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for Enterprise opportunin', and a secror-based group, the National Asso-
ciation of Small Business Administration Microloan Intermediaries. Most of
the programs are supported b' a q.ide range of private foundations, gov-
ernment agencies, financial institutions, corporations, research centers, and
nonprofi t organizations.

To explore the extent to u'hich the manv benefits of the international
microfinance experience can be replicated in the united states, the Fannie
Mae Foundation and the woodro*, wirson International center for
Scholars sponsored a conference, "The Future of Microfinance: Research,
Practice, and Policv Perspectives," on october 1r, 2001. The conference
was designed to explore cutting-edge issues, recent experiences, and lessons
learned both domesticallv and globall,v through a da,vlong conversarion
among leaders in the field of microfinance. A special focus was on chal-
lenges and opportunities fbr increasing scale, outreach, effectiveness, and
sustainabiiitv of microfinance institutions and activities in the United states.
Conference participants included leaders of nationalll, recognized micro_
finance institutions, senior gor.ernment officials, senior foundation execu-
tives, leaders of trade associations and intermediaries, senior executives of
financial institutions and corporations, affordable housing and communrw
development leaders, and distinguished scholars from unir.ersities and re-
search centers. The conference participants are listed in appendix A.

The conference \r'as organized into three sessions: "Microfinance and
Development: The International Experience"; "Microfinance in the united
States: challenges and opportunities"; and "The Future of Microfinance:
Innovations and Interventions." The presentations and discussions con-
trasted the relativelv recent U.S. experience v'ith the international experi-
ence and highlighted the important distinctions between the fwo con-
texts, especially u'ith regard to financia.l infrastructure, markets, popuiations
served, program objectives, and reguiatory environment. The participants
agreed that though there are manv best practices in developing counrnes,
their applicabiliw to the united States is limited given these contextual dif-
ferences, and therefore the united States needs to deveiop its orvn model.
Underlving the conversations r.r,as the belie f that microfinance-though
currentlv limited in scale, scope) and outreach-can fill a niche rvithin
broader povertv alleviation and communitt' development efforts in the
united States. In this direction, a promising trend observed bv partici-
pants is the integration of microfinance programs within larger entities
such as communitv development corporations, communiq, development
credit unions, and other communin,-based organizations. The participants
also expressed curiosi6.and enthusiasm about efforts to incorporate micro-
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MFI, at times the term microfinance is used interchangeably with micro-
enterprise or microcredit.

There is considerable variery in the rvpes of org antzations engaged in
microfinance. One category includes the specialtzed. pror.iders) includirg
nongovernmental organizations and other nonprofits (e.g., ACCION In-
ternational and FINCA USA) that have become commercially susrainable.
Some credit unions, cooperatives, and commercial banks also are engaged
in microfinance and have a tremendous presence in many countries. Ex-
amples of large banks engaged in microfinance include the Bank Rakyat
Indonesia and the Grameen Bank in Bangladesh. In the United Srates, a
hybrid has developed that includes nonprofit communiry-based organrza-
tions that loan funds under various government and private-sector lending
programs. These include community developmenr co{porations, small busi-
ness development corporations, economic development offices) and other
government agencies. Large banks are indirectly involved in the movement
via loan guarantees, backroom services, and donations of capital and time.

A rnicroenterprise (or rnimobusinr-,ss) is a business with capital needs of less
than a given amount and no more than a set number of employees. The
definition is stated in this manner to allow for the differenr rhresholds for
capital and staff requirements of small busine sses that varv both from one
national context to another) as well as over time. According to the Associ-
ation for Enterprise Opportunity, in the United States the maximum
capital need is $35,000 and the maximum number of employees is five.l
According to the Aspen Institute's Self-Employmenr Learning pro ject,2
a microbusiness has a staff of fewer than five people, has had no previous
access to commercial sources of credit, and may require a loan of up to
$15,000 to get started.3 In developing countries, microenterprises are
usually engaged in production-based economic activities such as food pro-
cessing and peff.y trade, whereas in the United States microenterprises can
be found in industries across the board, from manufacturing to services to

l' The U'S. government) the largest supporter of domestic microenterprise activiry,
does not offer a single definition of "microenterprise" bur describes it in t.r-, of particular
programs.

2 ' It was a multiyear rese arch and evaluation effort designed to produce new information
about the field of self-employment and about microenterprise as a po\rerq,-alleviation and job-
creation strategy in the United States. The project tracked the irogress of 405 individuals
who were running microbusiness for a S-year period from f 99l to 1997.

3' For more on this issue) see P.ggy Clark and Am,v J. Ka),s, Enabling Entrepreneurship:
Baseline Tear Report of the Self-Employment Learning Project(Washington, DC: Arp.r, Insti-
tute, 1995 ).
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business practices. In this section) \\'e summ arrze presentations and discus-
sions from the first panel of the conference, in n'hich the panelists and
participants described the k.)' fbatures of the international experience in
microfinance and shared the lessons learned.

Today' there are about 10,000 microfinance institutions in der.'eloping
countries sen'ing about 16 million lon'-income people . The rarget popu-
lation, as \\'as pointed out b)'I.D. Von Pischke of Frontier Finance Inter-
national, includes the "\\,orking poor" (people right above and beloq'the
poverty line), mosth'tvomen u'ho alreadv o\\,n their businesses but do not
have suftrcient access to afficrdable capital. Microenterprise development is
the primarv use of microfinance , follon'ed bv housing, education, and
consumption smoothing. Microfinance has onh' begun to scratch the sur-
face of u'hat is possible. It is estimated that as much as r\\.o-thirds of the
adult population in der,'eloping countries, onlr, 3 to 6 percent of q,hom are
currentlv being served, can benefit from microfinance programs.

The relatir.'e success of the microfinance industrv in developing countries,
in terms of its scale, performance) and outcomes, is to a large extent at-
tributable to the fbllou.irg factors:

o limited a'ailabilin' of commercial capital,
o sizable market demand for microenterprises, and

' sophisticated microfinance infrastructure.

With regard to the limited ar.ailabilitv of commercial capital, commer-
cial credit in der.'e loping countries ir 6,picallv ar.ailable to I or 2 pe rcent
of the population. A large segment of the u'orking poor, especialll, in r.,asr
rural areas in deve loping countrie s, is le ft out of the mainstream banking
system and lacks access to commercial credit. This huge capital gap con-
stitutes unmet demand for credit in these countries and has fueled the
market for microlending. It is the major drivirg fbrce behind the micro-
finance industr\r.

As for the sizable market demand for microenterprises, in der.eloping
countries local economies qpicalh' are based on the principle of import
substitution, therebt' creating a strong market for local producers. As
Bruce Ferguson of the Inter-American Development Bank explained,
"There is a big market for ver\r basic qualitv affordable products that are
locally made ." Further, because regional economies are not q.ell inte-
grated, local economie s can flourish through local production. This creares
significant pent-up demand for capital and market for microenrrepreneurs)
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correspondingly diminished. Linking MFIs to commercial sources of cap-
ital rather than donor funds and grants has revolutromzed the fietd. For
example' ACCION created a bridge fund based on a guarantee fee that
allows smaller MFIs to borrow from commercial lenders against this guar-
antee' thus overcoming the biggest barrier in developing-counrry micro-
finance, which is access to capital and growth of programs.

The third breakthrough, the formalrzatronof microfinance, which is still
going or, reflects the increasitg sustainability and institutionali zatron of
the sector in the international context. Nonprofit microfinance institutions
are transformitg themselves into commercial, regulated banks or finance
companies, and are becoming part of the mainstream financial systems of
their countries. The largest, most successful microfinance programs abroad
are freestandirg, self-sufficient organizations.

These three k.y breakthroughs, though revolutioni zLng microlending
technology, currently apply to only a small number of institutions-about
65 out of approximately 10,000 MFIs worldwide . These 65 institurions,
which control the bulk of global microlending, each year serve half a mil-
lionpeople and lend $650 million, with an average loan size of about $500
to $600.

A major discussion topic at the conference was the extent to which the
ability of microfinance programs in developing countries ro generare sub-
stantial accomplishments both efficiently and cost-effecrively can be suc-
cessfully replicated in the United States. The panelists and participanrs
agreed that, though there are many excellent practices in developing coun-
tries, their applicability in the United States is very limited given that there
are substantial contextual differences governirg the activities of the U.S.
microfinance industry. As Maria Otero told the conference) the major les-
son from the international experience that applies ro rhe United States is
that "low income people, when given the access and opportunity, will take
advantage and improve their lives."

The participants concluded that the United States needs to develop its
own microfinance model, achieve its own breakthroughs, and create its
own best practices in response to its own context. In fact, William Burrus,
the president and CEO of ACCION USA, cautioned the conference
against making casual comparisons, reminding them that whereas interna-
tionally microfinance has a track record of more than a quarter-century, in
the United States it is a relatively nascent industry with about 10 to 12 years
of serious experience. We now turn to a discussion of U.S. microfinance
experience.
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$I5 and $Z+ million. The financial performance of the industry in general
is weak. The best operations consume $t.50 in administrative cosrs for
each $r.00 loaned, and this measure ranges up to $3.60,with an indusrry
average of $2.00. Of 16 microfinance programs surveyed in California dur-
irg L996, 5 were no longer in existence 2 years later.

The SBA's performance expectations are low as well. A lender's per-
formance is not deemed inadequate under the regulations unless they pro-
duce fewer than four loans a year. The chief of the SBA's Microenrerprise
Development Branch, Iody Raskind, pointed out that the total producrion
of SBA-supported microlenders has yet to exceed 2,500 loans a year.s
Compare this with the international experience, where half a million people
are served annually, and where average administrative costs and bad debt
losses combined amount to 20 percent of the value of the total loan port-
folio. Internationally, in the village bank model, a loan officer is not thought
to be productive until he or she has at least I 5 0 borrower clients. One
conference participant reported having met two loan officers who each
routinely served 600 borrower clients. This begins to shed some light on
the differences between microfinance in the United States and in some
developing countries.

Trrends and. Chnllenges for Microf.nnnce

The conference participants identified four broad trends and challenges for
microfinance practice in the United States. In this discussion, major em-
phasis was on the contextual differences between the United States and
developing countries with respect to the financial services industry, con-
sumer markets, and regulatory environments as an explanation for the rel-
atively modest scale of microfinance in the United States., xs well as the
important differences in program design.

The first-and major-challenge facing the microfinance field in the
United States is the lirnited. rnorket d.ernond.forgood.s nnd seyyices prrod.uced. by
rnicroenterprrises.Instead of the vast pools of demand that exist in develop-
itg countries, the United States faces what conference participants referred
to as "puddles of demand." In comparison with 75 percent in developing
countries, only about 5 percent of the U.S. population is self-employed.

5. Flowever, approximately 15,000 jobs have been created or retained as a resuk of the
lending. The microloan portfolios of SBA microlenders musr perform at an 85 percent or
better repayment rate) and most enjoy repayment rates of 92 to 98 percent.
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emphasis on training. The skill sets and therefore the training required to
start small businesses and generate income from self:employment in our
complex, highlv integrated, sen'ice-based econom)' go far beyond those
nee ded to initiate microenterprises in developing countries. As |onathan
Morduch of Nelv York Universit)' pointed out, a lack of trainirg is one of
the core challenges that microfinance programs in the United States haye
been struggling u'ith. In the earlr'\'ears of the I-r.S. microfinance mo'e-
ment, manv thought that it rvould be possible to recover costs u,ith the
assumption that the biggest barrier to becomirg self-emplo),ed \\,as credit.
But many program administrators and field experts have learned that man'
potential entrepreneurs come to microfinance programs needing much more
than credit. Consequentlt', a broader range of sen,ices are being incor-
porated into microfinance programs. One program requires l0B hours of
training in marketing, finance, and sales, along u'ith preparirg a business
plan, as prerequisites to establish eligibilin' to obtain a loan.

The fourth challenge is the need fo, subsidir-;. Successful microfinance pro-
grams abroad are freestanditg and self-sufficient. The interesr rares charged
are quite high in order to cover the cost of operations and transactions. In
the United States, the interest rates charged on credit cards ser\re as an ef-
fbctive microloan interest rate ceiling. At these rares, most U.S. micro-
finance programs cannot achieve sustainabilig, unless they scale Llp to
international standards and increase eftrciencv dramaticallr,. As a result, in
the United States microfinance programs are primarilr, supported bl,
grants and low-interest loans from go\.ernment agencies, private founda-
tions, and other philanthropic entities. Flearr. reliance on subsidies and a
lack of commercial capital limit both the number of programs thar can be
funded and the scope of existing ones.

Opp ot, tuniti es for Mi crofi n nn c e

In spite of these serious challenges, the confbrence parricipanrs agreed that
there are man)' opportunities to advance microfinance practice and im-
prove its scale. Thev identified six opportunities for microfinance practi-
tioners to pursue in drivitg its future growth and deyelopment.

The first opportunif is to serr)e the consu?vler finance needs of the ,rttn-

bnnked. " The limited scale of the microfinance industrv contrasts r,r.ith the
tremendous size of the consumer finance market it can pote ntially se r\re.
Some estimates sugge st that more than 15 million people in the United
States do not have anv relationship u'ith a banking institution. These
consumers relv on high-cost, alternative providers-including pa\\,nshops,
check-cashing outlets, and pavdar. lenders-that are rapidly gro\\.irg in
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Jame s Carr stated that claims of high risk to justifi' this q,pe of usurious
lending are highlv exaggerated, fbr three reasons. First, in the 6 \,ears be-
trveen 1993 and 1999, the number of financial institutions of-ferirg pa)'-
dty loans gre\\'from 300 to 8'000, u.ith projected gro\\'rh of another I,000
lenders during the next 2 \'ears. Second, the most recent data ayailable on
the pavdav lending industrv indicate that the loan loss rare for these insti-
tutions is an extremeh'lol.' l.l to 1.3 percent., n'hich makes it prime credit.
Third, the ar,'erage return on investment for par.dav lending is curren tlt, 25
to 35 percent, rvhich clearlr. makes it a verv profitable enterprise.T

The fourth opportunitv ts socinlll, yttnonsible inttestnt.ent a.s a. new sltlrce
of cnpital. One of the spe akers at the confe rence \\ras Barbara l(rumsiek,
the president and CEO of the Calvert Group, n 57 .5 billion financial in-
termediary in the mutual firnds business. She stated that murual funds are
a sector of the financial sen'ices industr\. that is nou. larger in terms of as-
sets than both the insurance and the banking se ctors. The Calr.e rt Group
is loolcing for wavs to tap into the financial potential of the lo11.er end of
the income spectrum) because through sur\re\rs of their clients, thev haye
discovered that 43 percent of affluent investors, approximarelr, 33 million
Americans) are willing to place some of their monev into sociallv responsible
investme nts.

In response to this grorving interest) the Calvert Group has created the
Calvert Sociallv Responsible Mutual Fund. The Calvert Foundation u.ill
channel 1 percent of the assets of this ne\\r mutual firnd into the kind of
economicallv underserved actir,ities that the microlending industr\r gener-
ally supports. The Calvert Group is not alone among mutual funds in its
efforts to invest in lor.v-income families and communities-it is currentlrr
managitg a similar "private-label" communin, investment initiatiye for an-
other mutual firnd companl,. Also, American E,xpress is investing I percent
of the value of all credit card charges from its Small Business Sen.ices in
microenterprise programs. These are all good examples of leveraging the

Power of major financial institutions to increase the ar..ailabiliw of resources
and economic opportunin, for lou.-income families and communities, creat-
itg the potential fbr e\,'en larger pools of capital to mee r such r.ital needs.

The fifth opportunity rs rnicrffinnnce nnd housing. One of the dominanr
uses of microfinance in der.eloping countries is for the construction of

7 . For a more detaile d treatment of par.dav lending in the United Srate s, see Jean Ann
Fox and Edmund Nlierzu'inski, Rent-a-Bnnk Pny6l6y, Len.ding: Hon, Bnnks He tp Pnydat, Lenders
Evnd.e Stnte Consum'er Protectiotts,200I Pavdav Lender Sun'ev and Report (Washington, DC:
Consumer Federation of America and United States Public Inreresr Research Group, 2001).
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people genuinely to benefit from substantial cost reductions in home pricesl
The Fannie Mae Foundation and USAID have recently initiated a joint re-
search project to investigate this topic.

The sixth opportunity is the lnl1)encent a.wary fro* frreestnnd,ing cred,it-
d.riven MFIs to vnzre integrnted, institutions. A promising trend noted by
participants is the integration of U.S. microfinance initiatives and institu-
tions with broader community development strategies and programs. Un-
like the international model of freestanding, credit-driven models, there is
a growing U.S. trend toward microfinance programs that are nested within
larger entities, such as communiry development corporations) community
development credit unions, and other community-based organizations.

Millard Owens of the Ford Foundation told the conference that this
trend is central to the future success of microfinance in the United States.
F{e emphasized the great potential of microfinance for both consumer
finance and the microenterprise needs of low-income people, and he pointed
out that the field is at a crossroads: "Nearly l5 years of experience in the
United States is ending, and the next growth spurt will require surviving
the scrutiny of funders, policymakers, practitioners) researchers, and advo-
cates. The challenge is in transitioning from marginalization to mainstream.
The next great leap fonvard will require microenterprise to strengthen its
identity and position itself as a partner in the broader world of economic
security programs." In the next section, w€ present policy and research
recommendations that were offered by participants to help make possible
this great leap forward.

The Future of Microfinance:
Innovations and Interventions

In the United States, economic security is viewed as the overarching goal
of microfinance efforts. As such, microfinance leaders are increasingly pro-
moting microfinance as a tool for meeting a variety of consumer needs

aside from its traditional role of microenterprise. As \\,ras expresse d bv
participants during the confcrence, there is growirg interest in explorirg
how microfinance may be used to address the consumer finance needs of
underserved populations in addition to providing microcredit to support
self:employment and microenterprises. A grou.ing number of U.S. micro-
finance programs are becoming integrated with broader communiry de-
velopment strategies and programs.
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should also partner rvith major human services organizations and encour-
age microfinance clients to use these diverse services, rather than trying to
provide for everything in house.

Second, the participants recommended that the f,noncial perforvnance
of rnicrocred.it prograrns should be vnetLsured because it is critical ro build
credibility and gain acceptance from funders, policl.makers, and practi-
tioners. Information on the profitabiliw and overall performance of micro-
loan portfolios is essential to gain greater support for microfinance from
mainstream financial institutions and sociallv responsible inve stors. Cur-
rently, there are very limited data on the financial performance of micro-
finance institutions and programs.

Third, the participants recommended that new lr/ga.nizntional nrrovrge-
rnents in the f'eld of rnicrof,nnnce should be considered to increase efficiencv
and improve cost-effective financial performance. One suggestion is to
consolidate microloan programs and standardrze loan underwriting. Cur-
rently, many disparate loan funds are offered by different microfinance
prograffis, and these could be more efficiently managed if the funds were
pooled together. Only 30 percent of the funds available for loans on aver-
age have been dispersed, and this proportion should be much closer ro
70 percent. Linking microlending capacity more closelv u,irh mainstream
financial institutions is another strategy to explore. This rvould enhance
the sustainabiliry of microfinance interrnediaries, expand capital accessibil-
ity for microenterprise borrowers, and also help strengthen mainstreaming
opportunities for microfinance clients.

Fourth, the participants recommended the depeloprnent of nn ade qunte
institutionnl infrrnstructwre 0n 0t. stntewide bnsis, rn'hich many believe is cru-
cial for the industf),'s future grorn'th in the United States. Recentlv. there
have been some promising developments, including state microenterprise
associations-there are now practitioner-oriented advocacv groups in nearly
two dozen states. These entities are plaving a major role in policy dsvsl-
opment and capacity building within their respective stares. Another new
state infrastructure trend is in the establishment by state governments of
microenterprise intermediaries, which have the abiliry to leverage national
sources of capital with state and local public and privare funds in significant
ways. Examples include the Nebraska Microenterprise Partnership, which
has successfully tripled state microfinance funding during rhe past 3 years.

Fifth, the participants recommended that ruicrof,na,nce leaders should
pnrticipnte in the fed.eral welfnre reforrn discussions in 2002 and explore ways
to incorporate opportunities for social service agencies to connect with the
microfinance industry. Under the current federal r,velfare lar,v (Temporary

THF- :

Assistance for Ne e d)' F:: . -.
not considered as an c ::--- -

quirements. Conscqllc :r:.

and cannot find an)- :.r - r r' -

become an approve ri t,--:. -

eral and state polici'r't'r f r: r -

microenterprise der-e ^,'--. -. - -

able forrn of self:e mri, ,' r- - '

people to escape tionr !. : "r-

to earn a decent fanrr-', ... -
Sixth, the particip;.n:- \ -'

noent policywt,nhe rs 5f .t,'' ;1 .' ,r.'

nnd. welJnre-to -t1, orl: t t: : : : .: : :

nection leaves micrrti.:r.:-. - ,

makers. Some state s ;.i-c .r-.

Texas, both of u'hich : -. .
mately own and ope :;:- . - -.

Seventh, the partic r:.-:.
concerned. with tn i c j', ,_-. 'i; : ' .

nnncinl pinltilitl'" .y)' 
,;t. : '.:

stitution can be e ffic:c:-.: ,- - . -

sustainable. If subsi.i-c - -: 
--

velopment, then fina:r. . -,. ,. - .

viewed as fee s for se rr.-- -. -. 
-

of return on investnre :r: .-.

Detachitg the nrcf,s-.r-'J r'-
cial viability, hou-er c:. .r :,
able for performance c:.: - :

managetnent., nulllb'cr- : -

ice delivery. The se anti , r.. - -

microfinance perfornr:. - -

that the expectation o: -
programs mav not be :c;. - - - -

ernment agencie s ofte :t -::.-
on a long-term and cr):r:.. . '

grant funds operate \\ t:.-.. - .

essentially requiritg nr- -:
income and become se ^:--- - - .

closure.
Eighth, the particrpi.:-.:, :



Jo IEog eql ozrrurxeru ot 'teql papueruruofer stuednn;ed eqr 'qlqBIA

elqlssod areg ro etu',3 elurt t'qt urqlr.^a Sururctsns-Jles eLuoreq pue ;#::t
Jo sefJnos Jleqt ,frs;er1p ot stuerSo;d erueugoJ)nu Suurnba.r ilprfuesse
'Sutpuqg Euro8uo Jo afr{f JEOA- g urnrurxer-u E urqtl!\ a}e;ado spury lue;8

Jo sJapmo;d rqqnd pue ate,tr.ld iuew.srseq Surnurtuof pue tu,ral-8uol E uo
sertlnrtfe leuo\tezrueS-ro ezlplsqns ot tuetJnleJ eJE uJUo sanua8e tuatuuJe
-,ro8 pue suonepunoJ rrdo.rqluepqd teqr ua,rr8 fTJSTTEJJ eq tou [eu sue-l8o-ld

pLrE suountllsut afueugoJrllu JoJ sorprsqns Suro8uoJo uorlclfadxe eqt ter{l
suJefuof pesIEJ stuednn;ed aqI'suortenlena eJuer.u-rog-rad afueugoJfrr.u
otul peterod-roru aq pFoqs sernseeru lueleler rrqto pue esaql 'irarrlap ell
-,\Jes anl]teJJe pue oluetp .rad slsof 'pe,L-ras sluerll Jo Je qrunu 'luaure8eueru

{slJ 'setfuenbuqap ueol 'seter ssol ueol sE qfns ErJatrJr efueru;og.red JoJ elqe
-]unorle sJCW plot{ ot peeu oqt eteurlurle tou seop 'relezrtoq '{rlllgel^ IEII
-ueug Jo IEIfJeIutuof tuo"r3 &Uqeurelsns Jo tuer.uaJnseeur eqt Surqrete6l

'prrder uEIUnq uI tuerulsez\ul uo uJnleJJo
surJel uI psJnsBer.u eq plnor{s 'bnqrurctsns puE 'JfrnJss JoJ saal sE pe,^aer^

eq p1notls suoDntrtsul efueuuoJJrr.u ot efuetsrsse IErruEUg ueqt'luarudolon
-ap ptrder uetunq ur stuaLulsenul sE pap-re8eJ ere sorprsqns JI 'alqeuretsns

igen;aturuof eq tou mrs lad;au.rog;ad q81q E pue tuerfgta aq ueJ uortntns
-ur erueusorrlu E 'sr ter{t !rr&?l?quuxa$ns, to wzp ruo,tt ,r&?l?qaxd /unuau
-{" Io ldatwol aqt fuu.aludas /tapxsuzJ p/nzt/s aluau{onr,ut c/i?&L pau/LaJuzr

as007'txaluol 'S'n aql ur 'leqt pepueruruofeJ stuednn;ed aqr 'qtua,reg
'$gauaq Jraql 8urso1 tnoqtr,tn, sesr-rd,retueoJllu ate.rado pue u.t\o {1areu

-pfal ol stuetdtra.r erEJIea Surlqeur uonelsr8al e^Eq qrqr!\ Jo r{toq 'sexag
pue {as;a{ rnal{ Surpnlfur 'uortfeJrp sF{t ur Sulroru JJE setets eruos 'sJe{Eru

-l.rr1od Flol pue elelsJo sepue8e {rr1od eqtJJo erueugorrnu seleal uortreu
-uor sIL{Uo EurpuetsropunJo {lel e {1ensn'sacLxtaxfiux q"L0&L-01-aau{1ail pua
atuuu{o/tit,Ilt uaauJaq sltxau az7 ruzqa paruinpa aq prun(4s s,taquutrhqod ruaru
-unao?rujq puu aru$ terlr papueuruoror {1;epurs sruednn.led erp '.{r*ls

&r;nras frr.uouofe urc8 pue er.uorul {1puey tu3fop E uJEO ol
osle tnq 'aluelsrsse rrlqnd eleel or {po rou-{r;a,rod tuo'lJ adersa or eldoad
uleuar .ro; {e,u. poo8 ouo sr asudJetueoJ)lw 'luaru,(o1dua-JlasJo r.uJoJ elqe

-tdarre uE sE {-ro8aref r{fJeas qof aqt Japun luaudolenJp asud;atueoJfnu
Surpnpur {q enssr sFIt sserppe {prarlp p1nor{s sre{Erudrrlod etets pue IEre
-pal reqt panS;e ,(larrrsens;ad Lraquazr.-I{le{ 'uondo pa.to,ldde ue euro)eq
sseulsnq u^ro Jreqt SuR.rels seop tuaruioldrua orurl-ilry {ue pug louuef pue
t{rreas qof IEuroJ rlaq] ul IIBJ aldoad reUE {po {puanbasuo3 'stuerua.nnb

-eJ qJJEas qof t;orepueru eq] Japun {lltnre alqr8qa uE sE pereprsuor tou
sI tueuldolarrap asr,rdralueorJnu '(gtwl ro 'sorllue{ {paa51 roJ afuetsrssv

6rtSSNVI{IJOXfIW JO gXTfJifJ EHJ

z("re-rodureJ) 
^trl 

orr'-llr r,^ -:_- _- .-

eql qlp\ tfeuuof ol sJtr _. _-:-: -

s{e.,n a-roldxe pue e00| lr i _ 
. 
: : 

"

p/n}C/S S/LAIAA/ AJttU tt t_t'/ .! _- i | ,; -

's;ee{ g rsed oqt Eur;nl : -. .- ,
gllq^a'drgs;eutred rsi-ii::_ _ -

tueJgruSrs ur spun4 JlE.\.- _ -- -

Ieuorteu e8e;e,\a1 ot .uli.:-: _: . -

Jo stueruuJaroE elEtS .\c - _ r -_

.^AeU Jeqlouv 'sJlPls J.\i_t: _. - _

-lelap {rr1od ur JIOr Jr),p,1. .

{1-reeu ur sdno;8 .irrro \i:: _- r _ .

asud-ralueoJJrlu Jtrts ir. :- - .

eJer{} {puere11 .satct 
s L.: _ _ --

-nJf sr elerlaq .iueLu L{tlli ", :

arunbapu ua lo luatttd,t- .. : _.

SunueeJlsureru uer{r8rrJ*1. * ^ _

-lrqrsselfe letrder plrrdr: .._- _

efuEque plno^\ slql 
._1_l r : -

rueeJlsureru r{t!r\ ^ilesoi: : -; , _

ol JJSOIJ qJn{u aq pTn(r'. -. -

-JOAE UO SUEOI JOJ JIqrT,i ..: , -- -

JJea spury aqt 3r paFr.-,.r _-:

e)uBugoJ)rr.fr lueJe+Jrp ..: _- : _ 
-

-JnJ 'SuBuzluJpurl Lrf rr- -:.-'--- 
-

ol sr uoDsaSSns JUC) --r _.: -_ _

Cruatrg;e aseaJf ur oJ ir-:.!,: .1.:

-a?uurtlu /uuzxjuzrrtUri:,' _i," :.. - :

-oJrnu Jo efueru:o;:ad -:: .- _. . _

-JnJ 'sJolsJAUI alqrsLir-i j.. _

ruou sfuEugoJJrLU JOi _: *: .

-oJ)IruJo efueurJo;Jrd 1-:--- :
-nre;d pue 's-ra1eui.r:, ,_ .- - _-

pllnq ol IEJIIIJf Sr tr f,(i :. :_- *

axuuun,totta{ /a?qLttt! _' ,: _, -- _

of 8ur.,(Jl uutll JeqlEJ 's r --

-Jnofue puB suorlEZrUf -----.;



350 ANt Cnn Talen' Mnrc A. Weiss, nnd Sohini Snrknr

economic security for lorv-income families and communities , closer linknges
rnust be foryed between savings strotegies such ns indipidual developnnent a.c-

counts and rnicroenterprise investrnent opportunities. Robe rt Frie dman,
chair of the Corporation for Enterprise Del'elopment, told the conference
that, for low-income people, personal savings and the sar.ings of familv and
friends are the financial foundations for starting a small business. Currenth,,
the second highest use of individual development accounts is for starting
microbusinesses.

A related, verv important phenomenon based on the federall,v funded
American Dream Demonstration project is that low-income people can
save an average of $25 per week without losing any benefits. The proposed
Savings for Working Familie s Act, if approrre d bv Congress and signe d by
the president, could provide important incentives to help expand the scale
of the savings movement in the United States by creating ar least I million
new accounts worth $ 1.7 blllion for low-income households. Along these
lines, Caroline Glackin, executive director of the First State Communiry
Loan Fund in Delaware) announced at the confcrence that her organrza-
tion is going to implement a pilot project funded b), the Corporarion for
Enterprise Development to put savings and microcredit together in a

comprehensive microenterprise program durirg 2002.

Research Directions

A strong consensus emerged durirg the conference that the microfinance
field can greatly benefit from research to improve its efficiencv and effec-
tiveness, expand the scale of its activities and the scope of its market impact,
and more clearly define and publicize best practices in the U.S. conrext.
Roy Priest, the president and CE,O of the National Congress for Com-
munity Economic Development, told the conference that solid research is

a vital tool for advocating on behalf of microfinance and microenterprise
with business, government, and civic leaders. The participanrs identified
rwo areas of research as the keys to strengthe nirg the ide ntiq' and position
of microfinance in the United States. The first area is improving the eval-
uation of microfinance programs. Several speakers underscored the current
lack of good performance data and emphasized the need to undertake solid
evaluation studies, particularlv to demonstrate the financial viability of
microfinance and to correlate financial performance measures with other
indicators of social outcomes.

The second area is market research. Most participants agreed that there
is a substantial need to obtain better understandirg of the size, structure,
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Moderator: Marc A. Weiss, Woodrow Wilson International Center for

Scholars

Panelists: Robert E,. Friedman) Corporation for Enterprise Development;
Jack A. Litzenberg, Charles Stewart Mott Foundarion; I(aren A.
Mocker, Community Development Financial Institutions Fund, U.S.
Department of the Treasury; Roy O. Priest, National Congre ss for
Community Economic Development

Discussant: William W. Burrusl ACCION USA
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