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Happiness in the Ecuadorian village ﬂf i
Luis Fillajo and his family can look forwan
rosier future thanks to micmﬁii]_
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Mini loans with maximum impact

Sustainability Affairs

Text Ura Schwarz i Phatagraphy Acaion

Microcredit enables small companies in the
Third World to become self-sufficient. In return,
investors have the knowledge that their money

is being used in a meaningful and sustainable way.

A classic win-win situation.

o When Luis Pillajo and his wife Maria from Pe-
sillo in Ecuador started out, they baked rolls on a small scale,
They had ta bring up two little daughters on the meager revenue
fram their tiny store. One day, Pillajo heard about Banco Sali-
dario, a partner of the microfinance organization Accidn. He ap-
plied for a loan of around 750 Swiss francs and was able to buy
larger quantities of goods for his store for the first time, Pillajo
repaid the loan on time and has since been granted five others -
each larger than the previous one. In this way he was able to
steadily expand his business. Since starting out, his sales have
increased around ten times,

Putting an end to cheating

Fut simply, microfinance is retail banking for poar but econom-
ically active people. Specifically, it involves capital for people who
have no access to credit because they lack collateral, Without a
fair chance starting out, they often ended up at the door of dubi-
ous characters who demanded usurious interest rates, some-
times running into four digits, for a loan, Microfinance institu-
tions put an end to these unscrupulous practices by offering
loans at fair conditions. The average amount of the loan is 500
US dollars. Experience shows that many small-scale entrepreneurs
are reliable business partners. “The default rate for well-man-
aged microfinance institutions is just two percent, a figure
that creditors in the west can only dream of,” explains Sylvie
Galay from Credit Research. Many entreprensurs are highly
motivated and do everything they can to seize an opportunity to

improve their lot. The high payment marale is also boosted by
special credit models. Loans are not granted just to individuals
but, as in the case of village banking, to an entire community
that decides who should receive how much. Because the com-
munity is jointly liable for the loan, social pressure arises to
ensure that potentially unreliable clients meet their repayment
obligations.

1,000 francs will get you started
Western banks, oo, have become aware of microfinance in
recent years, Credit Suisse Group is involved in responsAbility,

a company established four years ago by representatives in
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UN Year of Microcredit

banks.
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The UN has declared 2006 the Year of Microcredit. *l am
convinced that this method of temporarily attracting attention
will help spread and promote microfinance,” state
Kell from the UN organization Global Compact. He =ays he
1z enthusiastic about initiatives such as responsAbility
because they promote responsible action and halp to boost
small entrepreneurs to a level that is interesting for local
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