’s 

(1995) definition, legitimacy refers to the perception that an organisation’s actions are appropriate within 

socially constructed systems of norms and values. For new organisations such as GU, legitimacy helped 

overcome the “liability of newness” (Freeman et al., 1983; Stinchcombe, 1965). However, legitimacy is 

not fixed. In GU’s case, early recognition was later undermined by operational difficulties and 

inconsistencies, contributing to its closure in 2018. 
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The findings also demonstrate that institutional entrepreneurship involves ongoing political and relational 

work. Institutional entrepreneurs were required to negotiate between social objectives and commercial 

expectations while simultaneously maintaining legitimacy across multiple stakeholder groups. Coalition-

building, theorisation, and strategic partnership formation were therefore not peripheral activities, but 

central mechanisms through which organisations attempted to secure survival and institutional 

influence. 

Identity 

Organisational identity plays a central role in how institutions respond to complexity and maintain 

relationships with stakeholders (Rao et al., 2000; Glynn, 2008). It is commonly understood as a set of 

claims locating an organisation within recognised social categories (Greenwood et al., 2011). Collective 

or institutional identity relates to affiliation with a wider category, while organisational identity reflects 

how a specific organisation defines itself within that category (Glynn, 2008; Kodeih & Greenwood, 2014). 

For the UK organisations examined, the dominant institutional identity was that of a Community 

Development Financial Institution (CDFI). This label covers organisations providing responsible financial 

services to underserved populations. Membership of the sector’s representative body, formerly the 

Community Development Finance Association and now Responsible Finance, provided access to 

funding, policy engagement, networks, and legitimacy. This contrasts with the Grameen model in 

Bangladesh, more narrowly defined as an MFI focused on microenterprise finance. 

The UK community finance sector experienced tensions over how this identity should be defined. The 

rebranding of the CDFA to Responsible Finance illustrates this shift, as the original terminology did not 

fully convey the sector’s purpose or scope (Sharman, 2015). Definitions of CDFIs evolved from 

emphasising entrepreneurial finance for community development to a broader conception including 

financially excluded individuals, social mission, transparency, personal lending, business lending, and 

support services (Responsible Finance, 2025). 

This evolving definition reflects the experience of several UK microfinance organisations, which shifted 

from entrepreneurial lending and regeneration towards broader financial inclusion and responses to 

predatory lending. Initially, these organisations positioned themselves as innovative CDFIs applying the 

Grameen model to business loans. WEETU’s Full Circle project adopted a more specific identity by 

focusing almost exclusively on women, reflecting both Grameen’s emphasis on female borrowers and 

concerns about women’s unemployment in the UK. 

During the late 1990s, the Labour government’s focus on regeneration created a supportive 

environment. Funding programmes such as the Phoenix Development Fund encouraged organisations 

to frame themselves as agents of local economic renewal, aligned with policy goals around 
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entrepreneurship and welfare reduction (Affleck & Mellor, 2006). However, as sustainability challenges 

became clearer, many organisations repositioned themselves as responsible finance providers, 

emphasising fairness, transparency, and client protection. 

Street-UK illustrates this shift. Its original mission focused on supporting excluded micro-entrepreneurs, 

captured in the idea of “helping those who wish to help themselves.” Over time, this evolved into a 

broader commitment to tailored financial services for individuals experiencing financial exclusion. 

Growing demand for personal lending, especially in response to high-cost credit, enabled Street-UK and 

Fair Finance to broaden their identities and strengthen partnerships with local authorities, housing 

providers, and other stakeholders. 

Organisational naming also signalled identity. WEETU’s Full Circle project remained closely associated 

with its parent organisation and gender-specific focus, making it harder to transition fully towards 

personal lending and broader outreach. Although Full Circle later attempted to move from group to 

individual lending, its established identity as a women-focused initiative limited the effectiveness of this 

shift. In contrast, EEMC’s looser consortium structure allowed successor organisations such as Fair 

Finance greater flexibility to redefine their mission. 

GU adopted a hybrid identity. It aligned itself with the CDFI sector and viewed Responsible Finance 

membership as a route to legitimacy and funding, but also maintained a strong association with the 

Grameen model. GU positioned itself as one of the few UK organisations implementing peer group 

lending to address financial exclusion, offering loans without conventional credit scoring. Although loans 

were made to individuals, group dynamics were expected to encourage mutual support, reflecting core 

Grameen principles. 

However, GU’s direct association with the Grameen brand also created constraints. The Grameen name 

conferred status and visibility but increased pressure to adhere closely to the original model, particularly 

group lending. This reduced its ability to adopt more flexible approaches, such as personal lending, as 

other UK CDFIs had done. GU’s inclusion of both male and female clients also diverged from the female-

centred focus of the original Grameen model, potentially weakening its alignment with stakeholders and 

beneficiaries. 

The strong reputation of Grameen and Professor Yunus helped GU secure early funding and 

partnerships. However, this initial advantage did not translate into long-term success. GU faced many 

of the same institutional challenges as earlier UK initiatives, limiting its ability to sustain operations 

(Kalam, 2021). 

From the perspective of institutional entrepreneurship, organisational identity functioned as both a 

resource and a constraint. Strong institutional identities initially enhanced legitimacy and stakeholder 

recognition, yet rigid attachment to specific organisational templates limited strategic flexibility in 
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changing environments. The findings therefore support the argument that institutional entrepreneurs 

must continuously renegotiate identity in response to evolving institutional pressures. 

Overall, organisational identity in the UK microfinance sector proved fluid and responsive. While strong 

initial identity helped organisations secure legitimacy and resources, long-term sustainability depended 

on the ability to adapt to changing market conditions, funding environments, and stakeholder 

expectations. 

Organisational Template and Strategic Vision 

The strategies adopted by UK microfinance organisations can be positioned along a continuum from 

Institutionist approaches, emphasising market logic and financial sustainability, to Welfarist approaches, 

prioritising social welfare and community development. The organisational templates and strategic 

visions across the case studies evolved in response to institutional pressures, funding conditions, and 

practical experience. 

EEMC and its affiliated organisations initially operated with a strongly Welfarist orientation, focusing on 

social impact and relying heavily on external funding. Their activities centred on financial inclusion and 

support for disadvantaged groups, particularly women and ethnic minority communities. Following the 

withdrawal of key support, especially the Phoenix Development Fund, EEMC’s successor organisation, 

Fair Finance, had to adapt to remain viable. It developed a hybrid model combining operational efficiency 

and financial sustainability with Welfarist objectives centred on financial exclusion. Positioning itself as 

a social business, Fair Finance adopted the idea of a “non-loss, non-dividend” organisation, reinvesting 

surpluses to expand social impact (Yunus, 2009). 

This transformation was most evident in Fair Finance’s lending model. Moving away from group lending, 

it introduced personal loans in response to stronger demand for accessible and flexible credit. Personal 

lending proved easier to administer and scale, improving both viability and outreach while remaining 

aligned with social objectives. 

From the outset, Street-UK pursued a more Institutionist strategy. Its ambition was to establish a self-

sustaining national institution, initially targeting 20,000 clients and £40 million in lending within seven 

years. These objectives proved unrealistic given institutional and market constraints. Street-UK’s higher 

loan size — around £2,000 compared to approximately £500 offered by more Welfarist organisations 

such as EEMC, Street-Cred, or Full Circle — reflected a focus on economies of scale and reduced 

administrative costs. 

Despite this approach, Street-UK’s early group-lending initiatives were unsuccessful. Low lending 

volumes and insufficient fee income created reliance on subsidy (Kalam, 2021). In response, Street-UK 

shifted towards personal lending products, particularly to compete with high-cost payday lenders. The 

https://doi.org/10.51137/wrp.ijarbm.760
http://www.wr-publishing.org/


International Journal of Applied Research in Business and Management (ISSN: 2700-8983) 

Volume: 07 Issue: 05 Year: 2026 

https://doi.org/10.51137/wrp.ijarbm.760   

 

 

 

 

Discover publication opportunities: 
www.wr-publishing.org 

expansion of this market highlighted unmet demand for accessible, responsible credit. Influenced partly 

by Moneyline, both Street-UK and Fair Finance adopted transparent pricing, straightforward repayment 

structures, and clear comparisons with high-cost lenders, while rejecting hidden charges and compound 

interest. This reflects isomorphic behaviour (DiMaggio & Powell, 2002) in both product design and 

business practice. 

WEETU’s Full Circle project represents a more clearly Welfarist model. Its primary aim was women’s 

long-term empowerment through social collateral and reduced welfare dependency. Sustainability was 

understood less in financial terms than as the ability to move clients away from state support. Over time, 

WEETU recognised that financial self-sufficiency was not achievable within its model and promoted 

“mission-driven sustainability” based on social impact and outreach (Flemons, 2008). While this 

appealed to value-aligned partners, it conflicted with funders’ increasing preference for measurable 

outcomes and payment-by-results frameworks. As funding shifted towards larger providers, smaller 

locally embedded organisations such as Full Circle struggled to compete, and WEETU’s training and 

support activities were eventually discontinued. 

In contrast, Street-UK and Fair Finance moved more decisively towards a Financial Systems or 

Institutionist model. By focusing on personal lending and sustainable operations, they responded to 

growing demand while maintaining core social objectives such as fair pricing and transparency. This 

shift enabled them to address predatory lending while expanding their activities. 

GU also sought to operate within a hybrid framework, balancing poverty alleviation with financial 

sustainability. It aimed to reach approximately 1,350 clients within four years and cover operational costs 

through its activities. Its interest rates, ranging from 17.95% to 23.95%, were set below those of 

subprime lenders, reflecting an attempt to combine cost recovery with social objectives. However, its 

strict adherence to peer group lending limited adaptation to the UK context. Regulatory constraints, 

including restrictions on gender-specific targeting under equality legislation, further constrained 

operations. 

In practice, GU’s client base consisted largely of migrant and ethnic minority communities, rather than 

the wider Scottish population initially targeted. Its institutional positioning was also unclear, as it did not 

fully align with either conventional banking or established CDFI frameworks. Strict consumer protection 

regulations limited community-based outreach methods central to the Grameen model. Restrictions on 

home visits, introduced to prevent predatory lending, reduced opportunities to build trust and social 

relationships, while legal constraints prevented women-only provision despite evidence supporting such 

targeting in specific contexts. 

These constraints meant that, despite grants and in-kind contributions such as office space, GU was 

unable to achieve long-term sustainability and ceased operations in 2018 (Kalam, 2021). Other 
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organisations, including Street-Cred and WEETU Full Circle, also struggled where they remained closely 

aligned with Welfarist models and dependent on external funding. Without operational adaptation, they 

found it difficult to survive changing funding environments. 

The strategic trajectories of UK microfinance organisations reflect adaptation shaped by funding 

conditions, policy frameworks, market dynamics, and institutional complexity. The most resilient 

organisations successfully combined Institutionist and Welfarist principles, balancing financial 

sustainability with social mission. These experiences highlight the challenges of operating hybrid 

models, navigating regulation, and maintaining both social impact and economic viability in a complex 

environment. 

Overall, the findings suggest that successful institutional entrepreneurship within the UK microfinance 

field depended less on strict replication of the original Grameen model and more on the ability to develop 

hybrid organisational forms responsive to local institutional realities. Institutional adaptation therefore 

emerged as a dynamic process involving negotiation between social mission, financial sustainability, 

legitimacy, and regulatory compliance. 

Conclusion 

In summary, microfinance institutions (MFIs) in the UK encountered significant institutional challenges 

when attempting to implement the Grameen model within a developed economy. Early initiatives faced 

substantial difficulties in sustaining group-based lending, particularly in a context increasingly dominated 

by high-cost, predatory credit providers. This environment prompted a strategic reorientation among 

several organisations, shifting from Grameen-style entrepreneurial lending towards the provision of 

personal loans. Those organisations that were able to survive and expand, such as Street-UK and Fair 

Finance, increasingly adopted a financial systems approach grounded in market logic, with a strong 

emphasis on operational sustainability. 

The analysis also shows that organisations initially relied on diagnostic framing to define financial 

exclusion, often linking it to issues such as the feminisation of poverty or limited access to 

entrepreneurial finance for women. Prognostic framing was then used to propose new institutional 

solutions. As the market context evolved, however, these organisations reframed the core issue, 

presenting financial exclusion as a consequence of exploitative and predatory lending practices. This 

reframing provided a strong justification for the transition towards personal lending as a mechanism for 

reducing borrower vulnerability. 

Organisations that were able to grow and endure did so largely by aligning more closely with market-

oriented principles and prioritising sustainable business models. This strategic orientation made them 

more attractive to social investors and external partners, facilitating the development of stronger 
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alliances. At the same time, the institutional identity of the sector evolved in response to changing 

conditions. Organisations such as Street-UK and Fair Finance successfully adapted their identities and 

mission statements to reflect new strategic priorities, while maintaining their core commitment to 

responsible, community-focused finance. 

In contrast, WEETU and its Full-Circle project did not make a sustained transition towards personal 

lending and ultimately ceased operations in a more restrictive funding environment. Although WEETU 

attempted to introduce individual lending at a later stage, its deeply embedded organisational identity — 

centred on gender and the goal of addressing female poverty — limited its ability to adapt fully. Its 

conception of sustainability, defined in terms of long-term empowerment and social impact rather than 

financial self-sufficiency, proved less persuasive to funders as institutional conditions became more 

demanding and initial novelty diminished. 

The expansion of predatory lending in the UK further highlighted the importance of CDFIs such as Fair 

Finance and Street-UK, which continued to offer transparent, accessible, and ethically grounded 

alternatives. Recognition through awards and public acknowledgement reflects their role in protecting 

vulnerable borrowers. Growing public and media criticism of payday lenders eventually led to regulatory 

interventions by the UK government, including caps on borrowing costs and stricter affordability checks. 

These measures contributed to a decline in the number of payday lenders and the collapse of several 

major firms, including Wonga. 

Despite these regulatory developments, demand for short-term, high-cost credit remains significant, 

particularly in the context of rising living costs. There is increasing concern that, in the absence of 

accessible and responsible alternatives, some individuals may turn to unregulated or illegal lenders, 

exposing themselves to further risk. In this context, CDFIs such as Fair Finance and Street-UK continue 

to play a critical role in addressing gaps in the credit market. However, their operational models — often 

reliant on physical branches and personalised services — require ongoing financial and policy support 

if they are to compete effectively with larger commercial and digital providers. This underlines the 

importance of not only regulating high-cost lenders but also actively supporting the development of 

responsible community finance institutions. 

GU’s experience further illustrates the challenges of adapting the Grameen model within the UK context. 

Its ability to adjust framing and organisational identity was constrained by its strong association with the 

parent Grameen organisation. Regulatory, cultural, and operational limitations restricted its capacity to 

modify its model, particularly in relation to gender targeting and delivery mechanisms. In its early stages, 

GU was able to build alliances and attract support, largely due to the global reputation of the Grameen 

brand and the personal legitimacy of Professor Yunus. However, as the organisation matured, the need 

to demonstrate tangible outcomes — such as repayment performance, outreach, and measurable 
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impact — became increasingly important. As Meyer and Rowan (1991) suggest, organisations may 

initially benefit from moral legitimacy based on mission and intent, but must ultimately establish 

credibility through demonstrated results. 

Assessing social impact is inherently complex, particularly where outcomes are difficult to measure. In 

such situations, stakeholders often rely on procedural legitimacy, evaluating whether organisational 

processes and practices are robust and aligned with recognised standards. In GU’s case, adherence to 

the peer group lending model provided a degree of procedural legitimacy. However, contradictions within 

its strategic positioning — such as the adoption of a gender-neutral approach due to legal constraints, 

despite the female-focused origins of the Grameen model — created additional challenges. Combined 

with regulatory restrictions, cultural misalignment, and limited evidence of strong repayment and 

outreach outcomes, these factors weakened both procedural and consequential legitimacy, ultimately 

contributing to GU’s closure in 2018. 

Overall, the UK experience of Grameen-inspired microfinance highlights the need for continuous 

adaptation in organisational framing, strategic direction, and identity. Organisations that achieved a 

degree of success were those that were able to realign their strategies towards sustainability, reinterpret 

their core missions, and build effective partnerships with key stakeholders. Nevertheless, enduring 

challenges — including regulatory constraints, competitive pressures, evolving funding expectations, 

and contextual differences — emphasise the need for ongoing policy support and innovation within the 

community finance sector if viable alternatives to predatory lending are to be maintained and expanded. 

The study contributes to institutional entrepreneurship literature by demonstrating that the transfer of 

global social innovation models into developed economies requires substantial institutional 

reinterpretation rather than simple replication. The UK experience suggests that organisational survival 

depends on the ability to balance social legitimacy with operational sustainability while adapting 

strategically to local institutional conditions. The findings also contribute to debates surrounding hybrid 

organisations, institutional complexity, and the role of community finance within advanced capitalist 

economies. 
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