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Lynn McMullen, Youth
Empowerment Through Business
Opportunity

Rotarian Action Group for Microcredit




How You Can Get Involved . . .

 Join RAGM

e Share this presentation at your next Club
or District event |

 Find other Rotarians that have a passion
for Microcredit and get them engaged

Rotarian Action Group for Microaredit



Microcredit

By Phil Smith
June 16, 2008

Rotarian Action Group for
Microcredit Workshop

Los Angeles June 2008
WWWwW.ragm.org
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A Billion Bootstraps

Microcredit, Barefoot Banking, and the Business Solution for Ending Poverty
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Phil Smith & Eric Thurman

Foreword by Muhammad Yunus, 2006 Nobel Prize winner




About the Poor

o 1 Billion live on less than $1/day
o 2 Billion live on $1-%$2/day
o 1 Billion live on $2-%$4/day

o Virtually all of these 4 billion poor
people live in developing countries



Some Problems of the Poor

o Lack of:
Income to meet needs
A place to save
Education
Good health
Access to infrastructure
Access to markets/suppliers
Access to information
Property rights




Poor Have “Lumpy” Cash Flow Needs

o Businesses
Planting
Harvest
Equipment
o Family
Emergencies and illness
Weddings
Funerals




Sources of Money or “In-Kind”

o Income

O Savings — money, property

o Borrow from family/friends

o Loan sharks

o Aid from governments or NGO'’s
o Self-help groups

o MFI’s (MicroFinance Institutions)



Microcredit

o Provided by MFI’s

Nonprofit or For Profit
3,000 — 10,000 in the world

Source of:
o Loan portfolio capital allocation
o Bookkeeping
o Rules of behavior
o Administration
o Raising more capital




Microcredit

o Typically form borrower groups
Typically 6-10 members

Educate borrowers about borrowing
and rules of behavior

Borrowers cross-guarantee other
members, groups

Borrowers support and discipline each
other

Weekly meetings and public payments




Microcredit

o Typical loan terms
Size: Y4 to 2 of country’s average
Income per capita
Interest rates = Inflation + 10-15%
Consequences:
o Co-guarantors pay for you

o No follow-up loans
o Loss of social status

Collateral — usually none required




Microcredit

o Weaknesses
Complex

High administration costs, so high
Interest rates

Limited locations
Limited capital to loan




Microcredit

o Strengths

Outside capital and knowledge comes
INto community

Recycle of money

Power of regular meetings and
provision of other services




Before You Start

o Who are you trying to serve?

o What are the
requirements/problems/opportunities
of that country?

o Are they rural or urban?

o How are they currently making their
Income?




Before You Start

o What are the priorities of their
needs?

o What is the magnitude of the
project?

o What resources do you have
available?

o What other organizations and
resources can be accessed?

o What iIs your timing?



