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FOREWORD

In July 1980 the United Nations convened a confererze for member governments
in Copenhagen, Denmark, to mark the nud-point of the Decade for Women (1976-
1985). The purpose of the World Conference of the United Nations Decade for
Women and of the parallel conference for nongovernmental organizations, the Mid-
Decade Forum, was twofold: to review progress made by cach country on the World
Plan of Action adopted in 1975, and to set priorities for the next five years,

High on the agenda of issues to be tackled under the World Plan of Action is that
of employment and related economic roles for women. Strong encouragement s
given for activities and programs to "provide women with adequate training in
co-operatives and entreprencurial skills, (and) access to credit and seed capital...."
Similarly, subsequent resolutions linking the call for a New International Economic
Order with the World Plan of Action have emphasized the urgency of new policies
and programs to ensure that women gain an equal share of the benefits that the new
order promises.

Despite international mandates and resolutions, however, women's range of eco-
nomic roles 1s frequently considered too narrowly, focusing on woman-as-employee.
Meanwhile, women entrepreneurs from highly dissinuilar cultures and varying eco-
nomic strata daily confront the challenge of securing capital and credit for enterprises
that they themselves own and operate. What are their experiences! What lessons can
be learned from them? How can this information be used to help others?

To explore these questions, the World Councit of Credit Unions, in collaboration
with The Chase Manhattan Bank, N.A., organized a program forr the Mid-Decade
Forum in Copenhagen entitied "Women Entrepreneurs: Access to Capital and
Credit.” Program panelists included women entreprencurs and representatives of
financial and other institutions involved in making loans for productive purposes.

The individual case studies and institutional perspectives represented experiences
In a range of countries, both developing and industrialized. The enterprises were as
diverse as pig-husbandry. fruit jiuce production and bus transport. Institutional repre-
sentation included commeraal and development banks, credit unions and coopera-
tives, and private voluntary orgamizations,

This report has been written primarily for policymakers and project designers
concerned with income-gencrating projects that involve c¢redit and women. While it
does not attempt to present definitive answers to questions about use and access to
credit, the report provides information and a number of observations that reinforce
many untested assumptions about women's access to credt.

In addition, a wider audience, including those involved with new businesses, should
benefit from the candid discussions by the ten parelists with firsthand experience in
the granting and sccking of loans. Although the panelists are all women, not all of their
observations relate exclusively to women.

To compile the report. Kathleen McCaffrey combed through hundreds of pages of
transcripts from the World Council program, as well as USAID-sponsored interviews
with panelists conducted in Copenhagen by Alice Lynn Booth. To compare and
contrast the ideas and experiences of the Copenhagen panelists, McCaffrey searched
the relevant literature and project documents, and interviewed numerous individuals
with experience in women's income-generating projects community or rural devel-
opment programs and credit institutions. She presented her findings in a draft that
served as the working paper for this report.
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The report s dvided into three parts. Part | provides a brief discussion of income
generation, entrepreneurship and credit access for women. Edited presentations and
profiles of the Copenhagen panelists comprise Part Il. In Part Il observations of the
panelists are divided into three categories: credit access, enterprise development and
loan program design.

We gratefully acknowledge the support of the U.S. Agency tor International
Development (USAID) Office of Women in Development, the World Council of
Credit Unions and the Overseas Education Fund in the publication and distribution of
this report.

Barbara Morrison Reno
Washington, D.C. World Council of Credit Unions

The Overseas Education Fund (OEF) is grateful to have had the opportunity to
work with the World Council of Credit Unions in the preparation and distribution of
this report.

OEF promates income generation and community self-refiance throusn technical
assistance and training to women's organizations throughout the world. in working
with fow-income women in countries such as Costa Rica, Thaland, S Lanka. Hon-
duras and Zambia. OEF has learned that the majority of women desperately need
ways to earn more income. For this reason, OEF sees credit and business skills as
tools for development. Access to credit and knowledge of how to use it can help
women become more active participants in cevelopment for the benefit of thair
communities, their families and themselves,

The dialogue and exchange of nformatior on credit access for women and its
relatonship to economic development must b2 cont:nued. By making available the
wealth of information from the WOCCLI pregram at the Mid-Decade Forum in
Copenhagen. the World Councit of Credit Unions and the Overseas Education Fund
hope to provide a service to all involved with women and then role in SOCiceconomic
development,

Elise F. Smu.th, Executive Director
Washington, D. C. Overseas Education Fund
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@@ Economic devebp‘ conomic development reguines the utihization of a
ment requires financial re- ; wide range of resowrces that include the four factors of

. Lol - . fuction: land, 1abor capital and technoloyy. Many devel-
sources. Indeed, it requires far produc IOV n¢ 71 or. capital and technology. Many devel
OFment ccononusts add that resources must be reaiocated

more than have yet been amony richer and poorer regions; that all available re-
made available. But the re- sources need to be used m entreprencurial way, s; and that

. . one prime resource -— haman capital —- 15 frequently
source 't requires most is “M,,{“m ] : e

Creative iInnovation. qg Making fuller use of human resources - espeailly of
womer —-has buen singled out as 1 goal by many icaders
Robert S. McNamara, in the developng world. The African heads of state, for
in his prestdential address to the example, have wrged as part of the Lagos Plan of Action
Board of Governors of the that greater efiort be made by Afncan governments to
World Bank, September 29, 1969, increase the role of women i the cconomic development

of the region. Mary Tadesse, of the UN., Econonve Com-
muzsion for Africa, takes it one step further:

The challenge betere us. . 1s no longer the
Jstfication of the important ¢cononve role
women are playing in subsistence agriculture,
ammal husbandry, trade and marketing, handi-
crafts, small scale industries, and self-help
schemes ... but our challenge 15 to make these
activities performed by women more prod-
uctive . ...

{(Mary Tadesse, "Women n African

Development,” March 1981.)

As attention focuses on economic roles of women in
rural and urban areas around the world, one abserves an
Increasing cmphasis on income-generating projects for
women. The importance of credit in such projects is widely
acknowledged. as 15 the notion that credit or loan pro-
grams should be an integral purt of project design.

The success of women's Income-gener ating projects
depends upon a number of tactors bevond credit, These
include the fevel of gover nment support and comnitment,
the amount of infrastructure already in place, and the socal
and cultural conditions affecting women's participation in
various kinds of economic activity. Some observers caution
that such projects will be successtul in the Tong run only
women themsclves direct then projects so as to penerate
and remvest income, to provide for the timely transter of
funds to ensure optimal cash flow, and to place control of
capttal formation in then own hands. Others add that
projects should be carefully designed to foster in particr
pants ncreasing self-reliance rather than dependency on
capitat or Joan funds prowided by the project.

Another key element for project success 15 entrepre-
neurship. British social scientists Peter Marrs and Anthony
Somerset, in a Ford Foundation-financed study of Kenyan
entrepreneurs, state that development s "as much a prob-
lem of co-ordinating resources as acquirng them ...." They
regard entreprencurs as ndviduals with *a practical crea-

J tiveness, who combine resources and opportumitics i new
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ways. .. turn invention into profit.. (and) improvise a new hi . ,

arrangement of economic relationships.” (Marris and It is but natural, and in

Somersat, African Busmessmen, 1971.) fact it s an advantage, that
Especially where women have a tradition of producing (entrepreneurship) does not

and trading or scling in the marketplace, one observes

large numbers of women entreprencurs finding innovative draw any sharp line between

soluticns te economic needs. These wonien generate In- what is and what is not

formal credit systems and cooperative mc_ome—goneratmg ‘enterprise' ... It should be
activities that serve as useful examples for development .
projects In fact, women's traditional rotating credit associ- observed at once that the 'new
ations, such as esusu or tontine. are being used as models thing' need not be spectacular

for the design of effective credit delivery mechanisms in
income-gencrating projects.

The fact that women frequently exhibit entreprencurial
talent may be partially explained ty the observation that
“entreprencurship charactenistically arise * from an interac-
lon vetween socal exclusion and access to resources
which others ignore or cannot grasp.” (Maris and Somer -
set, 1971)

Perhaps it was such interaction that led two groups of
Sri Lankan women to demonstrate then entrepreneurial
talent. They applied for and received a United Nations
Voluntary Fund grant of US$31.000 to start a revolving loan
fund to finance their small busmesses. Instead of im-
mediately using the funds for that purpose, with UN.
approval they used the $31.000 as collateral to take a loan
three times that amount from the Peonle's Bank of Sri
Lanka.

Entreprencunal talent alone, of course, 1s not sufficient
for successful ncome generation, as the presentations of
the Copenhagen panelists affirm. (See Part Il.) Sound bus-
ness skills, good management and additional investments
for growth are also required. As an enterprise Jevelops,
different amounts oi credit are required from different
sources. In developing regions and industrialized countries
alke, seed capital for a new enterprise is rarely casy to
obtain from foi mal sources such as commeraial and devel-
opment banks, thrft institutions, government loan pro-
grams and commercially-reiated businesses. Entrepreneurs
starting new businesscs seldom possess the collateral,
credit history or sophistication necessary to obtain foans or
lines of credit from such sources. They turn instead to
informal sources such as family and friends, tradmonal
mutual aid groups, or moneylenders and “loan sharks”
(known for charging high interest rates), usually the most
familiar, immediately accessible sources of small sums of
capital.

In the continuing cycle of obtaining credit, increasing
production to generate more revenue and repaying loans,
there i1s a point at which informal sources may become
inadequate — regardless of the size of the business, such as
cottage industry or small business, or its location. Project
experience indicates that there are points at which the
development of an enterprise is enhanced by, and later

or of historic importance .. I}l

Joseph. A. Schumpeter
in “The Creative Response in
Economic History,”

Journal of Economic History,
Vol lll, No. 2,(1947).
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GROWTH OFf ENTERPRISE: Typical
Progression from Informal to Formal
Credit Needs
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cannot proceed substantially without, access to formal
sources of credit—a “formal credit threshold.” (See
diagram.)

As illustrated by presentations in Part I, a business
enterprise — whether the Mraru women's transport busi-
ness or the Lineagraph Corporation — passes through a
stage in its development wiere access to formal sources of
credit, appropriate to the size and maturity of the enter-
prise, would greatly facitate its further development. Such
timely access provides the enterprise with assets necessary
to obian additronal sources of credit required in sub-
sequent stages of growth. If, however. the enterprise does
not gain access to formal sources during this stage, it
reaches a formal credit threshold beyond which the bus:-
ness will be unable to continue 1ts gre wth., (Fraser and
Tucker, 1980.)

Development specialists point out hat if credit 15 dif-
ficult to obtain for most entreprencurs, 1t 1s even more
difficult for entreprerieurs who are women. Various social
and cultural constraints preclude women's full access to
many modern sources of credit, such as banks, coopera-
tives and credit unions, Furthermore, erroneous assump-
tions that women do not save, do not repay loans and
therefore are poor credit risks serve as formidable imped-
iments to women's access. Studics by Bouman, Delancey,
and Schumach “r. Sebstad and Buvinic, amnng ot'ers, Felo
dispel these myths,

Innovative programs need to be carefully desigi=d and
implemented to counter another constrant, which 1s lack
of knowledge about credit by women themselves. In addi-
tion to the requisite information about where and how to
obtain credit, women must be aware of therr need. They
must be able to translate that need into action and to use
credit productively. (Schumacher; Sebstad and Buvinic,
1980.)

In the following pages, womien entrepreneurs discuss
credit-related issues and problems connected with obtain-
ing credit for enterprise development. They are followed
by six Copenhagen panclists who review various ap-
proaches of financial institutions that serve as sources of
credit for new and ongoing businesses.

Source:

Robert Von der Ohe

Chief Econormst

Credit Union National Association
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WOMEN ENTREPRENEUARS: MRARU WOMEN, HENYA
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THE MRARU WOMEN
Kenya

The Mraru Women's Group 15 a corrmunity
self-help organization in the Taita Hills o
Kenya. The group collects me.nber zontri-
butions, and applies the funds toward
community advancement projects. As well
as maintaining and operating a public trans-
port system, they run a local dry goods
store and hold regular meetings to discuss
business and exchange information. Since
1970 the group has grown from 47 mem-
bers to over 200. (jii Kneetm. “Village
Women Organize: The Mraru Bus Service”
SEEDS. New York, i980.)

(Editor’s rote: The presentation of the Mraru
Women's Group was gnen by Diana Opondo,
whose biography appears later in the institu-
tional presentations section, with her discussion
of Kenyan nstitutions. )

OPONDO: | would like to talk about a group of women
who started their own business out of a real need. While
they are not a co-operative, they are working on that
basis.

By 1970, the Mraru women, whose village 's located in
the Taita Hills of Kenya, had heard about the efforts of
other Kenyan women since Independence in collecting and
using money to better their lives. They decided to do the
same. In fact, they would do what no other group of
women in Kenya had done —— buy and operate a bus. At
first their goal was simply to provide themselves with
relable transport. Later; others benefitted also.

Because their village often suffered from a lack of
ranfall, the wornen found they couldn't produce enough
food each year to feed their families. When this happened,
they had to depend on trade even more than usual to
purchase food. The Mrary women's problem was that the
trading center. where they sold the goats they bred and
the maize and cassava root they grew, was somatimes
impossible to reach. Their village was midway between
two centers, and their orly imeans of transport would
arrive full, pass them by, and go on to the trading center
without them. Besides food, there was the problem of
water. In dry seasons, they even had to get their water
from these trading centers — or make the treacherous trip
into the hills for it

To buy the bus, the women began to save fror.: the
proc. ~ds of baskets and other things they preuuced. They
would cu. = together once a month *= (oilect money, or, if
they didri't have mouney, they would bring produce and sell
it.1f only for 50 cents. Now. ther collections were quite
small because, as | have mentioned, they come from an
area that i1s not really agriculturally productive — although
they depend on agriculture, as do many women in rural
Kenya.

At first, there were 50 women in this group, wnd then
the nurnber rose to about 200. After almost three years,
they collected about 27.000 Kenyan shillings (just under US
$4.000). Then, in one of the big centers, they saw a bus
that was for sale. When they told their story to the
manager. he was so impressed he said he could arrange
credit for them on the basis of the money they had saved.

Unfortunately. to withdraw their money from the post
office savings account. they had to give notice of two
weeks, and by than the bus had been sold to someone
else,

Disappointed. the women began afresh, By the time
they found another bus, they had already opened an
account in 1 commercial bank and could write a check
immediately. But this bus was more expensive than the
first, so they continued to save. Still lacking about 10,000
shillings, they received a foan from the district commis-
sioner for about half of that, and with help from a woman
community development officer. they took a loan from a
commercial bank. The bus was theirs!
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MNow, 1its cperation went well at first. Wit only one
employee — a driver — they had enough profit after two
years to clear their loans and save m.ney, which they
distributed to the group members as bonuses. They also
built a shop in the tradit g center — the plot was donated
—as a symbol of therr hard work and hopefully to
increase their profit,

But the bus worked so hard, it eventually had %o be
replaced. And by then the cost was triple what 1t had
been. So again, they faced the problem of raising money
and getting credt.

Besides their collective savings, they used the old bus as
a deposit on a new ore. Also, one of their own members
loane ' the group about 16,000 shillings. Now they had
their second bus, but tius time their entire monthly collec-
tions had to be used to pay off the loans they had taken.

Sull, the Mraru women are hapoy: They are going on
with their business, the bus is transporting them and their
produce to market, helping them to ca"ry water and stock
their shop.

Their greatest problem 1s managing the business so as
to hquidate their loans and turn toward profit in order to
improve therr lives at home.

But first, they must confront other obstacles. Just now,
the crop yield s low because of drought, and they cannot
sell enough to mect theirr monthly needs which, of course,
increase with time. Also, though they've raised the bus
fares, theyre hit by the rising cost of petrol. To really move
iNto a situation of iIncome generation and profit. they must
manage their money better, earn enough to use at home,
and set up some other Income-generating businesses.
These are their goals.

| hope some i ternational organization will come to
therr aid, because the African Development Bank 1s mainly
interested in farge investments — larger than they are. In
Kanya, women "ieed a financial mstitution that thinks <*
srnall groups '«e theirs. We still don't have revolving fu -ds,
or anything lil-e that, although the Worinen's Bureau has
given them a 12t of help.

Then, too, they need technical assistance, zomeone tu
I adwvise the.: - husiness management. That is the main
thing.

Yet, despite the trouble these women have faced get-
ting credit and public support, they are not about to give
up. Therr story has traveled around the world, and they
refuse to let other Kenyan women down. The Mraru
women are unique in Kenya, and they have already had
quite a bit of success.

| only hope women in other developing countries will
catch their spinit of going on—even in the face of
obstacles.

iﬁ Yet, despite the trouble
these women have faced getting
crerlit and public support, they
are not about to give up. Iljily

Diana Opondo
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THERESA CHUNG-MIN
KIM

Korea

After serving ten years on the Board of
Directors, Theresa Kim i< now Rural Devel-
opment Vice Char of the Natonal Credit
Union Federation of Korea (NACUFOK),
She 1s also president of the Haliim Pig Pro-
ducers Cooperative, Cheju Island. Korea,
Trained with a bachelor of science in
chemustry, Ms. Kim has 16 years of rura!
community developmient experience, and
I3 years at the local credit union level, M,
Kimis the recipient of several awards for
her work in women's educatron and com-
munity development.

KIM: In November 1979, | organized a pig producers’
cooperative in my hometown of Hallim on Cheju Island,
which is located in the southern part of Korea. | was later
elected president of the co-op.

The members cf our co-op are pig farmers who were
already members of credit unions. For some time, | had
been cncouraging them to form a co-op. Finally, they
deaded to do so because they have a lot of common
problems — not only financing, but marketing and a short-
3ge of facilities. The cooperative 1dea is to bring members
rogether in a democratically-governed organization to
select leaders and participate in decision-making and self-
help approach.

In our co-op, there are 15 members, relatively small-
scale farmers producing pigs. One member is actually a
famuly. Each member has his own pig houses and raises
sows and boars to bring his piglet production up to about
40 kilograms of ive weight. The co-op has built fattening
houses with share capital pooled from the members so the
members’ pigs are collected and put in the houses to bring
thein up to 80 kilograms of weight. This helps the mem-
bers reduce their private facility investment and operating
cost. And fattening the pigs protacts the farmers when the
pigs are sold.

Feed processing is another co-op activity. which means
the farmers can get better prices for better quality feed.
Training programs on technical development for pig pro-
ducing and collecting of marketing information are other
activitics provided by the co-op. .

Now |, too, benefit frorn these activities, since | began
my own pig farm at the same time | started the co-op. !
have about 250 pigs and one employee at this time.

Financing, as | mentioned, 1s one of the common
problems we face. Although members each invested
something for piglet production, and each member pooled
a certain amount as share capital, members still need more
credit for co-op actvities. The credit unions have solved
only about 129% of the total financing need. The original
investments and share capital came from several sources:
credit unions, money that had been deposited in banks,
money borrowed from other places, perhaps the Agricul-
tural Cooperative, or personal savings. We don't have a
cooperative bank yet,

The credit union, you see, 1s dealing purely with credit
services, and their operation is based on short-term loans
and morithly instailment payments. This is good for
wage-earners and small merchants, but farmers nced
long-term loans. Once our Co-0p builds up security, they
will be able to get credit from banks or other coopera-
tives, But in order to reach that point, we need credit for
production costs. About 70% of the operation fund is for
feed to fatten the co-op pigs, and that cost wil g0 up too.

Another problem is our marketing system, That has
not been developed. So far; we have been selling the pigs
to a middlemar:. Qur goal 1s someday to do the entire
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range of manufacturing — make the pig products. pork and
ham, and sell them to the stores. Without the nuddleman,
the consumer’s prices would be lower too. We will need
assistance for marketing later on. So far we haven't hired
anyonc.

I must say that the credit unicn movement has done a
great deal for socal and economic development in Korea,
Koreans need credit unions because we often lack security
or collateral to get credit. Also, the credit union makes
people, men and women, feel they can do something for
themselves.

There were seven credit unions in Korea when |
joined, and by 1979 it had grown to 1,457 credit uniuns
with 780.000 members and total assets of US $250.5
milltlon. There are about as many women membr.rs —
housewives, wage-earners, business owners — as men, and
they have the same access to credit.

I have no experience in working with a purely
women's group. In my cooperative work, | have been
working with both men and women. encouraging both to
reahze that they are equally important members of society
and should build a better Iife together: | Go think the
cooperative is a very good way for women to participate
more in society because, from my experience, there i1s no
discrimination over sex, race, or rehgion. That's why,
gradually, slowly. people change. Working in that atmos-
phere changes them.

| also beleve that men and women should try to move
away from a divisive social atmosphere. | think women
have a lot of responsibility for these changes. They must
overcome their own hesitancy, and look to their own
potential. They must learn and work, work and learn,
besides taking care of their families. This is my philosophy
from many years with the rural co-op movement.

BT ANRL. WL, AR

ﬁﬁ Pig farmers need
long-term loans, so our
cooperative had to set up a
revolving fund. To help
rapitalize the fund, each
member of the co-op got a
$3.300 loan from the credit
union — the maximum each
member could get. B

Theresa Kim
-— Copenhagen interview, 1980
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JENNIFER SHEFFIELD
United States

Jennifer Sheffield, president of the
Texas-based Lineagraph Corparation,
started her own firm at the age of 2~ A
trained draftsman for geotechnical projects.
Sheffield also founded the Linesgraph
Scheol Corporation, which trans draftsmen
and designs truning programs for other
companies. Named Small Business Person
of the Year, Houston District. by the U.S.
Smalt Business Adnvinistration i 1979, |
Sheffield was a delegate to the White
House Conterence on Small Business and a
member of the White House Task Force on
Youth Employment.

SHEFFIELD: I'ni from Houston, Texas. which is known as
a center of the petroleum industiy, and six years ago | was
a draftsperson for some major ol companies. About that
tme our aty. aong with the rest of the world, became
very conscious of the energy problem.

A friend of mmne and | began to be asked regularly as
employees to work evenings and weekends. We saw that
there was a critical need for drafting, but not enough
people who were qualified. So we deaided 1 nught be a
g00od dea to start a company of our own. Of course, a*
the time I didn't think beyond next week. |ust thought
we'd start this httle business and probably make more
money then we would working for one company, and
that's about it, | remember being concerned abaut not
having a paycheck every two weeks, and that was frighten-
Ing because | was raising tvoo children on my own.

So. with no experience in business but a good techmical
background, we set out. After some months, we needed
financing. We had no collateral, but an older welthy
woman — a relatve of my brother=in-law — agreed to
become a stockholder; and aganst collateral she provided
we borrowed US $10,000. The only other help we re-
cened was from a businessman in developing our proposal
for the bank. We hired a lawyer to set up the cornoration
and. later on, an accountant.

We did quite well the first months, with some rough
tmes, and plowed cur profits back into the company, for
the most part. At the end of about eight months, my
partner and 1 had five people working for us. Then. be-
cause we had different ideas about what we wanted, we
dissolved the corporation. It was a pretty distressing time
for me. professionally and personally. But | had discovered
something about myself, and it was at this pont that
Lineagraph Corporaticn, my own company, was launched.

Lineagraph Corporation is a service company that sells
expertise to ol and gas-rzlated companies and engineering
firms. We provide all the visual inforrnation utilized in
determining where to drill or explore for ol or gas—-all
the maps, cross-sections, shde shows, studies, and reports.

Unfortunately, | had lost my major stockhalder who
had provided our collateral — something we have lacked
all along, since what we own and sell are human resources,
and banks do not accept that as security.

After much soul-searching, | approached my father for
help. Finally he agreed to put up some property as collat-
eral, and | again borrowed $10.000.

The business continued to grow — we have grown
40% to 75% each year —and we paid off our loan, but
continued to need operating capital to meet our payroll,
Our greatest financal problem all along has been our
cash-flow. At this point | approached the Small Business
Administration (SBA), which is part of the U.S. federal
government assisting small businesses by guaranteeing 90%
of the loan — a kind of insurance to the banks that they'll
be repaid. All you have to do to apply to SBA is to be
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turned aown by three banks, and that was ¢asy. .
Unfortunately, SBA granted only $47.000. 28% o our ih | recall, before starting
request — just enough to cover our grawth during the my business, a strong desire to
period in which our application was being considered, and work for myself. Why? [
not enough to gam any roand. The colateral we put up . .
I was literally everything we owned. all of our turniture, realized | was not using my
| fistures and egupment. ability or talent, there was
i " About ‘:1 vedl ago, We boughtrthc bulding ‘~here we much more | wanted in life.
had been tenants. and that was probably the best financial
move Ive ever made. My crew. which numbered about And not monetary. It had to do
i tenatthe tme, and | did all the remedeling ourselves. with change ... to experience

P Whenat went un for sale, | approached a friend in Hous- more. not be too limited. |
ton i the real estate investment business who agreed to ! '

buy the bulding and then sell it to me. with no money didn't want to have to fit into
down, and cany the mortgage. At the same time, this firm someone else'’s plan. | wanted

and one of its members became stockholders of Linea- £ K
araph, so that brousht in some working capital O Make my own. q!

It's amazing to have so much groath and stll so much
trouble with the finanang. And that, apart from my lack of Jennifer Sheffield
paticnce. has been our source of trouble and of iy — Copenhagen interview, 1980
mistiakes. Recently, for example, | borrowed some money
from @ bank on our recevables — which. incidentally, are
very pood and read like a Fortune 500 — but we received
bad advice from an inexperienced banker or how to
repay the loan. That has been destructive to our business,
and o cur credit recard. The lesson ve tearned is slways
to find people who have the best knowledge and
evperience.

As a result of alt tnese obstacles in getting loans, I'm
convinced our Best way to finance expansion is through
private mvestors, And that's related to the need | have —
because of my lack of confidence in my financial manage-
ment abiity — to surround myself with experienced busi-
ness executives who have financial ability and positive
attitudes.

I have also learned that for a business to succeed.
step by step, long range planning s essential. You have to
start from a strong base and know where you want (o go.
You have to be able to learn from your mistakes, because
unless you're a genius, you'll make quite a few.

Right now. Lineagraph employs around 30 people; and
Lineagraph School, seven. The annual net volume of
Lineagraph Corporation was about $310.000 last year in
sales and we put about $40.000 of that into the school.
We have about 100 clients — every major ol company,
many smaller and medium-sized ol companies and large
enginecring cCompanics.

I'am Lincagraph's major stockholder. with 51%. Two
other pcople, cne a woman, own 499 between them.
But | make all the policy decisions in the day-to-day man-
agement of the company. At the moment I'm working 50
hours or more a week. In fact, | dream a lot about the
company. With our goals, you have to put in all the hours
you can.
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HON€EE CHUN
United States and Korea

As founder and president of Lonee Corpn-
raton, Honee Chun operates her own firm
that manufactures fine sik ready-to-wear
and sweaters. Since starting her U, S.-based
business in 1377, sales have increased to
almost US 31 mullion. In 197:4, fol'c.aing a
brief career as a television actress in Korea,
Chun promoted the Korean silk industry in
the U.S. and moved on to become a vice
president at the House of Sik. Chun per
sonally designs he' line and oversees the
manufacturing as well as distributior,
throughout the U.S.. Canada and selected
western European countries,

CHUN: It 15 interesting how my business began, because |
never planned to become a businesswoman or designer. |
just sort of jumped in and did it. | was promoting the
Korean silk industry for my government, and selling the
fabn= to the famaus designers in New York, iike Diane Von
Furs:enberg and Gloria Sachs. Then | produced some silk
garments for those designers, just for the experience. So.
not only did | understand the silk market in the United
States, but | learned 1o design. Seeing how other people
were bulding businesses around designing and marketing, |
felt | could do it myself. [ had no business experience.

So lwent to a friena of mine, a successful businessman
in New York. and told him what | wanted to do. He
decided to help me. and loaned me US $15,000 for start-up,
operating expenses. His money is still in the company,
because he is really my advisor and has wvanted to watch
the business grow. That's a nice feeling,

Then my friend also introduced me to his lawyer and
his accountant. both very successful people in their fields,
and they nave been my basic support system, not only in
business but in the emotional crises too. They even pro-
vided their services fiee at first. But now | pay them.

After the $15,000 loan fren my friend, | went to
Korea, to one of the manufacturers, told him what |
wanted to do and showed him a sample | said | know the
sk market, | knew how to make beautiful garments, and |
know they would sell very well. | asked him to gve me
merchandise on credit. | asked him to trust me because |
knew | could do it. He agreed, and | came back to New
York, upened my showroom, which was very smail, and
asked a friend to help mc part-time.

I found that people liked my line very much and | paid
back the manufacturer in 90 days. | marked up frem his
cost. because | paid for freight, and that's how | £ ol
my company. At the end of the first year | had shipper]
merchandise worth $300.000. | was very excited be-
caws> | had done everything from designing to selling to
shipping to collecting money.

Following that, my volume for two years was
$600.000. Then | decided to expand. | wanted to work
with different fabrics, cotton and wool, and also do sweat-
ers. But [ didn't have the capital and | didn't know how to
finance 1t. Finally 1 went to the third largest trading com-
pany in Korea— they have a New York branch — which
has a volume of $600 million. | know they were very
Interested in developing high quality fashion merchandise
from Kerrea. | told them what | had accomplished in two
years, and | proposed developing then- high quality mer-
chandise. That was a year ags. They decided to finance me
by opening an unlimited line of credit for me to buy
merchandise in Korea. Of course, | project every season
what volume 1 want to de, what the prices, costs, and
profits will be. As long as they know that | will pay them
whatever | owe them, they provide any amount of money.
That takes care of my company's cash flow, so | can
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expand as much as | can sell. [ have already begun to
produce handknit sweaters and will go into cottons and
wools.

| started my company in 1977, and so far | have 400
accounts in the United States. Lonee has five employees,
two of whom are women. | have sales people, a book-
keeper: and a warehouse person who packs. | also have a
pattern maker. and two representatives. one in Cahformia
and one 1n Daiias, who get 10% on whatever they sell. So
t's a small ¢ peration.

 own 130% of the company, set policy. and manage it.
This year | {ropect 4 2ross volume of $700.000. Next year
| hope to double that. And my poal for the next three
years 1s to do a volume of $5 milion. That's what I'm
shooting tor

I have spent a tot of tme sith fipares, and that has
been difficutt. Productien, too, has been difficult — getting
those who sewe o e to understand what am trying to
create.

If] aere to st cLen b ooula learn more about
business. then about aes.amnge and then about the whole
market. It «ould ha.e been much easier for me. [ look at
business as a4 struggle. Its a process. Ik e hfe. Also | have a
lot of youna women sewang my merchandise n Korea, and
I have a responsibility to those peaple. They denend for
most of thew income on 't | giver them.

It has been a struggle. But | believe that whatever you
want to do. you only need the willingness to get arross the
barriers. If you wan! something, | beleve you can do it.

iﬁ So | went to one of
the manufacturers and told him
what | wanted to do. | told him
that | knew the silk market and
| knew how to make a beauti-
ful garment. | asked him for
a letter of credit and said,
‘trust me, I'll make it. | know [l

make it.’ q,

Honee Chun
— Copenhapen interview, 1980
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DRGMAR ANDREASEN
Denmark

Dagmar Andreasen 15 the ovner and man-
aging director of Rynkeby Maosteri, a Danish
juice and trut factory. Simce she took over in
1952, annual sales of the company have
srown from US $20.000 to $18 nullion.
From 1968 1975 ~he held 4 Minority Party
seatn Parhament, during which time she
campaigned for better working conditions
in factories. She left palitics in 1975 to de-
vote herself tull-time to her business,

ANDREASEN: ! te!! My story to give you an idea of how
a small business started by one woman can grow into quite
a large business. In 1934 my mother began to make apple
juice in her kitchen from apples n our garden that she
feared would go to waste. The next year she suggested
that our neighbors do the same — agan, not to waste the
apples — but they said they would prefer her to make the
juice and they would pay her for it. At the same time,
there was a woman in the neighborhood who was unem-
ployed and needed to earn money, and so my mother
engaged her to work in our kitchen, pressing the apples
and botthing the juice.

The second year, to expand, she had a building put up
-—in such a way that 1t could be converted into a house 1f
the apple juice prodi ction fell off. | think she borrowed
money from the buil ing society to erect this small factory.
My father was well known and established and was legally
responsible for any debts she made. In the beginning she
didn’t need much money. as she didn't buy any apples,
worked in her own kitchen, and used machinery my
brother had made.

From such simple beginnings, the business today em-
ploys 150 people, and our yearly turnover s about US $18
miflior,

In 1952 my mother wanted to retire, So, with my
vroken marrage and three children to support, we de-
aded | would take it over: Now my parents preferred that
I'run the business for a salary, but | wanted it to be mine —
50 | could follow my own ideas. Looking back, taking over
ownership then was one of the ceverest decisions | ever
made, because | wouldn't have been allowed to expand as
I'have, ard it wouic have been more expensive for me to
take over later or,

Now, it wasn't just given to me. | had tc pay about
200,000 Darush kroner; or $36.000, which came from
my taking over the business loans, from my savings, and
from advance inheritance. Those were fairly good condi-
tions for my takcover, but then the frut-processing busi-
ness was depressed at the time and had to be rebuilt,

At first, I had trouble finding a lawyer to arrange the
papers, because of doubt in my business ability. And it was
also quite difficult to get increased production financed —
the bankers thought I lacked training and they thought my
ideas about exporting were rather unrealistic. But | never
took no for an answer. | think 1f you want something, you
just have to keep on finding new ways ol presenting it, unt
you suzceed. Finally 1 found a credit union that heined me.
After that. | took out a Marshall loa. for about $11.000
with more favorable conditions than a regular bank loan.

For a number of years, half iny ‘urnover was in black
currant juice we exported to England. For that, the English
buyer opened up a line of credit in ihe bank so | could be
paid as soon as the goods were scit, That was very big
business for me at the time. Later on, for complicated
reasons, that export market dried up. We have also been
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financed by the breweries that have marketed and distrib-

uted our products and by banks. And now, we are invest- h. But if I should say any-
ing about three to four mifhlon dollars to develop a soy thing about my experience, itis

protein hiquid that does not require cooling and that can be : .
mixed with fruit juice and fulfill the protein requirement in that if you have to start a busi

countries where mitk 1s not available. The oil-producing ness from the very beginning,
countries are interested in 1t and hospitals are too. Part of you have to work hard and

the investment comes from our business and part from the
government, under a law by which industries can get credit

you have to save money the

with special interest rates, 10%. from loans repaid to whole time because you must
Denmark from abroad. The idea is to stmulate industry invest and reinvest q,
here.

So while I have expanded quite a lot, | have invested
everything in the business, again and agan. to fight inflation.
Of course, to expand, you must know .vhat you can do. to
whom you can sell. You must also manage and balance
labor costs. And since we have lways been expanding and
seling more, people have not lost then jobs, but simply
moved Into ncw ones.

I don't think my firm s run much differently from
others. though we like to think we are more open to our
employees, telling them about competition, about profit,
losses, about new investmenis. And we like to have their
opinions, too. Although | am the managing director: | iong
ago delegated authority te the younger people in the
organization. These are young, dynamic, clever people,
who have been responsible for much of our success. We
have a group of leaders, and a co-director — who will take
over when | leave — a technician, an accountant and a sales
director. Together we run the business and make policy. so
the loans | have taken and our expansion have been
worked out very carefully.

As for myself. | have done everything in the business —
manual work and sales — and ncw | oversee the organiza-
tion and try to watch carefully to prevent problems before
they arise. | think women are good at that.

Men sometimes don't trust a woman in business, but
later on when she proves she is able, they trust her more
than a man.

Dagmar Andreasen
— Copenhagen interview, 1980




Entrepreneurs Dagmar Andreasen (feft) and Honee Chun respond to an audience question
about how to approach a banker for a loan.
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CREDICOORP President Leonidas Paez de Virglh (left) explains how her cooperative ancourages members to save in order to
obtain loans. (L-R: Senator Pacz de Virgih, Alice Lynn Booth, Beatriz Harretche, Michaela Vialsh.)
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CREDICOOP, LTDA.
LEONIDAS PAEZ D€ VIAGIU, President
Paraguay

PAEZ De VIRGILI: CREDICOORP Ltda., which | founded
and became president of in October 1971, 1s the national
central cooperative of Paraguay. It was oniginally set up as a
savings and credit institutron (credit union), but 1s now a
national co-op. open to all the cooperative associations in
the country.

Currently, we have 46 member associations, 13 of
which are urban, and 32 rural, prowviding credit and multiple
services to a total of aimost 20,000 members. In addition,
24 more co-ops are preparnng to join us, which would
bring CREDICOORP to a total of 70 co-ops and about
30,000 members.

We offer a range of services —in agriculture, rural
assistance, artisanry, commerce, housing, and education;
and women benefit in all these areas in which we extend
credit offer technical assistance and marketing services.
Our rural production credit programs have been financed
n part by US $3 mihon in loans from USAID and
$500.00C from the Inter-American Development Bank.
Ncw. 80% of the educators in Paraguay are women. And
not only do we have many members in our co-ops who
are educators, but we also have co-ops exclusively tor
educators in which women are the majority.

In CREDICODP overall, we have qute good female
participation. Of 300 posts, 87, or almos: 24%, are oc-
cupied by women. On the Board of Directors five are
women' and four women run cooperatives. Also, in five
associated co-ops. 800 (349%) of the 2,500 members are
women. | can truly say thet. - within the cooperative move-
ment, women's stat - 1, equal to men's. After all, | am
president of the nat.,ral co-op center, and even at the
birth of CREDICOOP, we were ten women and six men,
mostly educators, who formed the nucleus. Undoubtedly,
there are many advantages for women in the co-op
movement: they can obtain equal credit; they do not need

collaters!, as with ba:."  hich are really for the upper
middle class; women 10t have to get their husbands'
signatures to get cre hey are members in their own
right.

The interest on credit is about 14% overall, and re-
payment depends on the type of loan. Agricultural loans
involve products that are commercialized annually, so
members pay accordingly. On the other hand, loans taken
to make household improvements or for basic needs can
be paid monthly. Usually three to five years are taken to
repay a loan on agricultural machinery or an animal, while
loans for the purchase land may extend over five to ten
years.

CREDICOORP is very active in agriculture, as the gov-
ernment Is focusing on agrarian and land reform, and rural

Leonidas Paez de Virgili has served in the
National Senate of Paraguay since 1973. She
is the founder and president of CREDI-
COOR the Paraguayan credit union federa-
tion. and has served on the executive
committee and Board of Directors of
COLAC, the Latin American credit union
organization. Senator Paez de Virgili re-
ceived the Brcentennial Medal of the United
States for her work in the rural sector,
including organization and promotion of
rural women.
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‘ﬁl believe in people
developing their potential and
guiding their own destinies, and
| believe women must continue
to work for themselves, We
cannot wait at the table to

be served. ',

Leonidas Paez de Virgili

well-being. For example, there are prlot projects under
way in which small farmers with too Iittle land for cultiva-
tion are going to colonized zones to work. Ana Jvere is a
program with USAID to intensify horticultural and fruit-
yielding production in farming zones.

There are also examples of women who are heads of
households and large families who have to cultivate the
land. A woman displays her work plan —just as her male
counterpart does — and the credit union grants her credit,
technical assis.a 2= »nd helps to commercalize her prod-
uct. And of course, credit unions are not established for
profit-making. Asubstantial percentage of the proceeds are
returned to each member: Because of this, such a woman
now has university-educated children, she has improved
her productivity, and she has elevated her socioeconomic
status.

Also, because of urban migration, the government has
established "development poles” to relocate capital — and
programs —n various places in the country. Just now,
agricultural schools are being opened to keep young
people from flooding the urban centers, where there 1
insufficent employment to accommodate them. Inter-
estingly, women arc enrolling in these schools as well.

Of course, CREDICOORP is promoting the develop-
ment of artisanry, which i1s women’s great role: in Paraguay.
The artisans in my community, for example, were produc-
ing quits made of cotton, woven by the women them-
selves. But they were terribly exploited by the “patrons” or
intermediaries who were commercializing their product.
We saw that the artisans were working from six in the
morning until five In the afternoon — almos* 12 hours of
work —to produce four quilts, for which they were
receiving the equivalent of one dollar. Meanwhile, the pa-
tron was benefiting from the sales of these quilts.

First we spoke to them. in a group of ten, about the
necessity of a cooperative. Once they had done so, we
explained the advantages of working together to liberate
themselves financially, to improve their production, and to
obtain better benefits. The co-op extended credit to the
artisans in two stages. First, credit was given to buy the raw
material — the best thread at the best price. Second, a
large shed shop was constructed where they could come
together and work with the assurance of quality control.
They now have new designs for their quilts, better color
and tints, and credit for products to Denrark and Holland
— one thousand quilts a month — for which the artisans
recewve, by check, eight times more per quilt than they
were getting before. We are now considering a consumer
warehouse so that members arc able to provide for their
needs from the cooperative itself, without additional
exploitation.

We, of course, also teach our members to save, by
month if possible. Sometimes 1t 1s Impossible in agriculture,
But we heve a system of granting credit on the basis of
what 15 saved — five-to-one, or ten-to-one in some co-
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ops. Yo members ‘kno«v that saving is essential, and the .. One obstacle for our
system is an effective incentive. _ i ‘
There s, for example, a woman who joined the co-op women is their lack of educa-
some years ago, as a~ artisan of purses, large bags. and tion and their isolation in rural

leather suitcases. Her savings increased over time, and her

last loan was for the purchase of an ‘ndustrial machine and areas. Women are also SOC'aHY

raw materials. Now the finish of her materials s much isolated, with little access to in-
better, and she has been able to generate work and formation, and to news about
income for her two daughters and husband, as well as for

some buyers. And she has formed her own business. progress. ,,

Now, although there is no discrimination in fact or in
spirit n the cooperative movement in Paraguay. it must be Lleonidas Paez de Virgili
-ad that most of the projects are presented by men. This
1S not surprising, as our society is traditional, and men are
heads of familics and run the businesses — at least that is
the perceved norm. But there are certainly women who
are single or heads of household who run the business of
the home and have to earn money.

One cbstacle for wornen is their lack of education, and
therr isolatiorn in rural areas. Women are also socially 1so-
fated. with hittle access to information, and to news about
progress. | believe in people deveioping their potential and
guiding their own destinies, and | believe women :ust
continue to work for themselves. We cannot wait at the
table to be served. We must change attitudes —in both
men and women —and to dc that we must begin in the
schools.
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Lilia Oblepias-Ramos, Exccutive Director of
th : Manila Commiunity Services, Inc. (MCSI),
has many years experience in designing and
implementing programs in business and
skille traiming. She holds degrees in industrial
relations and social work, Under her lead-
ership, MCS! conducts entreprencurial skills
training for its women participants. Ms.
Ramos has co-authored one book. and 1s
the author of another Traming and Develop-
g Small Busmess Entrepreners: the MCSH Ex-
perence.

MANILR COMMUNITY
SERVICES, INC.

UUA OBLEPIAS-RAMOS, Executive

Director
Y
M Philippines

RAMOS: “She hasn't sold anything all day. and no one has
given her a single krone.” That's how the Danish writer
Haris Christian Andersen described the final hours of a
young street vendor in his story “The Little Match Seller”
which vividly portrays the marginal existence of most small
business women. Their universal problem is a lack of any
cotlateral they might use to avall themselves of credit
schemes oficred by banks and other financidl institutions.

' the Phuepines, there are a number of both govern-
mental and prvate organizations engased in credit assist-
ance progranis. | would Ike to wik today about a micro-
enterprise credit program for women carried out by Mari-
la Community Services Inc. (MCSI), a private voluntary
organization of which | am Executive Director: The benefi-
caries of this program are what we might calt “barefoot
entrepreneurs,” w.ually nugrants from rural areas to met-
ropoltan Manila. who engage in 1 variety of small business
activities, from toy-making, to basket-weaving, to embroid-
ery. These women from the lowest levels of society are
unable to get credit from banks because of lack of required
securtty, and ther only alternative is the loan sharks. The
program consists of two parts: the pre-SELP and the SELP
loan fund. SELP s the acronym for “Self-Employrment Pro-
gram,” and it is n this second stage that we concentrate on
skills traimng — a primary function of MCSI— and entre-
prencur formation.

But before | e<plan the program's two parts, | must
say that the most striking feature of the entire program is
the development of indigenous womer. community lead-
ers. In the informal credit world of moneylenders and
merchants, one's word 1s good enough. We have em-
barked on a secemingly fruitful experiment along these lines.
We supply cach ~ommunity leader with a petty loan fund
of about 1,500 pesos — or US $200 — to lend without
loan papers to prospective entrepreneurs in their com-
munities. Each fund is ke a small community bank. Women
can just come to the leader's house and borrow monoy
without collateral. If she needs money, say. to buy a basket-
fut of frutt to sell during the day, she may borrow 30 pesos,
and at the day's end returns the 30 with a 2 peso interest.
The 2 pesos are recycled in the petty loan fund, so it
grows and revolves. There is no traning involved in this
pre-SELP system,

The MCSI principle 15 to make of the community
icaders -— many of whom began as simple barrowers —
the pillars of "social credit,” operating within the geographic
and socal matrix of thew communities, just as the inforn:al
monevlerder operates. We have been experiencing 100%
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repayment of loans, and are now developing a system of é& L .
community sanctions aganst bad credit. in part by T aining, health, nutri-

strensthening the credibility of the leaders in giving them tion and other community de-
personal discretion in the disposiion of the petty loanr, velopment components are
The leaders are responsible for the loans they recommend X
to us, and the women clients borrow and repay according extremely important to the
to terms agreed upon by them and the community teaders, long term development of the

“Socal credit” s not charity But the gucrantees for . . ;
repayment are based on forms of security that differ from informal sector, but the entry

tradiional collateral. Certan Piulppine social and cultural POint for breaking the pove'ty
values come into play when credit 1s extended: socal cycle IS through credit. qq
shame; a sense of community; mdividual and group intcg-

rity. The qualty of e beneficary sroup as a social unit, Fraser and Tucker
with pirticpative deasion-making and sharing of responsi- PISCES, Cambridge. 1980
biity. also serves as a form of collateral, ' '

The concept of "sociat credit” apphies more to the SELP
loans than to the pre-SELP fund. Once the pre-SELP loan
has been full, repad, and the apphcant requests a larger
loan. she i3 screened and tested for entreprencurtal traits
ioessential to success. Then, in small informal seminars, she s
trained n LasiC Management. accounting, production, qual-
ity control and marketing, Finaily if appraved, she s given a
1osmiall start-up capital loan that ranges from $30 to $300
i per chent. So far about 200 women have partiapated in
ouwr entreprencurship traming program and have small
I businesses in the metropolitan Manila area. in garments, toy
I production. shoe repair; embrodary, cookirs native foods,
producina peanut butter prezerving fruits, et
; The woman seling fish, for example, would have
i learned n our program how to preserve fish that has not
i be~ sold, how to weigh and price fish properly. how to
keep records of what she buys and sells. Some of our
trainecs have become quite successful. We lent 1000
pesos — about $150 — to one woman to start u a toy
production business. She has expanded so rapidh that she
doesn't beionz 1o our program anymore. She has in-
creased her capitahizatr 0 to a level beyond us. We helped
her prepare a feasibility study so she could borraw from a
bank, and now she owris a small factory and employs
women in the community.

 would ke to add that the Phiippines Commercaial and
Industrial Bank. one of our leading banking mstitutions,
administers the loan program. In addition to acting as the
disbursement center for the toans, the bank also extends
technical expertise to MCSI and assists in the evaluation of
project proposals as well as in the development of trust
investment plans for the SELP loan fund. The loan criteria
are those famihar to most financial institutions: viability of
the project: alternative means of fiianang (SELP helps
those without such alternatives); the income-gencrating ca-
pacity of the project and the loan; reliability of the appl-
cant.

Currently, loan apphcations are bring evaluated by the
community leaders, who live in the chients” communities
and are in the best position to determne relability. Inter-
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ﬁﬁThe most striking fea-
ture of MCSl's credit assistance
program is the development of
indigenous women community
leaders. From mere receivers
of assistance, these women have
been turned into formal lead-
ers in their communities. gq

Lilia Ramos

estinghy. | have discovered that in other developing coun-
tries — notably Ghana and Upper Volta -— community
leaders are also used n credit schemes that resemble ours

Also, as in other countries, our traciition of strong
family wwomen, who actuaily controf the purse strings,
serves as an effective base for the SCILP loan scheme. In
fact, most of our most successiul wonian entrepreneurs
are pirating their husbands from their pla: =s of employ-
ment to work for them — which is excellent to our way of
thinking, and fits with our recent focus on developing the
family as an entrepreneurial unit, as one way to combat
inflation,

We believe that our approach to micro-credit dovel-
opment is nnovative, but there is still a great need to
explore new and better strategies. We hope to be able to
develop dynamiz leaders in communities where women
are held back, as in our Moslem communitics where
women still have to ask permission of ther husbands
before they can take & smatt toan,

We believe in real income-generation, which is why
our slogan is: "Give a person a fish and she wili eat only
once; teach that person how to fish, and she will eat for an
entire lifetime.”
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INSTITUTIONS IN
HENYR

DIANA OPONDO, Cooperatives
Consultant

Kenya

OPONDOQ: There are a number of institutions that serve
as sources of credit for women in Kenya and East Africa,
Some work well, others do not.

First. we have the commercial banks where women
can get credit-— they have the security and collateral
required. In most of our countries, however; especially in
Kenya, banks require a title deed and land as collateral, and
the land 1s ownea by men. There s another barrer; too,
and that s simple projudice. | recently talked with a bank
manager who s a voman, and she said that even when a
woman does present collateral, men managers refuse to
believe that she il repa, the loan unless her husband
guarantees it. So wamen are refused loans — even when
they qualify. Besides the fact that women do repay their
loans promptly, and otten do better business than such
men ever thousht they would, this woman suggested that
women bankers should go out of their way to support
women chents

Qur agricultural banks, in contrast, are not prejudiced.
They operate for the rural farmer — man or woman —
and pive credit according to capability,. However - omen
do face probiems with the housing or bulding societies
where, by law a man has to guarantee a woman before
she can get a loan, even when the man has no money at
all, and the woman does. We are trying to make changes in
this area.

And then we have cooperative banks that operate
exclusively for reaistered cooperative societies. The banks
are interested prmanly in the viability of the socety, so
women members have fair access to credit there,

| would also like to describe two other importani:
sources of credit for womer: savings and credit coopera-
tives (credit unions), which are working well for women;
and agricultural cooperatives which are improving, but
have a long way to go.

The savings and credit co-ops began in Kenya in 1967. With sixteen years ¢xperience in cooperi-
As it turns out, most are organized around working groups tve and credit union education and training,
in urban arcas, in factories, inGustries, government offices, Diana Opondo has worked for the Interna-
and other private sector companies. The system works tional Co-operative Alliance in Tanzania as
well because 1t s based on a so t of compulsory savings education and project officer for women's

programs and with ACOSCA, the Pan-
African credit union associauion, in the pro-
motion and organization ot credit unions in
Kenya. A qualified primary and secondary
school teacher, Opondo now cperates a

arrangement, whereby a member agrees to save so much
each month — an amount deducted from payioll. The rule
1s that once a member signs and borrows money. the
deduction continues until the loan s repaid. Women also

provide security by signing for one another so that a friend 200-acre sugar cane farm in the western
may guarantee you if you want a loan. part of Kenyl/fx. employ:ing ten work.ers and
So. a woman working in a company where a Savings producing sugar cane for domestic con-

and <redit co-op 1s organized is eligible to join in her own sumption.
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ﬁh Finally, attitudes must

change. Men and women both
must feel they will benefit by
women’s increased participa-
tion. Also, men must under-
stand that they need to en-
courage women's participation,
because they are the policy-

makers. qq
Diana Opondo

— Copenhagen interview, 1980

right and gets the same services as her maie colleagues.
Today there are 500 sucn co-ops in Kenya, with a mem-
bership of about 390,000, a third of which are women.

It is interesting that women members of these co-ops
use the money they borrow for a range of uctivities, many
that are income-generating. For example, some borrow
money simply to cover basic needs of home, such as
children’s schooi fees, hospital expenses, or home
apphances, such as refrigerators. Other women have
bought land, put deposits on houses in the city, bought
machinery for the family farm, purchased fanine food, or
installed water pumps in thew areas — particularly in rural
areas where water 1s a big problem. Women have also
borrowed to set up business in tailoring, or have opened
stalls to sell. I myself have borrowed from my co-op more
than once to make improvements on my sugar cane farm,

So our savings and credit co-ops work well, particularly
for women in urban areas. The problem for rural women
is their lack of reguiar inceme, which 1s required according
to the way these co-ops work. But if they have a business,
they are allowed to form a savings and credit co-op. And
even if they have formed it as a women-only co-op, they
can go to a cooperative bank and borrow money to run
their businesses or make investments.

Women who are slf-employed and do not beiong to
a group should be organized, especially women working in
the markets. Also, in rural areas, there is arother class of
women who could easly be organized into savings and
credit co-ops — the women who work on farms for
money. These women could come together and form
self-help groups to save money together: In Kenya we call
them “Mabati” groups. "Mabati” means iron roofs, and such
groups save together until each member has been able to
buy an iron roof, or use the pot of money for some other
home improvement.

Now. agricultural co-ops are another area where
women are playing 20 increasingly greater role. In the
beginning, however; they played almost no role and had no
say in the cooperative. The men attended the mectings
and took the proceeds from the produce. The women
didn’t even know what a co-op was — although they were
the ones working on the farms, weeding, harvesting, select-
ing the produce, grading it, and taking 1t to the co-op for
marketing.

Still, today, in most African countries women are not
members of cooperatives. But we began to organize pro-
grams to educate women who were wives of co-op
members, and also programs to convince men that
women should particpate at meetings and be treated as
members, not just workers. After all, they know women
look after the family land — many men go to urban areas
to work. We reminded them that the women are working
on their behalf. They began to see the value of the womer.
attending meetings and keeping informed in their absence,
to protect the interests of the famuly farm.




INSTITUTIONAL PRESENTATIONS: INSTITUTIONS IN KENYA 25

Of course, vhen it 1s put that way, everyone agrees —
until it comes to the question of money. But ve have more
or less solved that problem. Instead of co-0ps giving
women their husbands” money, cach member 1s pad
through her or his ndividual account in the co-op. Many
families have found it quite convenient to allow the wife to
operate the account. She s able to improve on the qualty
of the produce. and to get access to money for family
needs.

But, agan, in the area of management we have a very
long way 1o go. And that s related to bringing women into
the co-ops as fully equal members, so that if a woman
attends miectngs and 1s active, and if she s elected to a
committee, her leadership role will improve the overall
status of women in the agriculturat sector.

Also, where agriculture s only a source of margnal
{Income. women are cager to do other things to improve
thew economic situation. We have tried to encourage
them. for e=ample, to organize handicraft activities more
ccononucally by improving the quality. But marketing is a
problem. There s one handicraft co-op n Nawobi, which
helps a lot with marketing. Some groups have been as-
sisted by the Women's Bureau, others by religious organi-
zations ke the National Christian Counal of Kenya, which |
betieve gives credit as well as marketing and training assist-
| ance. There s a need for small producers who work in
their houses 1o organize nto co-ops at a grass-roots level. |
think then they could get aredit from the Co-op Bank.
Also, all of these groups need good business training in
pricng, guality control, and profit, so they can avoid nud-
diemen and begin to generate mcome, Right now, the part
women are playing in Kenya economically may not be very
big. but it s growing, There are more and more stores and
businesses run by women —-and a feeling of competition
among women. They want businesses that will generate
income.




26 INSTITUTIONAL PRESENTRITIONS: THE CHASE MANHATTAN BANK, N.A.

Claudia Marshall, V.ze President anc.
Director of Marketing at The Chase an-
hattan Bank in New York, 1s responsible for
marketing activities to correspondent banks
and institutions globally. In addition, Ms.
Marshall manages the Seminar for Interna-
tonal Bankers which offers programs on
credit and finance to bankers from around
the world. She has also worked extensively
with credit unions in the United States. Pre-
viously ernplsyed by 1BM Corporation, Ms.
Marshall has taught communications at
Michigan State University, and holds 4 mas-
ters degree in business and a bichelors de-
gree in communications.

==. TH€ CHASE
‘ “ MFINHHTTHN BANK,

CLHUDIH MARSHALL, Vice “resident
United States

MARSHALL: In discussing with entrepre  2urs the difficul-
ties they face in obtaining start-up financin, for their busi-
nesses, | often hear how toush it is to turn to a commercaal
bank, such as Chase Manhattan. Perhaps | can contribute to
an understanding of this problem by describing some of
the elements — both tangible and intangble — that a
banker considers in a snall enterprise loan proposal. | will
add that, besides my experience with U.S. businesses, |
tran bankers from around the world — that 1s, commercial
bankers. credit union managers, savings and loan bankers.
The basic elements they look at in a small business pro-
posal are much the same everywhere

Despite the passage n the United States of the Equal
Credit Opportunity Act and Regulation B enforang that
act. we all know that equal credit does not mean easy
credit. Why 1s a loan to start a new business one of the
hardest ings of credit to establish? The reason for ths 1s
because so many new businesses fal. An understanding of
why they fail can shed hight on the way bankers look at
small business foans.

According to various studies, roughty 98% of the small
businesses ir the United States that fail do so secause of
managerial nexpenience. managerial ncompetence, or a
lack of understanding of one aspect of the business. such as a
lack of nav d financal knowledge. Only 2% of the falures
are due to factors beyond the control of the people
involved. Fortunately. though, as my friends tell me, with
drive and commitraent, you can achieve a simple under-
standing of all the nacessary clements,

Now, t1s untrue that banks never lend money for new
businesses. But 1t is true that banks are not n business to
make loans; they are in business to provide a reasonable
return to their shareholders. In additon, the return a bank
gets on 1 loan —whether the business grows rapidly or
slowly, has a good year or a bad year — s constant. 1here
is absolutely no mert or reward given (o a bank for taking
more risk than necessary.

With a marketable idea and a well thought-out busi-
ness plan. however, 3 loan can be secured. There are
seven major categories around which you nmight structure
your proposal, and | would add that smplicity and a
fundamental grasp of what you want to do s far more
Inpressive than a lavish presentation The seven categories
inclde:

1) A description of the business itself: Is 1t a mer-

chandising. a manufacturing, a service company?
What 1s yowr product? Is it a new business or
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one you are taking over from someone else’ ii .
Will it be profitable? What information do you Now, it is untrue that
have from others outside the business — trade banks never lerd money for

suppliers, banks, communications and publica-

tions people — about the business you wish to new businesses. But it Is true

undertake? that banks are not In business to
2) The market in which you wish to operate your make loans; they are in business
. . =l -1 ? .
business: Who is your market, precisely? What to prowde a reasonable return
needs do you plan to filf in this market and i .
how do you plan to maintain customers on a to their shareholders. There is
long-term basis? absolutely no merit or reward
3) Your competitors: [dentify them. What do ynu given to a bank for taking more
know about their operations? How will your 4 o
approach or technique differentiate your pro- risk than necessary. "
duce from thenrs’
4) The location of the business: What kind of Claudia Marshall

facity do you need, and where?

5} The management of the business: How does
your background and business experience help
you in this area’ How does your track record
show your technique will work? What related
work experience can you point to? If you lack
expenence, who will provide that expertise?

6) Personnel you will employ: How will your per-
sonnel needs be met, now and in five years?
How will you train you. personnel?

7) The need for the loan: How will the loan make
your business moie profitable’ How will it be
uscd and what 15 your plan for repayment?

Note that six of these points have Iittle to do with the
financtal aspects of the loan.

{ would also like to describe what the loan application
itself should include. At Chase, we refer to the five "P's” of
lending:

[} The principals: Include a personal, financial, and
business portrait of every key person in your
business, even include credit and business
references.

2) The purpose of the loan: Specifically. how will
you use the money!

3) The payments of the loan: What s the primary
source of money for repayment? Sales? Con-
version of your inventory?

4) Protection: The banker is always looking for
protection, and will not want to look to your
collateral or securitv for repayment, but rather
to your business and income . zenerates.

5) Prospects: Because most banks are interested
in establishing a total refationship with a lendee,
they will want to support any checking ac-
counts or financial transactions related to the
business — particularly since small cradit lending
1s not very profitable.
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Your financial statement should state as simply as possible

your basic assets, your liabilities, the ownership of the
business, as 12- to 18-month projected profit and loss
statement, and a projected monthly cash-flow statement.
Now; to round out the picture, let me list the reasons
that most loan requests are rejected:
) Inadequate preparation of a lending proposal;
2) No prior related experience of the applicant;
)

Lack of capitalization by the company in any
form:;

4) Little money to invest from the individuals

involved;

5) Lack of an attorney or accountant on the part

of the applicant;

6) A general lack of understanding of the market

in which the prorosed business would operate.

I think the difference an institution like Chase can make
for women entreprereurs 1s in offering programs and
training to develop the basic expertise of prospective
entrepraneurs, which, aside from the technical elements in
the loan itself, 1s what a banker evaluates in deciding to
accept or reject an application. There are m.ny women
trying .0 make : transition be‘ween, say, veing a mother
and opening a day-care center or a boutique. Their prob-
lem is, they have no demonstrated experience to indicate
that, indeed, they could successfully run a boutique. Some-
how, they must gain that experience, most probubly in a
job related to the business they envision, Because there are
these obstacles, | believe the ultimate success of business
stems from the personal ambition of someonc pushing
through, despite opposition, despite even a lack of support
from people around them.

A business should not be entered into in order te
escape something else. That's a formula for guaranteed
failure. Nor should a business be shaped to fit established
rules of financial institutions. !t is much easier for a woman
to creatively establish an entreprise in her own rignt, and
then find ways to link up with any seri-s of sources of
credit in her neighborhood, city, or state. And of course,
the whole support system — legal and accounting — is as
critical as obtaining credit.

| would add. finally, that we are seeing increasing num-
bers of women in banking. Close to 20% attending our
recent training program n Cairo was female, and we had a
handiul in Barbados. A lot of women are in charge of
credit and lending departments. Hopefully, with more
women trained, there will be more empathy for women's
credit problems,
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1.

Page 29, para 1, lines 5 and 6:
Delete "an annual turnover exceeding
US $17 million" - replace with

"a portfolio exceeding US $17
billion"

Page 29, para 3, line 11:
Delete "we have to pay them back" -
replace with "they have to repay"

Page 30, para 2, line 5:
Delete "l-year" - replace with
"10-year"

Page 30, para 4, line 5:
Delete "at very low interest
rates. Our returns" - replace
with "ro interest. Returns".
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INTER-AMERICAN
DEVELOPMENT BANK

BEATAIZ HARRETCHE, Deputy
Manager, Technicol Cooperation

United States and Argentina

HARRETCHE: The Inter-American Development Bank
(IDB), based in Washington, D.C , is an international finan-
cial institution consisting of Latin American and Caribbean
countries as well as the U.S., Canada, Japan and 16 Euro-
pean countries. IDB, as a development bank, has an annual
turnover exceeding US $17 million and a development
program covering most se ctors.

Since April 1980 [ have: been deputy manager for tech-
nical cooperation at the tank. The program I'm going to
describe here was not designed specifically for women;
rather. its focus 1s to finance small projects. Nonetheless,
the program 1s actually promoting the participation of
women in a fundamental way.

Before starung this program to provide credit from a
variety of smail projects, we conducted a study to see
cbstacles or hindrances to making loans to small busi-
nesses. And it was easy to see why neither the private
bankers nor development bankers can risk making loans to
any new, strugghng business. All bankers — whether com-
mercial, private or development — need to see whether
tney have the capacity and the capability to repay. And for
international development entities, ke DB, it's even more
difficult in times of increas.ng nflation, because with dollar
loans we have to pay them back in dollars.

We concluded that the commercial bank. go only to
the first line and lend to those businesses wmth sufficient
collateral to put up as security. We think that, b, making a
very considerable effort, we can go down to the second
line, where there 15 a human layer with the capability to
develop small businesses v/hose only hindrance is lack of
access to cred.

We decided to aim our program at those whose
incomes are less than half the average per capita income in
their countries, to enable them to rise above the subsis-
tence level. But rather than trying to instill motivational

ability within indiiduals or groups, we decided to provide In 1980, Beatriz Harretche became deputy
credit management capacity. manager of the Inter-American Develop-
Now. the bank i1s not working with the beneficiaries ment Bank’s Technical Cooperative Sub-
directly, but through intermediary groups that are non- Department. which funds projects to create
profit, usually private organizations — cooperatives, foun- new Job opportunities and provide man-
dations, church groups, and other NGO's — which provide agement and business training for low in-
technical assistance and credit. We ask these intermediaries come Latin American groups. A native of
for a detaled presentatior: of therr organization and their Argentina, she was assistant to the director
financial operation, because they must be geared to service of cultural affairs at the Argentine Embassy
small businesses, and to communicate relevantly with in the U.S. She is the co-author of Una
groups — often rural— who have never taken formal Decada de Lucha por America Latina. and is a
loans. board member of the Society for Imerna-

The criteria of projects that we accept are that they must: tional Development.
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1) directly benefit marginai groups with no access to

ii ...our credit program public or commercial credit;
was deS|gned to help small 2) generate employment and promote training in
businesses through the use of the use of technoiogies appropriate to the proj-

ect and to the ccuntry conditions;

intermediary organizations. We
Y org > 3) utihze a high parcentage of raw materials and

decided to use non—proﬂt or- semi-finished products of national origin.
ganizations or cooperatives or We also want projects that will have an impact in the short
private corporations that could | n.naone-year period at most |

. In each case, IDB evaluates the need for providing
help those small businesses b)’ technical assistance to the intermediary to ensure its institu-
providing technical assistance tional capacity for administration of the financing. In addi-

tion, our conditions are flexible: a 40-year pariod for
repayment, with a |-year grace period, and a 1%

or channeling loar funds. IlJIj

Beatriz Harretche commission.
The projects chosen should, if properly executed,
- Copenhagen interview: 1960 permit the beneficiaries access to conventional credit in the

near future. We also consider projects that can function as
pilot experiences, for future application on a larger scale.

Now, to date we have undertaken 25 projects in (4
countries, the maximum being $15 million. The terms
are very flexible, with loans being lent to less developed
countries for up to 40 years with 10-year grace periods
and at very low interest rates. Qur returns, so far, are very
satisfactory.

Among these successful projects, between 50 and 60
enterprises are controlled or owned by women. Some
programs sornetimes are 100% women. The Manos del
Uruguay cooperative rroject, for example, is extremely
successful. There, we have provided $550.000 for a five-
year expansion program to benefit women artisans who
hve in rural areas where the annual per capita income is
less than $140. Manos del Uruguay is a non-profit associa-
tion made up of I8 handicraft cooperatives throughc ut the
country, with a service center in Montevideo. There are
about 1,000 working women and 100 ir. administration,
who provide technical assistance, acquire the raw materials,
and see to the marketing of the products. Last year, Manos
sold $1.8 milion worth of high quality wool and cotton
sweaters, rugs, ponchos, and other woolen and fiber
goods, and more than half was exporied to New York,
Paris, and Tokyo. According to its stated goals, Manos
intends that its artisans participate in the direction of the
enterprise as well as benefit from steady employment and
income. To this end, the groups have become self-managed
cooperative businesses. You can understand why each
group has a waiting list of women and a few men who
wish to join.

I'have great confidence and hope in these women's
businesses, which work so well when the range of needed
resources — technical, financia!, management, training —are
provided. | canalso see that more innovation is needed,
particularly in providing guarantees for credit, for both men
and women. That is a critical component often lacking.
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WOMEN'S WORLD
BANKING, INC.
MICHRELA UJALSH, President
United States

WALSH: Women's World Banking (WWB), of which | am
president, 1s an international, indeper:dent financial organi-
zation created to foster entrepreneurship by women, par-
ticularly those women who have not generally had access
to banking and financial services.

WWAB was an idea born at the 1975 International
Women's Year Conference in Mexico City and incorpo-
rated in the Netherlands as Stichting Women's World Bank-
ing in May 1979. WWB seeks to redirect financial re-
sources and management services to entrepreneurial
women who are generally without access to established
financial institutiors.

I would lke 1o mention a couple of common assurmp-
tions about women and credit that led me to Women's
World Banking. The furst assumption is that of “expertise.”
Over the past few years, I've gradually come to the con-
clusion that there are no experts at this game. Instead,
there are a lot of specalists with knowledge and experi-
ence that can be shared. In fact, | think the word “expert”
itself 1s divisive. Because of its implication that there are
only a few who "know,” its use has eliminated women from
many decision-making bodies as well as from access to
resources that can help increase their productvity. We
should bepin by changing the vocabulary and the dialogue.
Just for starters: if “expert” becomes “specialist,” we've
changed the image of who helps whom.

Another assumption | question 1s that many women
are experiencng mainstream entrepreneurial success. The
reality 15 that very few women have access to credit, either
because of legal barrers, or because of perceptions of
what a good credit risk is, or perceptions on the part of
women of what a loan should be. At the same time, we've
moved beyond the idea that credit alone s the i1ssue.
Credit 1s a tool. Alone. it coes nothing to ensure women's
access to resources.

There is a need. within individual countries, for women
to understand what 1s involved in the formation of enter-
prise development — from the ground up. And there is a

need for those who have the skills and the capital to work Michaela Walsh is president and a founder
collectively 1n a businessiike way to increase access for of Women's World Banking, an organization
those who don't have the resources. So. those who don't that hnks entrepreneurial women with fin-
have capital become partners with those who do —but it's ancial, technical, and managerial resources.
not welfare. She was a partner of Boettcher and Com-

pany. a member firm of the New York
Stock Exchange, prior to serving as pro-
gram associate for the Rockefeller Brothers

Now, WWAB has been designed with four things in
mind: to Increase women's access to collateral by initiating

a loan guarantee mechanism to generate financing for Fund. She also directed a study at tne
women's income-producing activities; to increase access to Office of Technology Assessment for the
nformation by developing a network to collect and dis- U.S. Congress — "An Assessment of Tech-

seminate information, by retang on local information and nology for Local Development.”




32 INSTITUTIONAL PRESENTATIONS: UWOMEN'S LUORLD BANKING, INC.

knowledge and by arranging for management assistance to

ensure the viability of ventures; to stimulate efforts among
women who have access to capital to help develop mech-
anisms for getting that capital out to larger numbers of
women; and to expand and strengthen the network of
women participating in financial decision-making,

How do we plan to initiate this progrem? We are
launching a capital fund throughout the w.. !4 that wil
provide, say, a 10% to 15% return. This will be the basis
for guarantees to existing financial institutions for lcans they
make to women. Now, when WW8 places a guarantee at
a level of US $250,000 with a financial institution, that capital
can be leveraged to provide $25 million in loans to
women. You can see the tremendous benefit in leveraging
women’s capital toward heiping other vvomen.

I do not believe we need any more financial institu-
tions. We need to make the ones we have more work-
able. If women have equal access to the financial institu-
tions, they will also have access to the markets, the skills,
the decision-making functions of a given economy. And
that's the way most economies are run —through banking
systems.

The question is, how can WWE halp women have
greater control over the money we “cwn'? By joining with
women knowledgeable about banking practices within
their own economies, with women who have deposits in
those financial institutions or access to those resources, and
by providing guarantees to the lender. In this vay we can
help to provide knowledge and share a portion of the local
bunking institution’s risk. In all cases, WWB will agree to
work with banking institutions that agree to be responsbile
for 25% of the risk. This integration of knowledge and
collaboration helps to ensure that loans work effectively
toward greater piaductivity for the women involved,

Of course, we work with lending institutions of any
design: a trade union bank, a commercial bank, private
lending organizations, a national bank, or even private
individuais. Right now, we are calculating the risk factors in
programs we will undertake: to what degree can we lend
and risk money? how do we protect our investors? if we
invest money in a guarantee fund, how do we protect that
money?

To give you an idea of projects we will undertake, we
have begun to negotiate a WWB institution in Nigeria. We
also have a request for help from two entrepreneurial
groups, Manos del Uruguay and Artisans’ Co-operative in
the United States, both of which are marketing in their
own countries but are joining forces to extend those
markets into Europe and other parts of the world.

Another experiment we hope to launch is a relation-
ship between WWB, a group in a Latin American country,
and Singer Manufacturing, in which Singer will provide
technical assistance and training in both the use and main-
tenance of sewing machines by women. Ultimately, the
women wil own the machines themselves, having pur-
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chiased them through a local banking institution with a ﬁﬁ .
guarantee from WWB, an individual in the country willing Credit is 2 tool. And
to guarantee part of it, and the banking institution itself witout an economically viable

guaranteeing part.

We still have a long way to go. But we are open to businezs, credit can be destruc-

experiment and committed to strengthening women's con- tive. It mst be combined with
trol of resources and capital formation on the community gOOd menagement, and it
level, where | believe our real strength rests. . .
Az we proceed, | think all of us should continue to must lead to Increasing the
raice basic questions about the viability of programs, distin- capita! resources that women
guishing between survival programs and really profitable, control. !,
income-generating programs. It 1s also critical that govern- i
ments and development agencies question their role in Michaeia Walsh

income generation. So many programs fail. It seems to me
that management skills can be taught, but not entrepre-
neurship itself, which is a talent. It seems more sensible to
return to square one, open ourselves up to experiment
and new possibilities, and ask women around the world
what they think ~2eds to be done. That's quite different
from going into a country and saying, here’s what you
need; here's what we're going to teack. you. Not giving
people a formula or predesigned package is terribly dif-
ficult. That's the approach I've been using in recent years.
And you can see what's coming out of it!

—interview, April 20, 1981
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Program Design Implications:
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En order to make practical use of what was learned
from the World Councit of Credit Unions program on
women and credit (and subsequently reinforced in inter-
views with development practittoners), the observations
drawn trom the ten Copenhagen panelists are divided into
three categories: credit access, enterprise development,
and loan program design. The bst of observitons, while
not exhaustive. represents thames that recurred through-
out the Copenhagen presentations. Many of the themes
are simple ones. but they are rooted in actual experence.

CREDIT ACCESS ORSERVATIONS

B Start-up luans are the most difficult to obtain for
any new business. Once obtaned. however,
timely repayment helps build the entrepreneur’s
reputation as a renable credit risk.

B Geographic and socal isolation. combined with
lack of education, are particularly significant prob-
lerns for women.

B A busiress based primanly on human resources,
with ittle capital, equipment or other tangible
assetts, lacks the collateral deemed adequate by
most financial institutions.

Reasons for loan proposal rejecior inciude in-
adequate preparation. no prior ielated experi-
ence, lack of capitatization, ittie money to invest
by the enterprise, lack of legal or accounting
advice, lack of understanding of the market.

& To obtain aloan. business plans should fully de-
scribe the business, market, competition, loca-
tion, management. personnel, and the need for
the loan.

R A loan proposal initially rejected by a financial
institution may simply need to be re-packaged
and re-submitted.

B Self-employed women borrow more successfully
when organized into groups with pooled savings.

B Groups need access to financial institutions that
are willing to process small loans.

Women's associations, women's cooperatives, or
women's banks can serve as effective financial
intermediaries assisung women to establish credit
histories that facilitate access to commercial
banks and other formal sources of credit.




ENTERPRISE DEVELOPMENT
OBSERVATIONS

Atter imitial funding from friends and relatives, the
capital needs of an expanding enterprise usually
outpace amiourts avallable from informal
sources.

Continual reinvestment of profits and increasing
amounts of credit are criticat for enterprise
Jrowth,

Entreprencurs and other women Jacking business
experience need speaally -tadored training in
needs assessment, planning and goal setting, fiscal
responsibility and manageraent.

Groups and indwiduals need increasingly sophisti-
cated ousiness management advice as the busi-
ness matures and expands.

Formal sources of credit, such as banks or pri-
vate investors, are able to provide business man-
agement advice rarely avalable from noost in-

fr: 'mal sources.

LOAN PROGRAM OBSERVATIONS

A successful credit program reduces the bor-
rowers’ dependence on project loans, preparing
thenm for future borrowing from commercal
banks and other outside nstitutions.

Indigencus women community leaders can be
trained as effective intermediaries to evaluate
loan applications, estabhish lending criteria, make
disbursements and collect repayments.

A loan program can be based on forms of
secunty that differ from traditional collateral, such
as the borrower’s standing in the community, or
group commitment to loan repayment.

Loan guarantees and technical assistance for
women's projects can be delivered through a
variety of partnership arrangements (for exam-
ple. private voluntary organizations and commer-
aial banks, women's banks and corporations, or
cooperatives and governments).

Payroll deduction minimizes risk of loan default.

Loans should be avalable in sma" amounts,
suited to the borrower's ability to repay.

Location of the lending institution or sources
should be based on proxinuty and accessibility.




From interviews and research conducted during prepa-
ration of this report, development specialsts point out a
few areas n which credit-related rescarch is sl necded to

improve the design of credit programs and projects.
Among them:;

® Studies of women-operated agricultural, off-farm
and urban economic activities to determine ap-
propriate loan sizes, interest rates, repayment
schedules and substitutes for traditionat forms of
coilateral.

@ Studics of ways to strengthen the marketing po-
tentiat of small enterprises.

e Complementary data for efficient targeting of
credit programs, such as identification of regions
with high percentages of women-headed house-
holas, household composition, household
production.

® Case studies of women borrowers in particular
kinds of economic activities. loan default studies
and transaction cost assessments of women
borrowers,

® Studies of the relation between increases in provi-
sion of credit and increases of productive output.

® Country-specific and socio-econonic analyses of
laws and regulations on individual ownership and
banking practices affecting women’s access to
modern credit institutions,
(Ache, 1980; Dulansey. 1980; Schumacher: Sebstad
and Buvinic, 1980; Margaret Snyder, Dao Spencer;
In‘erviews, 1981)

As tth e Copenhagen panchists and project experience
attest, timely access to appropriate amounts of capital and
credit from dependable sources is crucial to the suecess of
Income-generating projacts. Such projects designed espe-
cially for women should build upcn conditions that enable
women to demonstrate their credit-worthiness and to
approach the same "windows” or sources of credit avail-
able to male borrowers. Recognition of these factors in
program planning will permit women entreprencurs to
contribute more effecively to the economic development
of their countries.
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UNIONS. INC. 1120 19th Street, N.W., Suite 404, Washington, D.C. 20036

WORLD COUNCIL OF CREDIT UNIONS — the international organization represent-
ing 59 million credit union members in 69 countries through national leagues and
regional credit union confederations. With headquarters in Madison, Wisconsin, the
World Council of Credit Unions coordinates technical and financiai resources in
support of rural and urban credit union development and provides technical assistance
for strengthening credit union institution:s.

7" OVERSEAS EDUCATION FUND
2101 L Street, N.W, Suite 916, Washington, D.C. 20037

OVERSERS €DUCATION FUND (O€F) — a private, non-profit organization focused
on integrating Third World women and their familizs into the socioeconomic devel-
opment of their societies. OEF assists community organizations in the design and
implementation of income-generating projects. In the U.S., OEF encourages greater
understanding of international issues and women.




