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Executive Summary

Micro credit represents a significant policy innovation. It is a direct investment in individuals and
communities, recognising their ability to drive economic and social change. This report has been prepared
to help governments understand and encourage the use of micro credit as a tool to enhance economic
engagement opportunities for low-income women in Australia, with flow-on benefits to children and families.

Micro credit is defined simply as small-scale credit, most typically for less-advantaged individuals. In
practice, however, ‘micro credit’ in the international context is most frequently used to refer to credit
provided specifically for the purpose of starting or developing an economic activity or ‘enterprise’. This
differs in emphasis from consumer micro credit (e.g. for the purchase of household goods) or small-scale
financial services broadly (‘microfinance’). Our study highlighted that micro credit in developed economies is
not just about credit, but that enabling enterprise also generally requires providing accessible, relevant
training, mentoring and other supports to help people transition into the world of business.

The study investigates international examples of micro-credit programs in developed economies. It
presents key lessons for best practice and proposes how micro credit and associated supports provide
opportunities to invest directly in people and their ideas. A review of the international experience
demonstrates that in addition to the better-known case examples in developing economies, there are
hundreds of micro credit programs currently operating in developed economies such as the US, Canada,
the UK and throughout Europe, that provide micro credit for enterprise development. Many of these are
long-lived, having already been in existence for a decade or more. There have also been a few small but
successful micro credit experiences in Australia, such as the Tasmanian Women in Business Micro Credit
Program, the Bizness Babes program supporting mothers to start businesses, and the Many Rivers
Opportunities program for Aboriginal communities.

Micro credit programs in developed economies are usually not government-driven, but they frequently
involve partnerships with governments at national, regional and/or local levels. Micro credit programs in
developed economies focus on enterprise development (with little or no emphasis on consumer credit or
savings services) with a particular mandate to serve less advantaged groups. Business development
training, advice, and mentoring supports are all important program components. Most programs operate at
a local or regional scale, with a few national-scale exceptions. The most common structures are non-profit
NGOs or foundations (with a range of funding structures, target groups and mandates). A number of
financial institutions such as banks (including state development banks), credit unions and (in the UK)
community development finance institutions are also involved in micro credit provision.

A review of international experiences in developed economies shows that appropriately structured micro
credit programs can generate benefits for women and other groups. These benefits may take the form of
new businesses and jobs; but equally, may lead to stronger economic participation outcomes even when
businesses do not succeed. There is evidence to suggest that micro credit programs can be an innovative
and cost effective form of economic and social investment that “favours not only (regional economic)
competitiveness and entrepreneurship, but also social inclusion” (EU 2007). International experts also
generally agree that given the need to provide supplementary business development and support services,
micro credit success in developed economies cannot be judged on the ability of micro credit programs to
pay for themselves.

A series of key program design lessons can be distilled from the international micro credit experience:
1) Be clear about the program mission, targets and relevance;
2) Focus on outputs, and ensure they reflect your mission;
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3) Build in appropriate supports for clients, but look beyond the Grameen ‘group lending’ model;

4) Don't expect programs to pay for themselves; rather, leverage a range of funders and partners to
embed long-term sustainability; and

5) Take an intentional approach to coordinating micro credit initiatives within their larger policy contexts.

There are a number of compelling reasons why it makes sense for governments to focus on micro credit
programs as a strategy for women’s economic empowerment. Self-employment and micro enterprise are
significant and growing features of the Australian economy and particularly significant in a time of economic
downturn. Yet the data on business ownership across all jurisdictions in Australia show that women
continue to be underrepresented among business owners, and women’s businesses are often likely to start
life undercapitalised. Women often seek loans outside mainstream financial institutions; they are for
instance the majority of clients of many NILS (No-Interest Loan Schemes). Women are also strong users of
the New Enterprise Initiative Scheme (NEIS) program (51% of all NEIS participants in 2008). Yet over 60%
of female jobseekers are not eligible for NEIS (compared with 40% of male jobseekers) (DEEWR 2008:27-
29).

At the same time, there is no evidence that women who overcome the barriers to business startup are any
less successful in business than men. NEIS data show that well over half the women who start businesses
under that program are still self-employed after two years; similar to the figures for men (Kelly et al 2002:8).
However, the amount of initial capital raised appears to impact the survival rate of NEIS businesses, with a
strong reliance on personal savings as a source of finance (Kelly et al 2001:7). Market coverage of existing
micro credit for enterprise programs is still very small, and few other financing options exist.

There is clearly demand and opportunity to expand the offering of micro credit in Australia, and an

opportunity for government to work in partnership with others, particularly innovative community sector

providers, to support work in this area. At the same time, it is necessary to realise that:

e Demand for micro credit for enterprises appears smaller than demand for accessible small-scale
consumer credit;

e Demand for enterprise micro credit is closely intertwined with demand for appropriate, culturally
relevant, responsive business development support; and

e A number of distinct potential target markets exist for micro credit.

A model is presented (Figure Seven on Page 42) describing an integrated approach to micro credit and
associated supports to meet the needs of different target markets. This is followed by a discussion of how
partners such as government, community, business and philanthropic groups can work together to create a
continuum of support that permits individuals to enter and exit at various points depending on their needs
and aspirations, moving from ‘where they are’ to situations of greater economic empowerment and well
being.

Implementation options for this model are presented on pp.44-48. Each casts the government in a
supporting role, working to facilitate and coordinate (rather than drive) the efforts of key implementation
groups who have extensive on-the-ground expertise in community development, business development,
microfinance and social enterprise.

The first model, loosely coordinated networks, suggests that micro credit in Australia may continue to evolve
in an organic way, with a gradual increase in local and regional level programs. Under this model, the
government’s role would be to support key industry associations such as the national NILS network, the
national network of Business Enterprise Centres, and the Australian Microfinance Network, resourcing them



to share, disseminate, research and continue to develop best practice in micro credit programs for the
Australian context and to maintain and ongoing policy dialogue with government.

The second model suggests the establishment of an intentionally structured multi-sectoral partnership at
national level to forward an economic empowerment agenda. Government's role would be to initiate the
partnership, but not to control it. Through coordinated funding incentives under an economic empowerment
banner, and the intentional recruitment of key partners, government could create a framework for the
integrated approach described in Figure Seven. The key would be to allow new approaches to evolve
within this framework, rather than attempting to centralise efforts: recognising that one of the characteristics
of successful programs is their localised responsiveness and ability to mobilise community energy.

The third model suggests that economic empowerment efforts can be placed within a broader frame of
social enterprise and social finance. These models ‘cross over’ traditional distinctions between the
community sector, private enterprise, and government, and provide potentially innovative mechanisms
through which to deliver the kinds of programs and economic empowerment outcomes described in Figure
Seven. By freeing program provision from the traditional distinctions of social service versus private
enterprise, social enterprise and social finance approaches offer an alternative to a multi-sectoral
partnership model, while still creating the opportunity for boundary-crossing work.

These three models all build on what we already have here in the Australian context, and seek to leverage
this into an integrated and innovative approach to economic empowerment for women and for less
advantaged groups in general. Success stories of women micro credit clients, such as those on pages 22-
23 and 50-51, illustrate the opportunities generated by investing directly in people who can create change
for themselves. Government is in a key position to ensure that future efforts in this area are coordinated,
resourced, and leveraged within a larger policy vision for people-driven change.
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1. Introduction: Investing in People

...Micro Credit as Policy Innovation

Increasingly, policy makers are becoming aware of the enormous resource represented by knowledge,
abilities and energies of people and communities, including those described by others as ‘poor,
‘disadvantaged’ or ‘marginalised’. Local know-how — and know-who, and know-where, and know what-
needs-doing — can be an enormous resource for development, for enhanced social inclusion, and for
innovation (see e.g. Chambers 1983, Charles 2007:120). One of the most imagination-capturing ways that
policymakers on the international stage have converted this policy insight into policy innovation is through
the tool of micro credit.

Micro credit is defined simply as small-scale credit, most typically for less-advantaged individuals. In
practice, however, ‘micro credit’ in the international context is used to refer to credit provided specifically for
the purpose of starting or developing an economic activity or ‘enterprise’. This differs in emphasis from
consumer micro credit (e.g. for the purchase of household goods) or other forms of small scale financial
services contained under the broader umbrella of ‘microfinance’.

Micro credit has been called a revolution, and not without cause: the sheer numbers involved demonstrate
that a chord has been hit somewhere. According to the Microcredit Summit reports, 133 million clients
around the world had accessed micro-loans by the end of 2006, many of these in the world’s poorer places
(Daley-Harris 2007). The idea of offering small-scale credit for enterprise development has done several
things simultaneously. First, it acknowledges the development agency of individuals and groups, including
the often less-visible agency of poorer groups — and particularly women. Further, it draws attention to the
leveraging potential to enable that agency with relatively tiny amounts of money to create direct, on-the-
ground economic benefits for families and communities. Finally, microcredit offers a support tool that is
self-perpetuating: a loan is given, paid back, and given again. Micro credit is unique in that it can not only
generate direct benefits — but also re-generate itself.

Micro credit is still portrayed as a groundbreaking new idea,’ three decades after Muhammad Yunus started
the Grameen Bank, Bank Rakyat Indonesia (BRI) re-tooled their rural branches to lend more effectively to
the poor, and various NGOs with interest in women and urban migrants started offering small-scale credit to
micro enterprises.2 At the same time, the international scene has shifted from a narrow focus on micro-
credit-for-enterprises to a broader focus on microfinance: financial services made accessible, particularly to
the poor and ‘unbanked’. This more holistic approach to financial inclusion has broadened beyond
enterprise credit to include other forms of credit, savings services, and financial products such as micro-
insurance. The microfinance agenda in many countries has become one of financial institution building,
recognising that strong, sustainable financial institutions with good outreach to poorer communities can play
a significant role in enhancing financial inclusion.

In the meantime, however, the core innovation of micro credit — to invest in enabling local agency — has
tended to fall by the wayside. It has been replaced with a new interest in macro-scale institution building.
Best-practice MFls (microfinance institutions) are expected to structure themselves to cover their
operational and financial costs, so as to be able to attract capital and thus expand their services to more
and more people to meet the large need for financial services in poor countries (Robinson 2001). These
MFls thus operate on similar footing to commercial banks. This can create a gradual ‘drift’ from their

" For instance, Smith and Thurman 2007.
2 See for instance Yunus and Jolis (1998) on the startup of the Grameen Bank; Otero (2005) on the beginnings of Accion
International; Robinson (2002) on the history of BRI; WWB (2007) on the history of Women’s World Banking.
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original social mission — for instance, a tendency to focus on wealthier clients and more profitable products.
While many MFIs still do seek to extend their outreach to poorer groups and develop relevant financial
services for them, the overall thrust of the international microfinance field has become about investment in
financial institutions rather than investment in people.

In developed economies, where we already enjoy a strong financial infrastructure, there is less pressure for
financial institution-building. While there is clearly a need to pursue a financial inclusion agenda in Australia
(see e.g. Chant Link 2004, BSL 2004, Burkett and Drew 2008, and others), it is important to note that the
dimensions of the financial inclusion issue are quite different here than in the countries where microfinance
has become a major financial inclusion tool. These differences for Australia could be briefly summarised
as:

¢ A minority rather than a majority of the population defined as ‘financially excluded’;?

e Exclusion more closely tied to economic barriers than to institutional access issues (except in the

more remote areas, where geographical access is a concern).*

These differences suggest that ‘microfinance’ will look rather different in developed economy contexts than
it does in developing countries. They suggest that it will necessarily be:
e smaller in scale, and thus less commercially viable in scope;
e in design, much more interconnected with non-financial services designed to address economic
and other barriers.

This creates an opportunity to reorient micro credit back to its roots: as a direct investment in people.
Background, Scope and Methodology

This report has been prepared for the Commonwealth, State and Territory Ministers’ Conference on the
Status of Women (MINCO), as Stage Two of the “Micro-Credit Research Project, Models for the Provision
of Micro Enterprise Supports and Loans Programs for Women in Australia.” Stage One of the MINCO-
funded Micro Credit Research Project, a national stock-take of micro credit programs operating in Australia,
was completed in 2008.

In the wake of the International Year of Micro Credit, and cognizant of the support provided by the
Australian government via AusAlID to micro credit programs overseas, MINCO resolved in 2007 to support a
cross-jurisdictional approach to investigating the potential of micro-credit and business mentoring/learning
programs to support the workforce participation of women on low incomes in Australia. The focus of this
study has therefore been to investigate how micro credit might be used in Australia as a tool for economic
empowerment and enhancing economic engagement opportunities for low-income women. This reflects the
broad acknowledgement in the international literature that increased economic opportunities for women
have strong flow-on benefits to children and families (see e.g. Blumberg 1993, Tinker 2000).

Specifically, the purpose of the study has been to:

» Investigate international examples of enterprise-focused micro-credit programs in
developed economies;

3 Financial exclusion is defined as: “A lack of access to financial services by individuals or communities due to their geographic
location, economic situation or any other ‘anomalous’ social conditions which prevents people from fully participating in the
economic and social structures of mainstream communities” (Connelly and Hajaj, 2001:4; quoted in Burkett and Drew 2008).
4 Burkett and Drew in their 2008 Australian study observe that “financial exclusion is very much linked to poverty with the poorest
people in society experiencing the highest levels of financial exclusion” (2008:9).
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» Explore how micro business mentoring and learning programs can be developed to support
the workforce participation of women on low incomes; and

» Propose models for the provision of micro enterprise supports and loans for low-income
women in Australia.

For this study, we have drawn information from available published literature and statistics, tapped into the
knowledge and experiences of a range of industry experts, and informed our analysis through ongoing
dialogue with both industry experts and project proponents. The following activities provided the data to
inform this report:

1. Learning from the literature: Desktop review of enterprise-focused micro-credit programs in developed
economies overseas, to identify design principles, experiences & impacts;

2. Exploring quantitative indicators: Collection and analysis of quantitative data from the ABS, bank
studies, previous Australian programs and other sources, indicating potential demand for enterprise
focused micro credit for low-income women in Australia;

3. Consulting the experts — via email, telephone conversations, and in person, to gain qualitative insights
on demand, program design principles, and potential for partnerships. These experts included:

e Those with on-the ground knowledge of micro credit delivery, community development work with
low income groups and/or business support delivery, based in every Australian State and Territory.
These local experts work with a broad range of groups including migrants communities, Indigenous
communities, and rural and regional communities; and

e Microfinance experts involved in the Australian Microfinance network, including number of
individuals with significant involvement in implementing or evaluating micro credit programs in
Australia or overseas.

4. Maintaining ongoing dialogue with the project management team and the national WAM project
working party throughout the project.

From the literature review, we have drawn out both key lessons from the international experience (Chapter
2) and further insights on demand and design principles for programs in Australia (Chapters 3 and 4). A
review of quantitative data scoped the size and characteristics of the population that might demand micro
credit in Australia, including the level of demand for similar programs (Chapter 3). Finally, ongoing
consultations with experts provided deeper qualitative data on demand (Chapter 3), wise design principles
to consider specifically for the Australian context, and guidance as to how to move forward a micro credit
agenda in Australia (Chapter 4).



2. Micro Credit in Developed Economies
...What We Can Learn from the International Experience?

While the largest and best known micro credit experiences are in the context of developing economies,
micro credit programs have captured policy interest in wealthier countries as well. In economies where
there are generally already a good range of financial sector institutions, micro credit has focused strongly on
providing credit to less-advantaged groups specifically for business startup and/or expansion. Interest in,
and enthusiasm for, micro credit in North America and Europe has grown through the 1990s and on into the
early years of the 21st century, with a large number of on-the ground experiences and lessons learned.
These are the subject of this chapter.

Most notable are the differences in focus between the US and the European micro credit experiences,
which can be thought of as two ends of a continuum. In the US, the focus has been first and foremost on
‘micro enterprise programs’ that encourage self employment. We see a large number of diverse programs,
only about half of which offer credit. The sector has been visible and growing since the 1980s, but is also
fragmented, with over 500 programs operating primarily at a local or regional scale (Servon 2006).

In Europe, by contrast, micro credit is a smaller sector (only about 200 programs across Europe), newer
(about two-thirds of programs in Western Europe have only been established since 2000), and with an
explicit focus on small-scale credit and financial service for businesses under the banner of ‘microfinance’
(EU 2007:2, Evers and Jung 2007:13). The European Microfinance Network brings 78 European
microfinance organisations together across 22 countries in Eastern and Western Europe including the UK.

In both Europe and the US, the focus is strongly (though not exclusively) on supporting women and minority
groups through self-employment and micro enterprise development (see EU 2007:2). In the US, micro
credit falls under the umbrella of ‘Micro Enterprise Development (MED)’ programs, whereas in Europe, the
language of ‘Microfinance’ has been more explicitly adopted, even though in practice the focus (at least in
Western Europe) is still strongly on credit for enterprise (rather than other forms of microfinance). In the
UK, organisations providing micro enterprise credit are closely aligned with the community development
finance movement (NEF 2008:2).

Canada’s micro credit experiences were among the earliest in North America and were originally
spearheaded by the Canadian-based international microfinance organisation Calmeadow. Calmeadow
ceased involvement in Canadian microfinance in 2000, having recognised that microfinance in a developed
economy differs significantly from microfinance in a developing economy (see e.g. Frankiewicz 2001 and
further discussion below). Subsequent Canadian efforts have taken a local and regional enterprise-
development focus that is similar to their US counterparts. In New Zealand, there are a few organisations
offering micro-credit for enterprise development, some with a long history, and some specifically serving
women; however this is a small and fragmented sector with little information available (Massey and Lewis
2003:19-21). The Australian situation is similar, but there have been a few interesting micro credit
experiences which will be discussed further in Chapters 3 and 4.

In different country contexts, diverse models have emerged for the provision of micro credit. The most
common structures are non-profit NGOs or foundations (with a range of funding structures, target groups
and mandates); however, a number of financial institutions such as banks (including state development
banks), credit unions and (in the UK) community development finance institutions are also involved in micro
credit provision. Partnerships are often key, with government most typically involved as a partner working
collaboratively with non-profit organisations and/or financial service providers.
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Across the board, micro credit programs in developed countries focus on providing credit for enterprise
development (with little or no emphasis on consumer credit or savings services). At the same time, given
the nature of target groups, the credit product tends to be supplementary rather than central: business
development training, advice, and mentoring supports are all important program components. Most
programs operate at a local or regional scale, with a few national-scale exceptions.

Micro Credit in the United States

Micro credit in the United States dates back to the 1980s, with a mission to provide locally based economic
options for disadvantaged groups. In the US, micro credit is part of the larger context of micro enterprise
development (MED) programs that provide access to business finance, business training and/or technical
assistance for low-income groups or those ‘struggling to make ends meet’, especially women and ethnic
and racial minorities, including (but not limited to) welfare recipients and the working poor (Ehlers and Main
1998:425, Sanders 2002:322, Edgcomb and Klein 2005:7, Schreiner and Woller 2003:1569). Micro
enterprises are generally defined to be those with 5 or fewer employees that require $35,000 or less in
startup capital (Edgcomb and Klein 2005:7) A number of US programs focus on low income women
(Sanders 2004:83), and overall, women comprise about 65% of clients (Edgcomb and Klein 2005:31).

Growth in micro credit programs in the US has been considerable over the last two decades, and there are
now over 550 US micro enterprise programs in existence, although only slightly over a third of these make
loans (Servon 2006:351-355). Others may act as intermediaries for their clients, for instance to help them
access bank loans and public funds (Servon 1999:6). Most US micro credit providers are non-profits,
generally non-profit community based organisations, often working in partnership with national philanthropic
foundations and government who provide the bulk of funding for their work. Most micro credit programs in
the US operate at a local or regional scale; Accién is an exception in that it serves clients in a number of
states. The range of organisations running micro credit programs includes community development
corporations, community action agencies, employment and training organisations, immigration and refugee
organisations, universities, dedicated micro enterprise development institutions, and credit unions
(Edgcomb and Klein 2005:24).

Government support for micro credit and MED programs in the US has been through the SBA (Small
Business Administration)’s Microloan program, the Community Development Finance Investments fund, and
the Program for Investments in Micro enterprise (PRIME), which, along with philanthropic foundations, have
provided significant financial support for the sector’s growth (Edgcomb and Klein 2005:22). The US federal
government's Small Business Administration provides some funding to local providers and also has
programs designed to provide guarantees to banks for loans made to small business. Most programs
receive funding from a range of sources including government, foundation, corporate (including banks) and
individual grants and investment. Most US programs (about 90%) were established before 2000 (Edgcomb
and Klein 2005:23-24); this suggests that these programs are sustainable over time.

While individual programs vary considerably, the overall focus and character of the US micro credit sector is
reminiscent of the international microfinance field as it was in the 1980s: strongly enterprise focused,
grounded in the NGO sector, and with many small lenders who have limited microfinance expertise. Most
programs make fewer than 100 loans/year (Servon 2006:351-355). Business training and technical
assistance are particularly important in the US-based programs, and more than 90% of US micro enterprise
programs offer training (Schreiner and Woller 2003:1574). This has moved beyond basic business planning
to include more diverse services, including ‘Access to Market' initiatives for various industries; some
programs also provide non-business support (Edgcomb and Klein 2005:27-8). A few organisations also
offer other financial services such as micro equity investments and savings options (Edgcomb and Klein
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2005:22). Most loans are to individuals rather than to groups (Edgcomb and Klein 2005:26), and average
loan size in has been estimated at around $7000, with 13,758 current loans outstanding estimated at the
end of 2002 (Edgcomb and Klein 2005:22).

Table One presents a profile of a selection of US micro enterprise programs that offer micro credit.

Table One: Some Selected US Micro Credit Programs
Accion USA Wisconsin The Women's Economic | Mountain Bizworks | Women’s Venture

Women's Business | Self-Sufficiency Team (North Carolina) (St Paul,
Initiative (WESST) Minnesota)
Corporation
(WWBIC)

Scale and National State (Wisconsin) State (New Mexico) Regional (Western Metropolitan

Location North Carolina) (Minneapolis/ St

Paul area)

Target Low and moderate- Entrepreneurs who Low-income women, Entrepreneurs in Primarily women
income are women, people minorities and refugees general; the goal is entrepreneurs and
entrepreneurs (often | of colour and those with viable businesses that | to build economic those requiring
minorities and of lower incomes. don't meet the criteria of opportunities in this career assistance:
women) who are Credit is provided to | banks or other traditional region. Credit is “to assist women in
unable to access both existing and lenders. Credit is provided | provided for working | securing their own
bank credit for their start-up businesses. | to both existing and start- capital, equipment or | economic success
small businesses. up businesses operating costs for and prosperity.”
Credit is provided to start-up and existing | Credit is provided to
existing and start-up businesses. new or existing
businesses. businesses with

strong business
plans

Client Profile | About 44% of their WWBIC serves both | 75% of clients are female, | 61% of clients are 89% of clients are
clients are women, women and men. over 70% of clients are women, 65% of women. 67% of
55% low income, and classified by federal clients are low -to- clients are low
86% minorities guidelines as low-income, moderate income, income and 31%

and over 60% are and 22% are racial or | identify as an ethnic
members of an ethnic ethnic minorities. minority.
minority.

Impact Accion USA has In its 20-year In its 20-year history Since 1989, In 2007, clients
made over 18,500 history, WWBIC has | WESST has directly Mountain Bizworks started, expanded or
loans to US directly financed financed over 400 has provided strengthened 167

entrepreneurs since
1991.

over 820 small
businesses and

businesses, facilitated the
start-up and growth of over

business planning
training to more than

small businesses,
creating 122 new

provided a range of 2,680 businesses, and 3,000 entrepreneurs, | local jobs.
services to 29,000 provided services to over and assisted in the
individuals. 28,000 individuals creation of over
1,300 locally-owned
businesses.
Loan Amount | Loan amounts from Generally loans of Loans range from $200to | Up to $50,000 $500 to $35,000.

$500-50,000 (up to $100 - $50,000 $50,000 (maximum They also partner
$50,000 for existing (but can loan up to $10,000 for start-up with other lending
and $30,000 for start- | $100,000) businesses institutions on larger
ups) projects.

Non-
Financial
Support
Services

Financial literacy
training for small
business

Business education
and technical help.
Provides a range of
classes and
workshops and well
as individual
business counselling
and mentoring,
business tools &
resources, and
marketing and
referrals for
businesses.

Small business courses
and workshops, one on
one consulting, training,
technical assistance ,
online marketing support
and other support services

In-depth business
planning courses,
ongoing technical
support, business
consultations and
coaching and
advanced training.

Business ownership
classes, for-fee
business training,
individual
consulting, also
career planning, job
readiness etc.
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Interest Rate | 8% -15% 9% - 12%. Rates in | 5% to 10% PRIME + 2 - 6% Not stated
some geographic
locations may be
lower.
Loan term Up to 60 months Terms are from 12 Up to 5 years (shorter Short term loans, Not stated
months to 72 terms preferred) lines of credit, and
months term loans up to 5
years.
Funding, Funded by a range of | Funded by Funded by individuals, Funding in 2006 was | Funded by a range
Structure, donors and by individuals, foundations and corporate | made up of 10% of donors including
and Role of socially responsible foundations and donors, and part-funded by | contribution, 25% a wide range of
Government | investment via the corporate donors, the U.S.Small Business earned income, and | foundations,
Accién Loan Fund. A | and part-funded by Administration (SBA) 65% grants from a corporate and
private non-profit the U.S.Small through a SBA cooperative | range of donors individual donors
organisation, it Business agreement. Structured as | including and government;
receives some Administration a non-profit economic government. Women'’s Venture
funding support from | (SBA) through a development corporation. | Structured as a has been given a
local government, SBA cooperative Community permanent line in
from the US Dept of agreement. Development the State
Health and Human Structured as a non- Finance Institution. government budget
Services and from profit economic with $250,000
the US Treasury's development annually to support
CDFI fund, in addition | corporation. microenterprise
to many other programs.
corporate, Partnership with the
philanthropic and US Bank has

individual donors.

strengthened their
lending capacity.
Structured as a non-
profit, formed by the
merger of non profit
organisations
WEDCO and
CHART

More Information:
Accién USA: http://www.accionusa.org/

Wisconsin Women's Business Initiative Corporation (WWBIC): http://www.wwbic.com/

The Women's Economic Self-Sufficiency Team (WESST): http://www.wesst.org
Mountain Bizworks(North Carolina): http://www.mountainbizworks.org

Women’s Venture (St Paul): http://www.womenventure.org/

Micro Credit in Canada

In Canada, policy interest in micro credit for enterprise development did not begin to emerge until the late
1990s (Williams 2004:4). However there were already a number of on the ground examples of micro credit,
most notably those of Calmeadow, a Canadian NGO known for its microfinance work in developing
countries. As the largest micro lending organisation in Canada, Calmeadow dispersed over 2,500 loans to
microentrepreneurs between 1987 and 1999 (Frankiewicz 2001:1).

Calmeadow established Canada’s first microloan fund: the First People’s Fund, financed by foundations,
corporations and individuals, which grew to serve over 20 Canadian Aboriginal communities in five states
and a territory, disbursing about 300 loans total (Frankiewicz 2001:2-4 provides a review of this experience).
Calmeadow then went on to establish a number of other micro credit programs including Metrofund in
Toronto, targeted at providing commercially sustainable micro credit to low-income self-employed
entrepreneurs marginalised from formal credit markets, particularly women and newcomers to Canada

(Frankiewicz 2001 provides a detailed account of their experience and lessons learned).

By 2000

Calmeadow had concluded that due to a low critical mass of clients, microfinance could not be commercially
viable in a developed economy context. It transferred two of its operations to two local credit unions,
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Metrofund and VanCity Credit union, who continue to offer micro credit for businesses along with their other
products.

Other Canadian organisations with a longstanding, and continuing involvement in micro credit include a
range of local community economic development offices that, since 2000, have joined together in the
national Canadian Community Futures network. With Canadian government funding, local community
economic development offices administer investment funds (with the assistance of volunteer loan
committees) that allow them to offer micro credit products to new and existing businesses in their local
areas, generally in amounts up to $150,000.5 Funding decisions sit at the level of the local community, and
specific programs (e.g. targeting entrepreneurs with disabilities or young entrepreneurs) are promoted
through the state-level networks. The state and national networks provide a degree of coordination and
support for the local offices’ efforts.

The Canadian Government’s national Business Development Bank also offers loans and other financial
services to business people including start up enterprises, and has targeted programs for women,
Aboriginal entrepreneurs, and young entrepreneurs. These include the Aboriginal Business Development
Fund, that provides funds through community based organisations, as well as standard business loans and
access to business consulting and coaching. Another national level program, the Canadian Youth Business
Fund, provides low interest loans and mentoring to young people aged 18-34. There are also local and
regional initiatives such as the Women’s Enterprise Initiative Loan Program, a non-profit initiative
established by Western Economic Diversification Canada. As in the US, micro credit programs in Canada
typically attract a degree of government funding as well as funding from corporate and philanthropic donors.

Table Two presents a selection of Canadian micro credit programs.

Table Two: Some Selected Canadian Micro Credit Programs

Business Development Canadian Youth Community Futures Women’s Enterprise
Bank of Canada (BDC) Business British Colombia Centre Manitoba
Foundation
Scale and National National Provincial Provincial
Location (British Colombia) (Manitoba)
Part of the national Part of a multi-province
Community Futures network with sister
network. organisations in
Saskatchewan, Alberta
and British Columbia
Target Supports businesses in Young people General loan fund for Women in Manitoba
general, but has a wishing to start or | small businesses (new or | seeking to start, expand
particular focus on transition a established) with a focus or purchase a business.
attracting women, business on local employment
Aboriginal people and creation, and a targeted
young entrepreneurs micro credit programs for
entrepreneurs with
disabilities, the
unemployed, and other
locally determined groups.
Client Profile | A wide range of clients. Young people 18- | A wide range of clients Women
34 years old. through local offices,
including entrepreneurs
with disabilities, rural
entrepreneurs, women.

> In British Colombia, the state-level network is exploring a pilot project to pool funds among local offices to be able to offer even
larger loans. See http://www.communityfutures.ca/provincial/bc/programs/programs-for-entrepreneurs/pooled-investment-
loans/index.php.
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Impact

They have provided $1.8
billion in loans to women
in the past 15 years.

Since 1991, has
invested in more
than 2,900 young
people, whose
businesses have
created more than

In 2006/07 the program
provided 606 loans to new
and existing businesses.

In 2007/08 they had
898 training
participants, received
169 business plans,
and granted 29 loans
which resulted in the

15,500 new jobs. creation of 241 jobs.

Loan Amount | Varying amounts, not Up to $15,000, Any amount up to Any amount up to

limited to micro credit. may be doubled $150,000. $100,000

The Aboriginal Business through Participants in the self

Development Funds partnership with employment program can

(ABDF) specifically, offers | BDC in some also receive income

loans from $5000-$20,000 | cases. supports.

at the grassroots level to

Aboriginal entrepreneurs

who would not otherwise

qualify for a loan.
Non- Business consulting and Mentoring, Business counselling, Training and advice via
Financial coaching. ABDFs provide | business planning. | business planning seminars and
Support business training and assistance, other workshops, business
Services ongoing mentorship. business resources analysis/ advisory

service.

Prime + 3%; the ABDF
does not appear to attract

First Year — 4.25%
Second year -

Interest Rate ‘Competitive interest

rates’ — around 4%

Start up - 8%
Expansion - 6%

interest but loans are fully | 3.25% (May vary slightly)
repayable Subsequent years
-2.25%
Loan term Varies; ABDF terms are 2- | Flexible Flexible Varies
3 years.
Funding, Government funding; the Funding by federal | Receives Canadian Partners with and
Structure and | BDC is a Canadian and provincial government funding; receives financial
Role of government development | government, Community Futuresis an | support from Western
government bank. The ABDF is corporate, umbrella organisation for | Economic
financed by the bank but philanthropic and locally managed Diversification Canada
administered through a other supporters. community economic (WD), a federal
community based Structured as a development government
organization. national charity. organisations. department, as well as

from corporate and
community partners.

More information:

Business Development Bank of Canada: http://www.bdc.ca/en/home.htm

Canadian Youth Business Foundation- http://www.cybf.ca/entrepreneurs/cybfbdc.php

Community Futures British Colombia http://www.communityfutures.ca/provincial/bc/programs/programs-for-
entrepreneurs/index.php

Women'’s Enterprise Centre Manitoba http://www.wecm.ca

Micro Credit in Europe

In Europe, micro credit has been embraced at the policy level as a valuable instrument for social and
economic development (EU 2007, Molenaar 2008:6). It is also a steadily growing sector (Jayo et al
2008:5), though smaller than in North America, with only about 200 specialised micro credit providers
across all of Europe (Molenaar 2008:6). Micro credit in Europe has a strong ‘microfinance’ approach: the
provision of small-scale financial services. In practice, however, many ‘microfinance institutions’ focus on
credit to businesses, particularly start-up businesses: as Evers and Jung (2007:10) put it, “Typical client
types of Western European microfinance schemes are people starting a business out of unemployment and
(social) exclusion.” However the actual definitional lines are not always clear; the EU statement on
microcredit states that:
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In general terms, micro-credit in Europe addresses two groups: “micro-enterprises”, defined as enterprises employing less
than 10 people (which covers some 91% of all European enterprises) and “disadvantaged persons” (unemployed or inactive
people, those receiving social assistance, immigrants, etc.) who wish to go into self-employment but do not have access to
traditional banking services. (EU 2007.3)

Micro credit in Europe is generally defined as loans less than €25 000, with an average loan amount of 7
700 euros (EU 2007:2,19). About 86% of institutions provide loans for business startup, and 74% for
existing enterprises, nearly all on an individual basis (rather than to groups (Molenaar 2008:14-15). Most
European micro credit providers do not offer consumer/ personal loans or savings services (NEF 2008:7).
They are also much less focused on providing training and business counselling than their North American
counterparts; in some cases they outsource or partner with others to provide these resources to clients
(Molenaar 2008:16). Women are not a large proportion of clients in European micro credit programs —
overall about 44% of micro credit clients (Underwood 2005, Jayo et al 2008:6). Finnvera, the Finnish state
run development bank, has a similar figure at 40% (Evers and Jung 2007:18), while micro credit
organisations in Spain serve more women on average than elsewhere in Europe (Garrido et al 2007:16).

In Eastern Europe, micro credit is relatively strong, well established, and with the potential to be profitable;
in Western Europe it is smaller but growing. Most micro credit organisations in Western Europe average
about a hundred loans a year, with 40% giving less than 50 loans per year (Evers and Jung 2007:13,22).
Nationally based lenders in France, Germany, Spain and Finland, however, disburse the largest number of
loans (Jayo et al 2008:5); Adie (France), Finnvera (Finland) and Fundusz Mikro (Poland) are frequently
named as the large European micro credit players (EU 2007:19). Across Europe, micro credit providers
have established a strong network, the European Microfinance Network (EMN), set up in 2003 “to promote
microfinance in Europe as a tool to fight social and economic exclusion and to promote
microentrepreneurship and self employment.” (Garrido et al 2007:15). At present, EMN has 67 members
from 21 EU member states in both Eastern and Western Europe (EMN 2008, in Molenaar 2008:10).

Micro credit in Europe is provided via a wide range of institutional structures including banks, credit unions,
and non-financial organisations (see Table Three). Not-for-profit organisations, especially NGOs and
foundations, are the largest group of micro credit providers; about nine out of ten micro credit providers in
Europe have non-profit status (Evers and Jung 2007:20). The structure of the sector varies somewhat from
country to country depending on its history and regulatory background; in Spain, for instance, the sector is
comprised of financial institutions (primarily savings banks), public assistance programs (affiliated with
financial institutions), and Social Microcredit Support Organisations (Garrido et al 2007:57:61). The latter
do not have the ability under current regulatory frameworks to make loans, but they connect clients with
lenders, similar to the situation in Portugal. Conversely, in France, a regulatory window has been opened
since 2003 (article L511-6 du Code Monétaire et Financier ) which permits a broader range of organisations
to make loans, including ADIE a national non-profit association created by volunteers and funded by a
range of public and private partners.

Further detailed information on a range of European micro credit programs is available via the European
Microfinance website.6 A small selection is provided in Table Three below:

® See http://www.european-microfinance.org/qsn-nos-membres_en.php
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Table Three: Some Selected European Micro Credit Programs

ADIE (France)

FINNVERA (Finland)

ANDC (Associagédo Nacional de
Direito ao Crédito) Portugal

Scale and National - France National - Finland National- Portugal

Location

Target Loans for start up and Finnvera is a state-owned financing | Aims to give socially and
business expansion for company for businesses that offers | economically excluded people who
entrepreneurs who have loans, guarantees and other do not have access to traditional
no access to bank credit; financial services. It provides loans | bank credit the possibility to create
particularly the for existing businesses and their own business through
unemployed and welfare startups, and has a micro credit obtaining a microcredit.
recipients scheme for microenterprises and

well as a dedicated Loans for
Women Entrepreneurs scheme for
businesses employing up to five
persons and majority owned and
managed by women.

Client Profile | Approximately 85% of its Loans are provided by 16 regional | About 53% of clients are women,
loans to new businesses offices. 40-50% of micro loans are | from a range of age groups and
and 15% to existing made to women. geographical districts.
businesses. Works
through 18 regional
offices.

Impact Since its inception in 1989 | Annually about 3,000 microloans To date, ANDC has provided more
Adie has disbursed 53,600 | are made, about half to women. than 884 loans for a total of nearly

microloans, has financed
more than 45,600 new
enterprises and created
more than 54,000 jobs.
The survival rate for new
enterprises funded by Adie
after three years is 57%
(the national average) and
80% of the persons Adie
supported in the last five
years have left welfare
schemes.

The value of loans to women is
between 18 and 25 million euros.
Finnvera has a clientele of 28,000,
over 80% are microenterprises.
Finnvera finances over 3,500 start-
ups annually.

€4 109 000. These projects have
led to the creation of more than 1
227 new jobs. During 2007, ANDC
granted 160 loans for a total of €
863 700.

Loan Amount

Micro loans of up to

€3,000 - €35,000 (for micro credit

From €1,000 to €10,000. Loans

€5,000 programs). are provided through banking
partners: Millennium bcp, CGD(
Caixa Geral de Depositos) and
BES (Banco Espirito Santo)
Non-Financial | A range of support Finnvera partners with Business idea development/
Support services including Employment & Economic feasibility assessment, business
Services mentoring, equipment Development Centres, Job and plan preparation support, ongoing

leasing, monitoring
services, mutual support
services, and a virtual

Society Agencies and the
Women's Enterprise Agency who
provide access to business

follow-up, mentoring and targeted
assistance by volunteers. ANDC
also has an agreement with |EFP,

‘trade union’ training, mentoring and advice; a public institute specialised in
Finnvera provides the finance employment and professional
services. training
Interest Rate 7% with monthly Based on Euribor (Euro Interbank Euribor rates +2-3%
repayments (plus | Offered Rate) rates with

‘solidarity contribution’ 2-
3%)

government subsidy incorporated.

Loan term

24 months

5 years.

Up to 36 or 48 months depending
on the bank provider.
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Funding, Funding from a range of Government funded; Finnvera plc ANDC is a not-for profit, member

Structure and | public and private is a specialised financing company | based association which receives
Role of partners. A large network | owned by the State of Finland. The | funding and volunteer support from
Government of local and departmental Finnish Department of Labour also | members as well as public and
referral partners refer provides start-up money private partners. Minimal
potential clients to ADIE, (starttiraha) for small enterprises. government role.

while banking partners
provide ADIE with lines of
credit, and funding for
support services is
provided by French and
EU government agencies,
and private donors. Adie
is structured as a non-
profit association.

More information:

ADIE: www.adie.org/ ; http://www.european-microfinance.org/membres_en.php

Finnvera; http://www.finnvera.fileng/Loans/Loans-for-Women-Entrepreneurs; http://www.european-
microfinance.org/membres_en.php

ANDC: www.microcredito.com.pt; http://www.european-microfinance.org/membres_en.php

Micro Credit in the UK

Micro credit in the UK is an emerging sector, with the national Community Development Finance
Association (CDFA) playing a coordinating role across all forms of community development finance. While
a number of UK micro credit organisations also belong to the European Microfinance Network, in the UK,
the orientation of the sector has been somewhat different. There, micro credit institutions identify with the
community development finance sector. Providers of micro credit see themselves as Community
Development Finance Institutions (CDFIs) rather than Micro Finance Institutions (MFIs) (NEF 2008:2):

Community development finance institutions (CDFIs) are specialist enterprises that contribute to wider community development
by providing financial services to excluded groups. They are financial organisations which are driven by a mission to achieve
positive social change by bringing wealth to disadvantaged communities.” (Forster et al 2006:6)

CDFls provide loans for micro enterprises; the difference is that in the UK, CDFls also provide other forms
of community development finance such as consumer loans and loans to community organisations.
Notably, as part of the community development finance movement, there have also been some experiences
with community development venture capital in the UK, such as Bridges Community Ventures, established
in 2002, and a number of regionally focused venture capital funds (CDFA 2005). CDFlIs have a national
network, the Community Development Finance Association. It is estimated that Community Development
Finance Institutions in the UK had financed over 9,000 businesses by 2005 (CDFA 2005).

As in Western Europe, many micro credit providers are relatively new organisations. The growth of the
sector was stimulated through the UK government's Phoenix fund that specifically provided grants to
support enterprise lending by CDFls (NEF 2008:2-5). Since the end of that support in 2006, most micro
lenders in the UK rely on a mixture of private investment or grants, public money, and cross-subsidising
their microfinance programmes from other income streams, as well as charging higher interest rates than
elsewhere in the EU (average 14.5% for micro enterprises) (NEF 2008:8). In addition to CDFls, there are a
few other programs that operate as charities or non-profit companies to serve a particular target group, such
as the Prince’s Trust, a national charity that provides business start up loans for young people aged 18-30
who are unemployed and unable to raise finance for their own businesses; and the Women’s Employment
Enterprise & Training Unit (WEETU), which serves a not-for-profit company providing business training and
loans to socially disadvantaged women in Norfolk and North Suffolk.

17


http://www.adie.org/
http://www.finnvera.fi/eng/Loans/Loans-for-Women-Entrepreneurs
http://www.microcredito.com.pt/
http://www.european-microfinance.org/membres_en.php

Micro Credit in New Zealand

While there is little research available at national scale about micro credit in New Zealand (see Massey and
Lewis 2003:3), it is possible to identify a number of organisations who are working in this space, including
some organisations which specifically target women. These include the Women’s Loan Fund, a network of
alternative lending funds that provide small interest free loans to women for a range of purposes including
enterprise, small loans provided through the national Federation of Business and Professional Women, and
the Maori Women'’s Development Inc.

A selection of New Zealand Micro Credit organisations is provided in Table Four.

Table Four: Some Selected New Zealand Micro Credit Programs

Federation of Business and | Maori Women’s Just Dollar$ Nelson Enterprise Loan
Professional Women New | Development Inc Trust
Zealand
Scale and National National Regional Regional
Location (Canterbury) (Nelson City and Tasman
District)

Target Women; should be able to Maori Women and Men People in Canterbury Entrepreneurs in Nelson
demonstrate difficulty wishing to start or expand | with a business or who City/Tasman District.
obtaining a loan from a bank. | a business (business loans | want to become self Socially/environmentally

only). employed, who are responsible businesses;
unable to gain finance cooperative and
through banks. community ventures and
individual businesses.

Client Profile | All are women; no impact Has been in operation 63% of their small To date has made 127

and impact data available since 1987. borrowers are women. loans to small businesses

Since 1992 have helped | in the region.
out hundreds of

Canterbury people with
everything from set up
costs to tools & leases.

Loan Amount | $50-$1500 $5,000-$20,000 Unsecured lending up to | $500-$20,000.
$4000, small business
loans up to $10,000
Non- Budgeting advice and Mentoring, Business None indicated. None indicated
Financial mentoring support. Development Support,
Support National and international Financial Advisory Service,
Services networking. networking and marketing
Interest Rate | Interest free Interest - 9% 15.2% 11.5%
Funding, Primarily funded by members | Anindependent financial Funding comes from More than 80% of
Structure and | with some corporate institution owned and both donations and administration costs are
Role of sponsorship. A membership | operated by Maori women. | ethical investments. covered by interest on
Government | based national organisation; Has received government | Just Dollar§ is a loans/ investments. The
loans are supplied at regional | assistance from the community organisation | balance from grants and
branches’ discretion. Minimal | Ministry of Maori with a regional board donations from
involvement of government. development and the structured as a individuals, community
Ministry of Women’s charitable trust. Minimal | organisations,
Affairs, as well as the involvement of businesses and local and
Federation of Maori government. national government.
Authorities Incorporated Structured as a charitable
and the National Council trust.
for Maori Women's Welfare
League Inc.

More information:

Federation of Business and Professional Women New Zealand: http://www.mwa.govt.nz/news-and-pubs/publications/work-and-
enterprise/microfinance-access, http://www.bpwnz.org.nz/

Maori Women’s Development Inc.: http://www.mwdi.co.nz/

Just Dollar$ : http://www.csbec.org.nz/index.cfm/justdollars/

Nelson Enterprise Loan Trust: http://www.nelt.org.nz/about.htm
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Evidence for Impact of Micro Credit

A review of the international experience demonstrates that there are hundreds of micro credit programs
currently operating in developed economies worldwide that provide micro credit for enterprise development.
Many of these are long-lived, having already been in existence for a decade or more. It is also possible to
find encouraging data indicating the positive impact of their work. Various academic studies have
attempted to assess the overall impact of micro credit on broader goals such as poverty reduction and
women’s empowerment. Measuring the impact of micro credit programs is complicated by differences in
program design, program context, and the specific indicators that are measured. In particular, there is still a
strong tendency to measure program inputs (number of loans, number of dollars loaned, number of clients
assisted) rather than program outputs (businesses created, jobs created, incomes improved, confidence
and skills improved, etc.) Overall, however, a review of the international evidence on the impact and overall
success of micro credit programs in developed countries can be summarised as follows:

1) There is evidence that micro credit programs, if appropriately structured, can generate benefits,
particularly economic benefits, for women and other groups.

There are clearly benefits that can be achieved through micro credit programs. Business success is the

primary focus of a number of micro enterprise credit programs, particularly in the US and Canada. It is

possible for micro credit organisations to state impacts such as:

e Mountain BizWorks" alumni businesses contribute more than $50 Million annually to local economy in
Western North Carolina.’

e Since its inception in 1989, ADIE in France has financed more than 45,600 new enterprises and
created more than 54,000 jobs — including 7500 businesses in just one year.®

o First Step, a national microfinance organisation in Ireland has assisted 2000 business start ups. These
micro-businesses have resulted in the creation of roughly 4,000 employment opportunities.®

e On a typical, smaller scale, Women’s Venture in Minnesota reports that in 2007, clients started,
expanded or strengthened 167 small businesses, creating 122 new local jobs.0

e Just Dollar§ in Canterbury New Zealand have helped out hundreds of Canterbury people with
everything from set up costs to tools & leases since they commenced micro lending in 1992.11

Measuring business success and its flow-ons, however, may have a reasonably high attrition rate: not all

would-be entrepreneurs are persistent, and not all business plans are sound. As the Women’s Enterprise

Centre in Manitoba, Canada describes their experience:

¢ In 2007/08, the Women'’s Enterprise Centre had 898 training participants, received 169 business plans,
and granted 29 loans which resulted in the creation of 241 jobs.!2

What about the other 869 training participants who did not receive loans? The evidence from the
international experience suggests that other benefits may accrue which do not necessary lead to business
success, but which take the form of increased economic participation: enhanced confidence, workforce
skills, the development of small-scale income-supplementing activities, and overall improvements in
household income. For instance:

" http://www.mountainbizworks.org/index.php

8 http://lwww.adie.org/ and http://www.european-microfinance.org/membres_en.php?pild=111
9 http://lwww first-step.ie and http://www.european-microfinance.org/membres_en.php

10 http://www.womenventure.org/about.cfm

11 http://www.csbec.org.nz/index.cfm/justdollars

12 http://lwww.wecm.cal/experience_loans.htm
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e A 1999 US Aspen Institute study found that micro enterprise program clients after five years earned an
income higher than the minimum wage, even though less than half had been able to continue their
enterprises. 13

e 80 per cent of ADIE clients are either in employment or running their own businesses two years
after having received loans and training from the organization'*

e Accién USA reports that microentrepreneurs who have taken out two consecutive loans with ACCION
show an average 38 percent increase in monthly take-home income and also report increased
self confidence and a greater sense of belonging and participation in the community.1>

Some businesses succeed, others do not, but well structured business development training and mentoring
can increase the options available for less advantaged groups:

...[MJany of the businesses owned by clients of micro enterprise programs survive and grow over time, and ... (clients)
increase their income and assets and report greater empowerment... By giving low-income and disadvantaged individuals
more skills and income generating options, micro enterprise provides a means to cope better with the vagaries at the lower-
end of the labor market.” (Edgcomb and Klein 2005:1)

2) There is evidence that micro credit programs can be an innovative and cost effective form of
economic and social investment.

There is evidence to suggest that micro credit programs can be an innovative and cost effective form of
economic and social investment that “favours not only (regional economic) competitiveness and
entrepreneurship, but also social inclusion” (EU 2007). A range of government, corporate, and philanthropic
funders partner in and contribute to micro credit programs because they recognise the benefits these
programs create, whether in terms of new jobs or exit from welfare.’® The Canadian Youth Business
Foundation, for instance, cites that the businesses owned by the young people they work with have created
more than 15,500 new jobs. ADIE spends around €2,000 per client, but “by helping 80 per cent of its clients
into employment or self-employment, ADIE justifies this subsidy as it creates a substantial saving in social
welfare costs to the Government” (NEF 2008:12).

Stanley and Bromley (2004) have attempted to estimate the potential magnitude of such savings for the
Australian context under various household scenarios, suggesting that the net economic benefit to
government of a ‘successful’ client moving from unemployment to self-employment as roughly between
$50,000 and $300,000 over 20 years, depending on household composition and income (Stanley and
Bromley 2004:14-55). Reflecting on the Western European experience to date, Evers and co-authors make
a similar point:

“Microfinance programs in Western Europe are not and possibly will not become profitable, but make economic sense.
The average costs for someone supported within a microfinance scheme — particularly since the monetary support is
interest-bearing and repayable — are often below the cost for one year of support in the traditional social welfare
system, where costs thereby incurred are “lost” subsidies. (Evers et al 2007:10)

13 Quoted in Servon 1999

14 NEF 2008:12, emphasis added

15 http://www.accionusa.org/home/for-donors/invest-in-accion-usa.aspx

16 See Stanley and Bromley (2004:8-16) for an estimate the potential savings to government of individuals moving off welfare into
employment, for the Australian context.
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3) Micro credit programs focusing narrowly on enterprise development for job creation will,
however, reach and empower only a small subset of disadvantaged women

Not everyone sees themselves as capable of starting a business. Starting a business requires confidence
in oneself, as well as time, skills, commitment, support and knowing where to start. Servon (1999) reports:

“Interviews with current and prospective entrepreneurs suggest that welfare recipients who are able to use self-employment
as an exit strateqy are a small population within the larger universe of people who rely on welfare.” (Servon 1999:87)

She observes that in the US context, strong support networks, prior experience/training, and determination/
resourcefulness are among the key success factors for entrepreneurs (1999:87-88). Schreiner found that
participants in US micro enterprise programs tended to be better educated and more confident than the bulk
of ‘the poor’ receiving welfare payments:

“Compared with the average person on welfare, users of (micro enterprise programs) have more skills in terms of education,
experience in wage jobs, and experience in self-employment. With few exceptions, average users from a sample of (micro
enterprise programs) were better educated than the average American, let alone the average person on welfare” (Schreiner
1999:509)

Similarly, a study on female participation in micro loan programs in Europe attributes a relatively low
participation by women in these programs (only about 39% of clients are women) to factors such as family
constraints, lack of interest in starting a business, and lack of confidence (Underwood 2005:10).
Microenterprise programs can move ‘some people’ from welfare to self employment (Schreiner 1999:512),
but those people tend to be créme of their target group: those with the confidence and skills to see
themselves as business people.

This suggests that we need to look closer at how to adapt the training, personal development and mentoring
components of micro credit programs to attract and empower a wider range of women: a challenge which
will be taken up further in Chapter Four.

4) In developed economies, micro credit is not just about credit; it nearly always includes non-
financial forms of training, mentoring and development support

Micro credit programs in developed economies focus on enterprise development for disadvantaged and
equity groups, including women. Credit is important, but these programs also recognise that business
development requires more than just credit. Thus, the great majority of micro credit programs offer some
form of business development assistance, either directly or in partnership with other providers. Often this
involves an ongoing relationship in which new and emerging business people can continue to access timely,
targeted advice and assistance, as well as strengthening their networks and connections with markets.

Sanders (2004) observes that:

“Women, especially low income women and women of color, face barriers such as access to capital, information and
networking opportunities, and management experience in developing successful small businesses” (Sanders 2004:.83)

The issue with capital for many would-be entrepreneurs is access rather than cost; thus many programs do
charge interest (sometimes at a subsidised rate). Most, however, do not charge for the training and support
they offer to clients, relying primarily on philanthropic, corporate and/or government funding, partnership
with other providers, and/or volunteer effort, to provide these services.
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While some programs do use interest, investments, and/or for-fee service provision to cover a portion of
their costs, it is important to recognise that micro credit programs in developed economies cannot
completely pay for themselves (Forster et al 2006). Yet the experiences of many micro credit
internationally, demonstrates that by mobilising partnerships and long-term commitments of support, it is
possible to create sustainable organisations that generate social and economic benefits over time.

Micro Credit Success Stories

The success stories of micro credit are not stories of large scale social or institutional change: they are
stories of individuals given targeted support to enable them to develop their skills, confidence, networks,
and ultimately their entrepreneurial ability. While these are stories of women and their businesses, it is
important to acknowledge that ‘Success does not always mean starting a business’; as Servon (1999:91-92)
observes, women may come to a program, realise they are not ready, but still gain the skills and self-
confidence to pursue other options:

‘Micro enterprise programs train them to think critically, prepare for jobs they want to do, and help them think about
themselves and their careers in a long-term way.’ (Servon 1999:91-92)

ZOMR ZOM

Wisconsin Women — US Metrofund — Canada

Linda Stelpflug had the skills to be a  Anna Mendez lost her job due to
quilt-maker, but not the $10,000 needed  company downsizing. In the same month,
to buy a crucial piece of equipment - the  her husband lost his job as well. They
long-arm sewing machine that neatly  decided to be honest with the bank about
stitches the three layers of a quilt their situation and asked to have their
together. While paging through a book  mortgage payments temporarily reduced.
about financial help for female The bank responded by calling their
entrepreneurs, the West Allis woman mortgage and Anna and her husband
read about the Wisconsin Women's  were forced into personal bankruptcy.

Business Initiative Corporation Deciding she had nothing left to lose,
(WWBIC). The corporation not only Anna turned to self-employment and
provides small loans to get businesses started her own international marketing
up and running, but also offers training company. With her first Metrofund loan,

so that borrowers have the know-how to she purchased the materials she needed
succeed. When Stelpflug contacted the to get started. With her second loan, she

non-profit organization, she received purchased a computer and printer. With
training and a loan for $11,500. She her third loan, she financed a business
said she now is supporting herself, in trip to Argentina and secured contracts to
part, by running a profitable quilting export bicycles to Chile and Argentina.
business. For that, she gives credit to She later opened a warehouse and has
the Women's Business Initiative. "I since become one of the major
wouldn't be where | am without them," contractors for salvage clothing and store
said Stelpflug. (Gores 2004) returns in Toronto. (Frankiewicz 2001:42)
oD 1624 oD 1624
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ANDC (Associacao Nacional de Direito ao Crédito) — Portugal
Born in Angola, Francelina was finally able to see her dream come
true two years ago thanks to a loan granted by ANDC: running a
small restaurant in Lisbon. After several years in Brazil, Francelina
came to Portugal with her three children whom she had to raise
alone after her divorce. There was then the succession of small-
time jobs to feed her family: housecleaning and working in
restaurants. Francelina didn't keep track of her hours, or the
number of her employers — more often than not two or three in the
same day! Such conditions were too difficult, and she wanted to
set up her own business. She contacted one or two banks but had
no positive response, even though she had people who could act
as guarantors. It was thanks to a local development agency and
an article in a newspaper that she was able to get in touch with
ANDC. Her needs? 5000 € for the guarantee requested for taking
over the management of a small, fully equipped restaurant. She
used her personal contribution of 2000 € to round out the
equipment. A month and a half after her first contact, the loan was
granted through the "Millenium bcp" bank, one of three banks that
works with ANDC to provide micro loans. Today Francelina
manages to pay all her expenses, her social contributions, and the
tuition for her three children: two at university and one at school.
She no longer commutes four hours a day to get to a restaurant,
because she finally found an apartment nearby, although that
doesn't keep her from opening her restaurant at 8 a.m. and closing
at midnight! She's never kept track of her hours, but at least today
she works for herself and is proud to see her efforts directly
rewarded by a restaurant that works well, with regular customers
who appreciate not only the quality of her food but also her
availability and receptiveness.” (European Microfinance Network 2009)

SVCE
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Key Lessons for Program Design

Reflecting on the micro credit experience in developed economies, it is clear that government has a role in
many of these programs, but that government’s role is supplementary rather than central. Much of the
energy that drives these innovative programs comes from the non-profit and community sector. However,
this energy is leveraged and made sustainable through partnerships with philanthropic, corporate,
community and government supporters. With the exception of state-run development banks with a micro-
credit portfolio, micro credit programs in developed economies are usually not government-driven.
However, they frequently involve formal, long-term partnerships with governments at national, regional
and/or local levels.

Overall, it possible to distil a series of key lessons for program design, which can be useful for any
organisation seeking to develop initiatives in this space:

1) Be clear about the program mission, targets and relevance

Micro credit in developed economies tends to have a very different focus than in developing economies. It
also has subtly different missions: ‘target groups’ and desired outcomes vary. Programs primarily interested
in stimulating business and employment generation in particular places or among particular groups (e.g.
youth, women, migrants) will generally attract more ‘entrepreneurial’ individuals who already possess
significant human and social capital. These programs are generally not means tested and do not attract the
very-poor, though they do provide support and sometimes credit access to those who may face barriers for
other reasons. Programs primarily interested in the economic empowerment of low-income groups, on the
other hand, may reach poorer groups but have less impressive business outcomes. The strongest impacts
here are on skills, personal development, and additional income streams for low-income women and their
families. A failure to be clear about targets and mission can mean that programs move ‘upmarket’ to meet
profitability or outcomes criteria; this appears to be happening with some microfinance organisations in
Europe, moving toward larger loans and better-off clientele to tap into more profitable market segments
(NEF 2008:3). It can also mean that clients are subjected to one-size-fits all treatment that is irrelevant to
their needs; as one former client observed for a US program:

“It's a training program, but they don’t assess who you are. They make everybody do the same retarded work, although
the lady next to me had a master’s degree, and the one on the other side was still on drugs.” (Servon 1999:83)

2) Focus on outputs, and ensure they reflect your mission.

Evers et al (2007:10), reflecting on microfinance in Europe, observes that: “So far, the existing incentives in
and for microfinance institutions are not output oriented.” In contexts where the financial infrastructure is
already well developed, simply providing loans cannot be taken as a gauge of success. Schreiner and
Woller, reflecting on the deficiencies of the US experience to date, argue that it is necessary to measure
both costs and outputs in micro enterprise programs (Schreiner and Woller 2003:1576). Importantly, these
outputs need to reflect the organisation’s mission: whether it is to create sustainable businesses and jobs,
or whether it is to economically empower marginalised groups. If the main goal is the latter, simply
measuring business success tells an incomplete story. For instance Servon (1999) observes that in the US
women who drop out of courses before finishing them, or finish without starting businesses, are generally
classified in program evaluations as ‘dropouts’: yet many later return to these programs once they deal with
other barriers that have stood in their way (Servon 1999:80). Equally, women may not succeed in business,
or may not choose to continue, yet may use their new skills in paid employment or other roles (e.g.
volunteering).
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3) Build in appropriate supports for clients, but look beyond the Grameen ‘group lending’ model.

Across the board, the majority of micro credit programs in developed economies appear to take a targeted
local or regional approach, and nearly all provide support to clients (most typically business development
support) well beyond the provision of a micro loan. Such supports included early-stage training and
assistance, ongoing mentoring, networking, marketing and publicity. Generally, the ‘group’ lending model
popularised by the Grameen Bank (in which borrowers form groups to guarantee each others’ loans and
provide personal support) has not been found to work well in the context of developed economies
(Schreiner and Woller 2003:1569, Tinker 2000:237). Programs therefore tend to have a strong focus on
individuals. Where networking is recognised as important, the focus appears to be less on the kind of
‘bonding’ social capital represented by peer groups, and more intentionally on ‘bridging’ social capital that
connects participants with potential clients, formal business networks, and banks.

4) Don’t expect programs to pay for themselves; rather, leverage a range of funders and partners
to embed long-term sustainability

Particularly notable in the international experience is the range and number of funders and partners
involved in any given program. These programs are clearly highly attractive to, and can leverage a range of
support from, a range of sectors and interest groups: government at various levels, the corporate sector,
philanthropic sector, community sector and individual donors. The most common structure is non-profit,
place-based development corporation/ foundation with a range of public/private/philanthropic investors and
partners; but there are also government development banks, bank foundation, national charities, credit
unions, and other organisational variants. The appeal of micro credit is that it simultaneously brings
together a range of agendas, and this can be mobilised to good purpose when designing programs.
Though the specific governance models vary, a common characteristic is that they embed long-term
partnerships designed to ensure that programs are able to continue over time.

5) Take an intentional approach to coordinating micro credit initiatives within their larger policy
contexts

Here, in particular, the international experience has not reached its potential. Micro credit initiatives have,
by and large, been poorly coordinated, either among themselves, or with the larger social welfare,
employment, and financial frameworks in which they operate. This has been the case particularly in the US,
which has the largest number of programs, including initiatives in every state, but no coordination among
them, and few attempts to systematise lessons learned. Most concerning are cases of complete lack of
policy coordination leading to disjuncture’s between social welfare frameworks and micro credit initiatives;
such as the tendency to cut welfare benefits in the early stages of business development, de-stabilising
household livelihoods and discouraging additional earning for business investment (see Servon 1999: 82 for
examples from the US). In Europe, the EU has acknowledged, in principle, that “micro-credit operations
need to be seen in a broader legal and support framework because financial, employment and social
welfare systems are interrelated” (EU 2007:4). The fragmentation of the sector is beginning to be remedied
in Europe and the UK by the establishment of the European Microfinance Network, which is increasing the
sector’s visibility and research base. However, it remains to be seen to what extent diverse microfinance
initiatives are coordinated with, or remain largely external to, other policy initiatives across the member
countries.
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In closing this international review, it is useful to reflect on the insights of Jack Litzenberg of the Charles
Stewart Mott Foundation in the US, about the factors that comprise a successful micro-credit program. Mott
observes that successful programs:

- Have adapted to their own culture (that is, they are relevant to the contexts where they work);
- Provide a support system to the client;

- Collaborate well with the community, and don't try to do everything on their own;

- Connect with those who lend at higher amounts, to create a continuum of capital access; and
- Are sustainable, even if not self-sufficient. (Mott, quoted in Servon 1999:130)

These points resonate well with the points made above. We would add, based on our international review,
that successful programs also:

- Are clear and realistic about their mission and targets;
- Name and track desired outputs; and
- Seek to coordinate their efforts and influence broader policy frameworks.

It is in these latter three areas where there are opportunities for Australia to improve upon the international
experience to date. The third area, in particular, offers a particular opportunity for government to raise
awareness of the potential of best-practice micro credit, recognise its synergies with existing forms of
enterprise, training and welfare support, and work to inform and resource a coherent approach to economic
empowerment across sectors.
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3. Scoping the Demand for Micro Credit in Australia
What is the Demand for Micro Credit in Australia?

The Socio-Economic Context

Both the economic and social contexts are highly favourable at the present time for an intentional
exploration of the potential role of micro credit in Australia. There are also a number of compelling reasons
why it makes sense for Government to focus on the potential effectiveness of this strategy for women, and
women’s economic empowerment, in particular.

First, self-employment and micro enterprise are significant and growing features of the Australian economy
and both are particularly significant in a time of economic downturn. Edgcombe and Klein (2005:9-13), for
instance, note that factors such as the loss of secure middle-class jobs, corporate downsizing and
outsourcing, the desire for working parents to achieve better work-life balance, aging population, growing in-
migration and a range of other social and economic factors encourage the growth of self-employment. Yet
the data on business ownership across all jurisdictions in Australia show that women continue to be
dramatically underrepresented among business owners. Across the board, men are about twice as likely as
women to be business owners, whether self-employed or employers of labour (See Figure One below). Out
of nearly 1.5 million Australian business owners in 2006, only about 31% are women; there has been little
change in this proportion in over a decade ( ABS 2004:5).

At the same time, there is no evidence that women who overcome the barriers to business startup are any
less successful in business than men; NEIS data show that well over half the women who start businesses
under that program are still self-employed after two years (and a number of others are employed
elsewhere); similar to the figures for men (Kelly et al 2002:8). However, the amount of initial capital raised
appears to impact the survival rate of NEIS businesses, and there is a strong reliance on personal savings
as a source of finance (Kelly et al 2001:7).

Overall, finance for micro enterprises is difficult to obtain in Australia. The majority of micro businesses use
their own savings to cover start-up costs (CPA 1999 quoted in BSL 2004:7); while this works for some, it
may well put business ownership beyond the reach of those with limited financial capacity to save. Chant
Link and Associates (2004:61) observed that finance options are limited in Australia for small businesses in
general and that ‘most SMEs are forced to obtain finance from family, friends, and in some cases, fringe
credit providers, since they find extreme difficulty in obtaining an overdraft facility or loan.’

From a financial access and inclusion perspective, it is often women who seek loans outside mainstream
financial institutions. Among the no-interest and low-interest consumer micro credit products currently on
offer in Australia, the majority of clients are women. The New South Wales NILS network reports that about
two-thirds of their clients are women (NNN 2008:4), while the Brotherhood of Saint Laurence notes that
about 80%-90% of the inquiries they receive for loan programs are from women, mainly sole parents (BSL
2004:4). Demand for no-interest, means tested consumer loans appears to be large and growing as
consumer awareness of the service increases; and women are clearly the majority of those who seek these
community-based loans.
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Figure One: Women and Men Business Owners by State/Territory

Women and Men Business Owners by State, 2006
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Finally, a range of international experience demonstrates, and Australian expert consultations confirm, that
women'’s businesses are often likely to start life undercapitalised due to issues with accessing both formal
finance, and business development support. Carter and Rosa (1998) studied 600 firms in the United
Kingdom, and argued that the shortfall in initial capitalisation many women face could set them at a
disadvantage in terms of the business’s capacity for growth. This was not because banks were guilty of
discrimination; but rather, socialisation and the work-related experiences of women put them at a
disadvantage compared to their male counterparts (quoted in Massey and Lewis 2003:13-15). Similarly,
research in New Zealand found that whilst women do lack access to capital this disadvantage is often either
caused by, or exacerbated by, a corresponding lack of knowledge and training, leading them to often enter
industries or enterprises where entry barriers are low and to work at a comparatively small scale (Massey
and Lewis 2003:16-22). Female small business operators in Australia are also much more likely than their
male counterparts to work only part-time in their business (ABS 2004:7)

These contextual factors suggest that it is a useful and timely approach to scope the potential parameters
for demand for micro credit in Australia, with particular focus on the size and characteristics of the
population that may potentially demand micro credit.

Potential Client Demographics and Market Size

Initial conversations with project working party members indicated their strong interest in encouraging the
economic engagement and participation of women. ‘Economic participation’ may take the form of self-
employment or business ownership, but it may also include skills development in preparation for paid
employment. The working party is particularly interested in assisting low-income women and those not
engaged in the labour force, toward the key policy goal of increasing women’s economic security. Thus,
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when assessing the potential client demographics, we have focused first on the population of women who
are low income and not currently participating in the paid labour force.

Demographically, both the number and proportion of low-income women in Australia greatly exceed those
of low-income men. There is no agreed definition of ‘low income (as demographic factors need to be taken
into account), but an indicative figure is the Centrelink Low Income Health Care Card cutoff: an average
gross weekly income of $450/week for a single person. The closest equivalent in Australian Bureau of
Statistics data is a gross income under $400/week (about $20,000 per annum). Using this slightly lower
definition, over 40% of the female population of most states is ‘low income’. Figure Two provides a
breakdown of the proportion of women and men in each state and territory who fall below this ‘low income’
threshold.

Figure Two: Comparison of Low-Income Women and Men

LowIncome Women and Low Income Men
(low income’ defined as less than $400/week)
As aProportion of all Women / Men aged 15 years and over
By State or Territory 2006
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The high proportion of low-income women is significant. Yet arguably, it has as much to do with women’s
formal labour force participation, as it does with economic well being. As can be seen in Figure Three,
women across Australia are much less likely than men to be formally employed. About a third of all women
ages 15-64 in Australia either unemployed or, much more typically, not in the labour force. A larger number
of women than men also work part-time. These data suggest that low individual income may be due to low
labour-force participation. Equally, low individual income need not equate to household poverty (for
instance, where a spouse has a good income). While household income can provide a more reliable
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indicator of poverty, it does not provide any indicator of the income that women themselves actually have at
their disposal.

Figure Three: Comparison of Labour Force Participation

Proportion of Women and Men Unemployed or Not in the Labour Force
As a Proportion of all Women/ Men aged 15-64
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A closer look at women who are both ‘non-participants in the formal labour force’ and have low individual
incomes (Figure Four) demonstrates that over a quarter of all Australian women aged 15-64 are both low-
income and not participating in the labour force. This proportion varies considerably, however, according to
jurisdiction: from around 18% in the ACT to around 30% in Tasmania. Thus the broad ‘target market’ for an
economic participation tool aimed at low-income women is potentially quite large, as per Table Five: over
1.8 million women across all jurisdictions. It is also important to note that these estimates are based on
2006 Census figures, which pre-date the current economic downturn.

This is, however, only an estimate of the potential market, and needs to be addressed with caution. There
are two important caveats to the demographic data:
1) ‘Low income women’ are not necessarily from low income households; only a proportion of these
would actually meet a low-income means test; depending, for instance, on spouse’s income.
2) ‘Not participating in formal employment’ does not mean inactive or unproductive: women may be
studying, caring for children or others, or involved in other forms of non-formal work (e.g.
volunteering).
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Figure Four: Women Who Are Low Income and Not Participating in the Labour Force, by

State/Territory, 2006
Proportion of Women Aged 15-64
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Table Five: Estimated number of ‘low income women’ aged 15-64 who are not participating in
formal employment, by jurisdiction, 2006 figures

NSW

Vic Qld SA WA Tas NT ACT Other T. Total

620,461

466,955 | 342,267 | 139,688 | 170,818 | 48,240 | 16,679 21,539 | 290 1,826,937

Source: ABS Census Data 2006

Given these caveats, the potential universe of female micro-credit clients in Australia that would meet the
low income’ and ‘not-employed’ criteria can be defined loosely as per Figure Five.1

17 This model is loosely based on ‘Estimated demand for micro credit in the EU’ (EU 2007:17-18). That model estimated that
about 45% of individuals facing the risk of poverty would consider entrepreneurship as an option (‘potential entrepreneurs’).
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Figure Five: One Breakdown of Potential Market Size for Micro Credit
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While the ‘potential’ group is large — about 4 million low income women, with about 1.8 million of those not
currently in employment — its actual size depends on how a program is scoped, and the number of potential
clients who ultimately self-select in. Demand ultimately depends on program targeting and on self selection,
which depends in turn on a range of social, cultural and situational factors.

The scope of a program is therefore of key importance. The breakdown above, for instance, assumes that
the focus is women who are low-income, labour-force non-participants, and potentially entrepreneurial. By
making these scoping categories explicit, we can explore the extent to which they are relevant. For
instance, looking at the ‘spaces in between’ raises a number of key questions for program design: What
about low-income women who work part time or casually? Would they be eligible for a micro credit
program? What about non-working women with working husbands/partners? Would these women be
eligible? Is the target market women who are currently looking for work — and thus receiving employment-
related Centrelink benefits: about 225,000 women across all jurisdictions as of January 2009? Or does it
include the much larger group of women who are low-income (and may receive other forms of benefits) but
are not currently looking for work?
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Finally, what of the denominator ‘entrepreneurial’ or ‘interested in starting a business’, which is typically the
way ‘enterprise’ micro-credit is distinguished from consumer micro credit? Is the target group limited to
women who see themselves as capable of developing an enterprise (and thus seek credit for this purpose),
or more broadly to women who are exploring their options? When previous labour market experiences
have not built confidence, it is risky to simply assume that people will see business as a viable option for
them.

The important lesson is to define categories with care, and beware of embedding assumptions within them.
As the NEIS (New Enterprise Initiative Scheme) experience suggests, those on benefits who are interested
in starting a business are one subcategory within the larger universe of jobseekers. NEIS, with its particular
targeting (jobseekers who must be on Newstart or Youth Allowance, 18 years or older and interested in
starting a business) has attracted 6,-7,000 participants a year nation-wide (Kelly et al, 2002:2, DEEWR
2008:27), compared with, for instance, over 300,000 people receiving job search or intensive employment
support (DEEWR 2008:27). NEIS success rates are generally impressive, including for women, but the
program attracts a more ‘select’ group, including the better-educated among jobseekers (DEEWR 2008:26).

Similarly, those people who are contemplating business start-up are not necessarily low-income or
unemployed, but they may still be facing obstacles in terms of skills, knowledge and finance. Expert
consultations identified that skills and knowledge of business are still the major barriers facing would-be
business intenders and new businesses. These may include poor knowledge of basic business concepts,
book keeping and management of accounts, and lack of a real knowledge of the costs and requirements of
going into business, as well as access to ongoing mentoring assistance.

Overall, these data suggest that while there is clearly a market that could benefit from micro credit for
enterprise development, and that the potential market is quite large, the actual parameters of demand will
depend on program scope and targeting, as well as the self-selection decisions of participants. Demand
may also vary considerably from locality to locality; overseas most programs have a local or regional focus,
suggesting that there is a need for a contextualised local view of where opportunities, and thus potential
demand, are most likely to exist.

Scoping Market Penetration and Demand: Micro Credit Experiences to Date

Overall, as per the findings of the National Stocktake (2008), micro credit for enterprise is a largely under-
developed sector in Australia. The only national-scale initiatives currently operating are the suite of National
Australia Bank (NAB) micro enterprise programs. There are also enterprise-focused micro credit programs
that operate at a local or regional scale, which have much to offer in terms of their pioneering work in this
space.

The NAB micro enterprise programs are a suite of five programs offering unsecured business loans of
between $500 and $20,000 for people on low incomes (NAB 2008a:1). Micro enterprises are defined as
businesses employing five or fewer people; most loans are for existing businesses rather than start-ups (the
exceptions are the targeted programs for Indigenous and young entrepreneurs). Clients have typically used
these loans to purchase plant and equipment, stock, leases or to implement marketing strategies to
promote the business’ products and services (NAB 2008a:4). The loans are offered at a reduced interest
rate and are fee-free. The loan default rate so far has been about 5% (NAB 2008b).

The program commenced in 2007 and as at 30 June 2008, 88 Microenterprise loans had been written
across the four programs at an average value of $15,000, ranging from $2000 to $20,000 (NAB 2008a:2).
The supply of loan capital committed ($18 million) have greatly exceeded loans made to date (about $1.43
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million) (NAB 2008b:2). 52% of micro enterprise program clients have been women, and the majority of
loans have been made to clients in New South Wales and Victoria (NAB 2008a:4). Programs are delivered
through partners who provide training and business mentoring (see NAB 2008a:6-8).

Table Six: NAB Micro Enterprise Programs (National)

Program Name Key Partners | Geographical Description
Scope
Enterprise Boost Business Nationwide Low-interest loans to
Enterprise businesses that have
Centres been involved with
Australia Business Enterprise
Centres (BECs) and

have been in operation
for at least six months.

Young Enterprise Nationwide Low-interest loans to

Entrepreneurs Network of young people (18-29)
Young for the purpose of
Australians starting or growing a
(ENYA) business.

Enterprise Plus National Nationwide Low-interest loans to
NEIS existing businesses that
Association have been involved with

the New Enterprise
Initiative Scheme

Indigenous Indigenous Nationwide Low-interest loans to

Entrepreneurs Business existing and new
Australia Indigenous owned
(IBA) businesses with IBA

support.

Incubator Connect | Business Nationwide Low-interest loans to
Innovation & existing businesses
Incubation affiliated with small
Australia business incubators

Source: By author, based on NAB data at http://www.nab.com.au/

NAB, working with their various partners, has had the widest-ranging experience in micro enterprise finance
in Australia to date, in terms of varied target groups and geographical reach. NAB confirms, in its review of
this micro enterprise loan experience, that demand exists in these markets:

“Our experience has confirmed the need for unsecured business loans of between $500 and $20,000 for people on low
incomes, who have few or no avenues to access affordable credit” NAB (2008a: 10).

There are also other programs which do not have a explicit focus on micro enterprise, but which also

provide targeted business finance at a larger scale and business development support to particular groups,

most notably Indigenous communities. These include:

¢ Indigenous Business Australia’® IBA Enterprises, specifically, has a business loan program that
assists assist Indigenous Australians to establish, acquire and grow viable businesses, with a focus on
small and medium businesses.

e The Indigenous Capital Assistance Scheme'?, a partnership between Westpac Bank and Indigenous
Enterprise Partnerships started in 2004, gives Indigenous businesses access to commercial finance up
to $500,000 with interest subsidies and culturally appropriate support services and mentors.

'8 http://www.iba.gov.au/ibaenterprises
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e The Torres Strait Regional Authority Business Funding Scheme (BFS)20is a commercial finance
program that, as of 2008, launched a small business development component involving community
business forums, small business training, and access to loans. The BFS assists Torres Strait Islander
and Aboriginal people living in the region to establish, acquire, develop and own their own business.

While these programs tend to attract businesses with larger capital needs than micro credit, they do focus
on businesses that lack access to mainstream finance, and they also provide business development
support. Such programs appear to play an important role, but like the NAB loans, the actual numbers of
businesses assisted through these programs are not large. The Torres Strait Regional Authority Business
Funding Scheme issued four new loans in 2008 and had about 21 loans active. At the other end of the
spectrum, IBA, working at national level, answered about 1700 enquiries, and provided support to over
1000 businesses in 2007/08, but only approved about 100 loans (IBA 2008:1).

Other programs offering micro credit for enterprise in Australia operate at local or regional scale. This study
identified four such programs that are currently operating in Australia (See Table Seven and Table Eight).
Of the four programs identified, two focus primarily on Indigenous people and two on women. Within these
general groupings, their target groups are again quite different. Many Rivers Opportunities is structured as
a micro enterprise development organisation, while the Traditional Credit Union is a financial service
provider serving remote communities. Tasmania’s Women in Business Micro Credit program specifically
targets low-income women (Health Care Card holders) while Bizness Babes works with ‘mothers’
regardless of income, though they do attract women from disadvantaged backgrounds among their clients.
All of the programs are quite small and have limited market penetration, working in specific geographic
areas (from remote areas to urban ones). They demonstrate the potential of various approaches to micro
credit for enterprise development, and each provides an important source of program expertise for future
work in this area.

Table Seven: Aboriginal Micro Credit for Enterprise Programs

Program Name Key Partners Geographical Description Dates
Scope Active
Many Rivers Mission Australia, | Northern rivers of Clients are Indigenous and other | 2002-
Opportunities Opportunity New South Wales people who have enterprise plans | present
Australia and (office in Grafton) and activities but lack the
Westpac Bank necessary support to fully develop

their activities into a sustainable
business. Field officers identify
individuals with sound business
ideas and provide one on one
support and loans ranging from
$500 to $15,000 at market rates

of interest.
Traditional Credit Union | NAB Northern Territory Offers a diverse range of financial | 1994-
(12 branches) services to remote communities, present

with membership of primarily
Indigenous people on low income.
Offers small business loans up to
$15,000.

Source:
Many Rivers Opportunities: http://www.manyriversopportunities.com/
Traditional Credit Union: http://www.tcu.com.au/

19 http://www.iep.net.au/index.htm; http://www.westpac.com.au/internet/publish.nsf/Content/WIWCCP+Enterprise+Partnerships
20 http://www.tsra.gov.au/the-tsra/economic-development/business-funding-scheme.aspx
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Table Eight: Women-Focused Micro Credit for Enterprise Programs

Program Name Key Partners Geographical Description Dates Active
Scope
Women in Women Tasmania, | Tasmania This program assists people 2005-present
Business Micro Deportment of on low incomes (Health Care
Credit Program Economic Card holders) by providing
Development, NILS business mentoring support
Tasmania and no-interest loans up to
$3000. The program has been
primarily marketed to women
but now also offered to men.
Applicants must complete a
business plan approved by an
authorised Enterprise Centre.
Bizness Babes The Body Shop, the | Melbourne (2 This program is designed for 2006-present
Australian locations), mothers who want to be in
Department of Brisbane, Sydney business, to address some of
Education, Science the challenges that confront
and Training, women when trying to balance
American Express rearing a family with earning
Foundation, Wise an income. The program
Foundation provides free business training
and support over 11 dynamic
workshops, and interest free
loans up to $5000.

Source:

Women in Business Micro Credit Program:
http://www.dpac.tas.gov.au/divisions/cdd/women/women_work_and_finance/women_in_business;
http://www.development.tas.gov.au/business/list_of_small_business_programs_and_services/women_in_business_micro_credit_
program

Bizness Babes: http://www.biznessbabes.com.au/

In addition to these programs, the Australian experience includes a number of earlier pilot micro credit for
enterprise projects such as First Business Finance and the Brotherhood of St Laurence Small Business
Loan Scheme, which are profiled in Burkett (2003). A recent pilot project of particular note is the
Enterprising Women project, which ran from 2005-07 and was evaluated with a report published in 2008
(WHIN 2008). That project was conducted by Women’s Health in the North with Spectrum Migrant
Resource Centre and Victorian Government funding. It worked culturally and linguistically diverse women in
Northern Melbourne, especially recent arrivals, providing financial literacy education, business education,
and no-interest business loans ($2000) with a 0% default rate. Ninety-eight women accessed their business
education program, 11 received loans, and overall women reported an increase in their confidence and
skills in relation to starting a business (WHIN 2008:19).

These programs and their proponents provide important sources of expertise and potential partners for
governments seeking to understand and leverage the successes of the Australian micro credit experience
to date. In addition, the 280 providers of accredited No-Interest Loan Schemes (NILS) across the country
that together form the NILS network, have considerable expertise in outreach and small loan provision to
disadvantaged communities. These are primarily consumer loans, although there are some moves to
encourage the use of loans in areas such as training. The market for NILS loans is specifically low-income
individuals, and about 2/3 of these are women. The growing popularity of NILS among low income women,
including those from CALD backgrounds, further indicates a need for accessible credit for these socio
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economic groups. Chant Link and Associates (2004) estimate that potential domestic market flow for small
scale credit is likely to stand a $10 billion in transactions annually (Chant Link and Associates 2004).

Overall, the micro credit for enterprise experience in Australia to date suggests that:

There is demand for enterprise-focused micro credit, at a range of levels and for a range of reasons.
However, demand for micro credit for enterprise is likely smaller than demand for consumer credit, at
least for low-income target groups, given experiences to date.
Demand for micro credit is also closely intertwined with demand for appropriate and responsive
business development support. Typically, for new entrepreneurs, business development support
(including access to ongoing mentoring) is the greatest need, credit is an important supplemental need.
Experience to date shows that a larger number of women access the training and support aspects of a
program, while fewer ultimately go on to apply for and receive credit.
Program demand depends on program design, and a number of potential target markets exist.
Welfare is not necessarily a hurdle to participation in programs, so long as welfare payments are not
affected as the business is attempting to become established.
Very few financing options exist for micro enterprises beyond the programs identified here: options
appear to be limited to personal savings, friends and family, and personal credit cards (for those who
qualify). Only those with good income streams who can meet bank criteria can access personal or
business loans;
Market coverage of existing micro credit for enterprise programs is still very, very small. To summarise
the scale of individual programs:
The entire suite of NAB micro enterprise loan programs provided 88 loans in their first year across
the country.
The Women in Business Micro Credit Program has provided nearly 100 loans over four years.
Bizness Babes lists 43 businesses in its online directory that have been established out of the
program.
Many Rivers Opportunities’ pilot experiences in various settings made 150 loans over several
years. Between 2002 and 2004, the program worked with 100 clients: 39 took out loans, and 13
took out a second loan (Stanley and Bromley 2004:5).
Enterprising Women, working in northern Melbourne, provided financial literacy training to more
than 250 women, business education to 98 women, and no-interest business loans to 11 women
(WHIN 2008:3).
There exists considerable scope to expand the provision of enterprise-focused micro credit in Australia.

Strategic options will be explored further in the next chapter.
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4. Design Considerations and Potential Program Models
What is Micro Credit Best Practice for the Australian Context?

Segmenting the Market for Microcredit

The data presented from both the international and Australian experiences suggest a clear need to
understand the diversity in the potential market for micro credit. Many micro credit programs seek to
stimulate business and job creation by assisting a select group of ‘most likely to succeed’ entrepreneurs
who are in need of support to achieve their potential. Others seek to assist ‘harder to reach’ groups who
are less likely to see themselves as entrepreneurs and who face more entrenched obstacles to economic
participation.

Segmenting the market for micro credit allows us to think strategically and realistically about the continuum
of capital and support that may facilitate a range of different individuals to fulfil their economic goals. The
market for micro credit (potential demand) can be segmented according to the following characteristics:

Economic status;

Socio-cultural identity (gender, ethnicity, age, community affiliation and associated norms/values);
Education, skills, ability, confidence;

Socio-economic circumstance and current employment status (stay at home parent, carer, part-time
worker, long-term unemployed);

Entrepreneurial ambition and purpose; and

6. Infrastructure and institutional support base (remoteness, cultural accessibility of institutions, etc.).

o=

o

Similarly, the desired outcomes that influence program supply can be segmented into the following:
1. Business startup/ development and broader job creation;

2. Formal economic participation of non-participants;

3. Direct income generation for low-income households; and

4. Economic empowerment of marginalised groups

All of these outcomes can potentially be met by micro-credit programs, but they will not be met for all market
segments at all times in the same way. The simplified schematic presented in Table Nine allows us to
begin to visualise the different combinations of characteristics that might be involved in defining different
market segments or ‘target’ groups, such as ‘low-income mothers’ or ‘disadvantaged young people.’
Clearly, individuals have a range of characteristics that may affect both the degree of assistance they
require (financial or non-financial), the likelihood that they would see themselves as ‘potential
entrepreneurs’, and the number of barriers they would face when attempting to start or grow a business.
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Table Nine: Market Segmentation for Micro Credit

Point of Market Indicator ‘Target’ Label

Segmentation

Economic status Means test (Centrelink) | Low income

Socio-cultural Equity group Women

identity membership CALD/ Migrants
Indigenous
Youth

Educations, skills, | Difficult to ascertain; Marginalised

ability, and may use educational Low-skilled

confidence attainment, age or Youth

economic participation
as a gloss

People with disabilities

Socio-economic

Occupational status

Unemployed

circumstance (formal and informal Not in the Labour Force
occupations including Parents/ Single parents
parenting, caring)
Entrepreneurial Goals, e.g. economic Potential entrepreneur/
purpose success, self- business owner
employment, income Potential to be self-
supplement, community | employed
benefit Potential social
entrepreneur
Available Rurality/ remoteness, (Geographically)
Infrastructure and | institutional accessibility | Disadvantaged/ Excluded
Institutional (physical and cultural/ (Socio-culturally)
supports linguistic accessibility) Disadvantaged/ Excluded

Source: By author
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Figure Six: Mapping Client Characteristics

Enterprise focused programs

Empowerment focused programs

T High Need
Disadvantaged,
excluded
Low income
Low skilled, low
confidence
Women, CALD, other
equity groupwith no
Unemployed other barriers
B Not in the \ _
) labour force > Fewer Barrier; to
Greatest Barriers to Men, Mainstream ,

: . Business Success/
Business Success/ cultural groupswith| o, likely to
Least likely to no other barriers succeed
succeed

Employed
l High income High skilled, high
\ confidence
Low Need

Well supported

Figure Six attempts to map various client characteristics along two axes: according to whether they appear
to represent states of ‘high need’ or ‘low need’ (and thus a justification for additional support), and to what
extent these characteristics may present significant barriers to business success.

Many micro credit programs focus on the upper-right quadrant of Figure Seven: targeting equity groups
such as women, and/or culturally and linguistically diverse individuals, and/or remote, and/or people who
are not in the labour force but do not experience other forms of disadvantage or exclusion (e.g. low income,
low skills, low confidence, etc.) or who experience them in a very transitory way (e.g. temporary
unemployment). These programs target people who already have the skills, confidence and desire to run a
business, but require additional assistance to do so. Such programs most likely to succeed in generating
Policy Outcome #1: Business Startup /Development and Job Creation. They may also assist toward
achieving Policy Outcome #2: Formal Economic Participation of Non-participants.
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Shifting micro credit program targeting to the left, toward less-skilled, more disadvantaged, less confident
individuals — especially those experiencing ‘multiple forms of disadvantage’ — make Policy Outcome #1
much more difficult to achieve. Programs focusing on more disadvantaged clients can expect lower rates of
full time business startup — rather, more part-time businesses and income supplements — and less indirect
job creation, but deeper benefits in terms of income generation and economic empowerment for more
disadvantaged people. Particular gains can be made toward Policy Outcome #3: Direct income generation
for low-income households; and Policy Outcome #4: Economic empowerment of marginalised groups.

Mobilising Micro Credit Best Practice: An Integrated Support Model

In Chapter 2, above, we identified a series of best-practice insights from the international micro credit

experience in developed economies. These show that successful programs:

Are relevant to the contexts where they work;
o Provide a support system to the client;

Collaborate well with the community, and don’t try to do everything on

their own;

e Connect with those who lend at higher amounts, to create a

continuum of capital access;

Are sustainable, even if not self-sufficient;

Are clear and realistic about their mission and targets;

Name and track desired outputs; and

Seek to coordinate their efforts and influence broader policy
frameworks.

In Chapter 3, we concluded that there is clearly demand and opportunity to
expand the offering of micro credit in Australia, but that it is necessary to do
so with the realisation that:

Demand for micro credit for enterprises appears smaller than demand
for accessible consumer credit;

Demand for micro credit is closely intertwined with demand for
appropriate and responsive business development support; and

A number of distinct potential target markets exist for micro credit.

Preliminary consultations with a range of Australian experts about design
principles for micro credit products for the Australian context emphasise:

The importance of cultural relevance and accessibility, particularly for
groups that are not comfortable accessing mainstream institutions
The primary importance of business planning and appropriate and
sound businesses development services that equip clients to manage
and run a business, and which distinguish ‘real’ business
opportunities from those which merely sound good

Ongoing, accessible and appropriate business mentoring and support;
Particularly with more disadvantaged clients, the need to build
personal relationships and a range of supports, even before a person
is ‘ready’ to consider the possibility of business startup.

Good lending and repayment structures; for the national NILS network
and other experiments in loan provision to low-income clients the
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government's Centapay service has been very valuable in reducing loan default and facilitating
payment for clients (e.g. Scutella and Sheehan 2006:19).

These insights emphasise that micro credit needs to be offered within a larger context of relevant and
responsive client support, one which acknowledges the role of consumer credit, provides ‘steps up’ to
longer-term economic empowerment, and offers relevant options to potential entrepreneurs at all levels.

Overall, they suggest a need for a coordinated approach: which could take the form of a continuum
modelled as follows:

Figure Seven: A Micro Credit and Associated Supports Continuum

Mainstream business
credit and support.

Enterprise development Pid
programs and credit for -,

larger enterprise with r
potential for job creation

Enterprise development e
programs and micro credit .
for new and micro scale ¢
enterprises

Basic future-focused
economic empowerment:
business, professional and

other skills, and ‘future-
focused’ micro-credit

Basic financial
empowerment: NILS,
Step UP, financial
literacy support, other
support

Empowerment Programs

Enterprise Programs

Non-business
empowerment (e.g. good
jobs, secure livelihoods,

skills contributing to
communities.

Mainstream

Women with low literacy
Low-income low-confidence
Long-term unemployed

Migrant/ CALD women
Low-income skilled women

Women re-entering workforce
Indigenous entrepreneurs

42

Women with established
businesses

Women with good
employment options




This model recognises that clients may enter at any point on the continuum, and may require different levels
and kinds of support, depending on their particular combinations of characteristics. For instance, recent
migrants may already have strong business management skills but require assistance navigating a new
cultural and institutional context. Well educated women may still have low confidence and little knowledge
of the practicalities of business. In general, however, multi-dimensionally ‘better-off market segments will
enter to the right of the diagram; multi-dimensionally ‘poorer’ market segments will enter to the left.

The ‘building blocks’ on this continuum are conceptualised as follows:

1) Basic financial empowerment. This level of service focuses on immediate needs of low-income
individuals or others experiencing financial stress (e.g. due to job loss). This level of service provides
an alternative to exploitative credit providers and can help to
build confidence and basic money management skills. 2! Itis a

logical entry point for individuals facing multiple forms of Most NILS programs provide

disadvantage including low-income women with low literacy, support at building block one,

low-income culturally and linguistically diverse women (in both as do the slighy larger,

urban and remote communities), and others. The types of interest bearing $ep-UP loans

support required will vary from place to place and from and the financial literacy and

individual to individual, but may include: other support often provided by
o Consumer micro credit (e.g. NILS and Step UP the community agencies that

loans) - to meet immediate needs which can administer these programs.

significantly improve quality of life: access to basic
appliances, motor vehicles, family reunification,
etc,;

o Financial literacy and budgeting support;

o Personal support and mentoring to develop
financial and career strategies.

OEnterprising |
financial literacy, business
development and micro credit
component, was a crossver
program between building
blocks one and two.

2) Basic future-focused economic empowerment This level of
service focuses on individuals who are exploring options for
their future, which may include business opportunities, further
education/ training or labour market re-entry. Clients here
have met their immediate needs and are in a position to think
about, and develop strategies for their future. Supports here

might include: o _

o NILS micro credit or other credit for training, 0 Bi z n e s whiclBfachsess ¢
education, or other self-development activity; on giving mothers the chance

0 Business exploration and introduction to business to explore ther potential to
Workshops; start a bUS//?@SS, starts at

o Work in a social enterprise to gain skills. building block two and

accompanies those who wish to
3) Enterprise development programs and micro credit for new start a business into building

and 6micr oo :Tsisdeellofeerviee focusesonp 1 | LIECk three.
individuals who are ready to seriously consider business start-

up. The New Enterprise Initiative Scheme and the bulk of

micro-credit programs sit here. These programs typically provide:

21 See e.g. Good Shepherd (2005)
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0 Business development support, including business

plan development;

Ongoing support and mentoring;

0 Access to micro credit specifically targeted for
enterprise investment. Depending on their targeting
and goals, these programs may charge no interest,
reduced-rate interest, or typically overseas, full
market rate interest.

(@)

4) Enterprise development programs and credit for larger
enterprise with potential for job creation: This level of
service moves beyond ‘micro’ business and micro credit to
focus on potential entrepreneurs who require additional
assistance, but who have the potential to generate
significant enterprises and job creation particularly for
disadvantaged communities (including, for instance, remote
Indigenous communities).  Support offered here may
include:

Tasmani adés 0 Wo1
Business Micro Credit
Programb [ ocuseé
income women who are ready
for building block three.

The Indigenous Capital
Assistance Scheme is one
example of a program that
provides business development
support and large loans for
businesses with the potentiato
generate employment for

o Financial intermediation (linking clients with existing disadvantaged communities
banking  products, assisting  with  formal
requirements and paperwork and guaranteeing
loans where necessary);

0 Business development support and appropriate mentoring (additional or tailored support
taking into account socio-cultural characteristics and institutional access issues);

o Networking and promotion support.

5) Mainstream business credit and support are available to entrepreneurs with skills, confidence,
good income and assets, who are able to navigate the available options in government business
support, private consultancy, and mainstream personal and business loan products.

It is proposed that an integrated approach to micro credit and associated supports, based on the best
practice principles above, could create a continuum of support that would serve the needs of a broad range
of market segments while allowing more disadvantaged individuals to be assisted from ‘where they are’ to
situations of greater economic empowerment and well being. Government, community, business and
philanthropic groups are all already working in different capacities and in different places along this
continuum. What is needed is more communication and coordination of efforts, recognising the advantages
of leveraging partnerships to achieve economic empowerment goals.

Implementing the Micro Credit Continuum: Three Potential Models

We already have a number of key ingredients and supports already in place in the Australian context which,
if viewed holistically and coordinated strategically, provide important ingredients for implementing the kind of
integrated support continuum detailed above. In the final section below, we will explore three potential
models through which government could use micro credit to promote a more integrated and strategic
approach to economic empowerment in Australia.

Each of these models casts the government in a supporting role, working to facilitate and coordinate (rather
than drive) the efforts of key implementation groups. This study has identified the presence of groups with
extensive on-the-ground expertise in community development, business development, microfinance and
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social enterprise. The role of government is not to duplicate or supplant their efforts, but, in line with the
role most typically taken by governments overseas, to provide key partnerships and logistical and funding
support; as well as coordination and increased coherence between government policy and community level
innovation.

Model One: Loosely Coordinated Networks

This model builds upon and extends the strengths of the status quo situation. It recognises the strength of
the community-driven approaches that have generated innovative programs thus far. It acknowledges the
important role played by the NILS network and the various national business support networks. However, it
also highlights the urgent need for information sharing across organisations, interest areas and regions,
toward the development and dissemination of micro credit best practice.

Model One posits that government can potentially play an important role in facilitating and resourcing an
intentional coordination and collaboration among the various, currently fragmented, sources of
implementation expertise around micro credit that are already present in Australia.

These sources of expertise include:

e Community networkers — these are organisations, individuals or intentional networks which, through
their embeddedness in geographical communities or member-based networks, have direct access to
many individuals and knowledge of community networks, cultural norms, needs, and assets.

e Low-income service providers — often though not always overlapping somewhat with the former group,
these are the organisations that provide services directly to low income or otherwise disadvantaged
individuals and communities. Most notable among this group are those with experience in financial
services delivery to low-income groups: providers of no-interest loans through accredited NILS
schemes, the Good Shepherd Youth and Family Service, the Brotherhood of Saint Laurence, and
others who combine knowledge of and contact with very-low-income groups with financial service
delivery experience.

e Business service providers — these include the national network of Business Enterprise Centres, the
national network of NEIS providers, business incubators, business mentoring organisations (e.g.
Mentor Resources Tasmania) and others including private consultants who have expertise in the
processes of business development. Most relevant here are those BECs and micro credit programs
such as Mary Rivers Opportunities, Bizness Babes and Enterprising Women that have intentionally
sought to develop a methodology for business development with non-mainstream groups.

e Micro credit expertise, or organisation which have combined financial and business services — such as
Many Rivers Opportunities, Bizness Babes, and Women Tasmania’s Women in Business Micro Credit
Program.

The Australian Microfinance Network already brings together a number of individuals and institutions
interested in NILS, financial inclusion, community finance, and micro credit both in Australia and abroad,
including many innovative organisations. Their interest in coordination and dissemination of best practice for
the Australian context suggests that they represent a key community-based capability for achieving greater
coordination and impact in this sector. Strengthening this network would create a point for ongoing dialogue
between the sector and government policymakers.

Model One suggests that micro credit in Australia may continue to evolve in an organic way, with a gradual
increase in local and regional level programs. Under this model, the government's role would be to support
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key industry associations such as the Australian Microfinance Network, the national NILS network, the
national network of Business Enterprise Centres, and others, resourcing them to share, disseminate and
continue to develop best practice in micro credit programs for the Australian context, and maintain and
ongoing policy dialogue with government. Closer coordination among providers and government could
seed new, relevant initiatives to meet a range of currently unmet needs in local areas and communities
across the country.

Strengths of the model: Community-based; builds on and strengthens existing organisations and
networks; builds existing capability; recognises the innovative energy in community organisations; permits
information sharing and growth of Australian best practice.

Weaknesses of the model: No clear driver or institutional ‘home’; risks of limited government commitment
to resourcing or to maintaining ongoing communication with networks.

Model Two: Economic Empowerment Initiative

This model formalises the network model into an intentionally structured multi-sectoral partnership at
national level. Government’s role would be to initiate the partnership, but not to control it. Through
coordinated funding incentives under an economic empowerment banner, and the intentional recruitment of
key partners, government could create a framework for economic empowerment according to the micro
credit and associated supports continuum presented in Figure Seven. The key would be to allow new
approaches to evolve within this framework, rather than attempting to centralise efforts: recognising that one
of the characteristics of successful programs is their localised responsiveness and ability to mobilise
community energy

An ‘Economic Empowerment Initiative’ structured as a multi-sectoral partnership would bring together

implementation and funding partners at both national and local levels, conceivably embracing the current

financial inclusion, social inclusion and business development agendas. It would formalise relationships

and communication among:

e Philanthropic and corporate donors interested in this space (e.g. Westpac Foundation, The Smith
Family and others);

e Banks interested in micro credit as part of their corporate social responsibility (e.g. NAB, ANZ and
others);

e Community sector micro credit and community finance innovators (the Brotherhood of St Laurence,
Foresters ANA, Good Shepherd Youth and Family Service, and others);

e Organisation with prior micro credit experience (such as Women Tasmania’s Women in Business
Micro Credit Program, Bizness Babes, Many Rivers Opportunities);

e Other community networkers, low-income service providers (including the NILS network), and business
service providers;

e Researchers and policy influencers;

e Relevant government departments.

Any such initiative would need to have an overarching framework of shared goals and methodologies, with
micro credit, and micro credit best practice principles, among these; equally, it would need to have
considerable flexibility within the framework for local and regional adaptations and innovations. Local
initiatives (e.g. an Indigenous community seeking to launch their own micro credit program) would be able
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to use such an initiative as a formal portal to gain financial assistance, technical support, best-practice
advice and mentoring, but would have the freedom to adapt program design according to their own needs.

Strengths of the model: Builds on and strengthens existing organisations and networks; builds existing
capability; recognises the innovative energy in community organisations; permits information sharing and
growth of Australian best practice, enables community driven change while providing a formal framework for
collaborative work; could attract named partners and diverse funding sources, could be intentionally
structured to encourage research and policy coordination

Weaknesses of the model: Requires willingness from partners to work within a collaborative model;
requires significant coordination of efforts across sectors; requires flexibility and a true partnership
approach from government; risks loss of community energy if adequate flexibility is not built in; risks
inappropriate models if program design is heavily prescribed or centralised.

Model Three: Social Enterprise and Social Finance Agenda

The third model puts forward an economic empowerment agenda within a broader frame of social
enterprise and social finance. It considers the potential role of community development finance institutions
(Burkett and Drew 2008), social enterprises (ACM 2002), and a range of models that ‘cross over’ traditional
distinctions between the community sector, private enterprise, and government.

While a thorough exploration of social enterprise and social finance is beyond the scope of this study, there
is clearly potential for a micro credit and economic empowerment agenda to become embedded in a larger
social enterprise/ social finance agenda. Model Three recognises that community based finance
organisations and enterprises provide potentially innovative mechanisms through which to deliver the kinds
of programs and economic empowerment outcomes described in Figure Seven. By freeing program
provision from the traditional distinctions of social service versus private enterprise, social enterprise and
social finance approaches offer an alternative to a multi-sectoral partnership model, while still creating the
opportunity for boundary-crossing work.

For government, pursuing a social enterprise and social finance agenda could involve:

e Developing funding schemes and regulatory regimes favourable to the development of community
development finance institutions (e.g. the establishment of a Community Development Finance
Institution fund). These Community Development Finance Institutions could potentially provide a range
of financial services including consumer and business micro credit; harness local investment; link local
entrepreneurs and venture capitalists, etc., working at a local level but with coordination via a national
network;

e Providing targeted funding and support for social enterprises that function as intermediate labour
market organisations to provide work/training opportunities, integrating a more explicit economic
empowerment focus by providing the option for supported movement from social enterprise
employment into structured, supported micro-enterprise ownership (e.g. via a community franchising
model);

e Providing centralised direct funding and/or credit lines (potentially in collaboration with corporate or
philanthropic partners) for the establishment of new social and community enterprises; and

e Supporting the development of a strong research and practice base for the establishment of social and
community enterprise, partnering with some of the key organisations and networks working in this area
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such as: the Social Entrepreneurs Network, Adelaide Central Mission (SA), Colony 47 (TAS),
Brotherhood of St. Laurence (VIC).

Strengths of the model: Moves beyond individual economic empowerment to focus on a broader
community context, including social and environmental outcomes; provides opportunities to embed and
institutionalise additional forms of financial and non-financial support and harvest local investment; explores
new institutional models for achieving economic empowerment outcomes building on a community base.
Weaknesses of the model: Still ‘new’ space and poorly understood in policy circles; best practice still
poorly defined; establishing community development finance institutions would require a degree of financial
regulatory reform to permit to capture savings, investments, etc (see Burkett and Drew 2008); relies on the
existence of interest and ability at the community level to form and drive such new institutions; entails risks
that the focus on individual economic empowerment may be lost in more community-scale initiatives.

While it is possible to learn a great deal from experiences elsewhere, it is equally true that we have an
opportunity in Australia to do some innovative work.  Each of the models suggested above is partly
‘borrowed’ from experiences elsewhere, and partly something new. Each recognises the enormous
community-level assets that we possess in all of the areas of expertise cited above; the considerable
investment resource that can potentially be called upon for innovative programs; and the need to find
balance in whatever model we ultimately choose: between innovative local agency and higher level
coordination; between local responsiveness and best practice frameworks; and in understanding the range
of experiences, assets, and challenges among ‘potential entrepreneurs’ of all types.
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5. Conclusion and Next Steps

Those interested in putting forward an agenda for the economic empowerment of women in Australia have
a range of assets and options at their disposal. This report has served to highlight key lessons from the
international experience of micro credit in developed economies and then use these to put forward, in the
context of identified demand, an initial scoping of the opportunities that currently exist in Australia.

In short, the opportunities are enormous, but they require, first and foremost, a realistic approach to the role
of micro credit, the diversity of potential target markets, and the ultimate outcomes that are realistic and
desirable. The motivators are equally strong: more confident women, better-off families, significant welfare
expenditure savings, job creation, and the development of human, social and institutional capital in less
advantaged communities and populations around the country.

Micro credit is, above all, an investment in people, but micro credit does not operate in isolation. In the
context of developed economies with established financial infrastructure, it is not exclusively, or even
primarily, a financial tool, though it may be delivered by, or in collaboration with, financial institutions. More
properly stated, micro credit is an economic empowerment tool, and the micro credit agenda is, broadly, an
economic empowerment agenda. When micro credit is made available in conjunction with other forms of
targeted, relevant and accessible support — particularly if this occurs across a spectrum of need,
circumstance, and ability — micro credit has the potential to generate impressive outcomes.

This report is also the product of many conversations. One of the most encouraging take-away messages
is the extent of both the knowledge revealed, and the interest generated, by this project. There is clearly an
opportunity to develop stronger knowledge partners across the various areas of expertise identified here
(community networkers, social service providers, business service providers, financial service providers,
policy influencers) — and particularly, with those individuals and organisations whose expertise and
experience cross two or more of these areas, and who have already begun to see the possibilities for
innovative responses to the economic empowerment agenda.

This is a conversation very much in process, but | hope this report has served to provide a preliminary
scoping of the space and draw attention to the opportunity that we have in Australia, with our considerable
asset base and growing experience, to develop innovative and cutting edge responses to economic and
social exclusion.
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Australian Micro Credit Success Story -
Women in Business Micro Credit
(Tasmania)
“In 2006, Sharon decided to take the plunge and
enter self-employment. With qualifications in
horticulture and a growing desire to improve her
personal situation, she applied to participate in
NEIS and the rest is history. Today, Sharon is the
principal and sole operator of Sharon Cannell
Landscaping Design. Being in small business has
also boosted Sharon’s confidence and self
esteem.... Since commencing NEIS and
completing her business plan, Sharon applied for a
loan under the Micro Credit Program to assist with
the purchase of much needed equipment and
insurance to launch her business. She now has a
growing regular client base and in recent months
has tendered for larger and commercial
landscaping jobs.”
(Women in Business Micro-credit Program 2007)
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ZOMR

Australian Micro Credit Success Story -
Enterprising Women
(Northern Melbourne, Victoria)
“Fathia Guled has a passion for teaching and
language tuition, setting up her own language
school and interpreting service after completing
the Enterprising Women business education
program in 2006. Fathia started out specialising in
Somali and Arabic tuition, and has grown her
school to include tuition in Amharic and Swahili,
with the help of additional teachers. Fathia came
0 Australia more than a decade ago and has
worked in many fields, as well as raising a
daughter. She says that she has always been
business minded, and keen to take control of her
finances, but knowing which business idea or
where to start has been a stumbling block. After
completing the Enterprising Women business

education program, Fathia worked on her business

plan and went on to complete a NEIS program.

She also accessed a loan through the Enterprising
Women program, which helped her to cover some

of the costs of starting a business.”
(WHIN 2008:33)
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HOMR

Australian Micro Credit Success Story -
Bizness Babes:

‘Being part of the Business Babes program was
not only an eye opener into the intricacies of the
small business world but also a learning curve into
self strength. | began the program with many
insecurities, but from the first class after
introductions, my fears were allayed and were
taken over by inspiration. You are encouraged to
expand your imagination and creativity, which was
the most important part for me. ... | have had
many business ideas but they were never brought
to life because of my fears of failing and self doubt,
but on learning from the other mothers and most
importantly from our instructor Vicki and our
mentor Emma, | found that | was not alone. The
program concentrates on building my small
business knowledge and what it all involves, but it
also allowed me to build the ideas | already have
and finely tune them so they become un-jumbled
and become a goal | am more than capable of
achieving. | have just returned from Vietnam in my
quest for clothing manufacturers and baby
manchester, and have come back triumphant with
samples and connections.”

(Vy Cardona, Newbies Designs)
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