




















04/22/96 17:53 B9 202 6220073 TREAS EXEC SEC

“

RER-Ass. for Enterprise Opportunity, microlending video with Mrs.
Clinton =~ 4/23/96
draft S

Thank you, Mrs. Clinton, and thank you for lending your
thinking and support to the simple but important idea of using
capital and capitalism to fight poverty and deprivation, here and
around the world. You have been a champion of microenterprise
development, and your involvement will help provide momentum to a
program with a potential for a substantive impact both in the
United States and in developing nations around the world.

One of the objectives of economic policy must be to bring
the free market system to bear on the problems of poverty in both
the United States and the developing nations around the world.
All of us in our country have a direct self-interest in
successfully addressing the problems of the poor both here and
abroad and in making sure that the benefits of economic growth
are felt up and down the income scale. At home, by helping
people enter the economié'mainstream, we reduce the social costs
of poverty and increase our national productivity. And abroad,
we create new markets for Americans exports and increase
political stability and thereby enhance our national security.
Helping the poor is clearly in the interest of the poor, but it
is equally in the interest of all Americans no matter where they
live or what their economic status may be.

Expanded capital access is halping reduce poverty in
neighborhoods throughout the world. I saw it working in Manila
at a micro-project underwritten by the Asian Development Bank.

There, people in a poor neighborhood who couldn’t possibly get
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capital in traditional channels are borrowing to start very small
businesses. Moreover, the loans are profitable and the repayment
rate is very high. This program attacks poverty through people’s
capitalism. This is micro-lending at work.

We don‘t have a monopoly on good ideas in the United States.
This works overseas, and if adapted to ocur own economy, it can
work in America to help people in distressed communities better
their lives and join the American economic mainstream.

In fact, micro-enterprise development has begun in earnest
here in the United States. I have met people involved in these
programs and the results are encouraging. But we must gradually
expand the scale, and at the same time combine the availability
of capital with technical assistance and training for borrowers.
Again, a lasson to be learned from observing programs abroad.

Micro-enterprise lending is just one example of President
Clinton‘s commitment to increasing the flow of private capital to
economically distressed areas. He has reduced regulétions and
papervork in order to make the Community Reinvestment Act more
effective for borrowers and less burdensome for banks. And he
has successfully defended the Community Reinvestment Act against
Congressional efforts to undermine it.

He has launched the Community Development Financial
Institutions Fund, or CDFI, to provide seed and expansion capital
to community-based banks, credit unions, community loan funds,
and micro-lenders. These institutions will foster economic
growth and job creation in their neighborhoods. When we issued

our first call for CDFIs and mainstream financial institutions
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around the country to apply for Fund assistance and incentives,
CDFI requests outstripped current resources by 10 to 1.

Now, as Mrs. Clinton said, the President has asked Treasury
to create Presidential Awards for excellence in micro-enterprise
development. Today, I‘m please to announced that we are
launching these awards, under the CDFI Fund.

The Presidential Awards will recognize outgtanding and
innovative programs thét provide access to credit, technical
assistance, and training to micro-entrepreneurs. Five categories
of awards will highlight excellence in program innovation, access
to credit, development eof entrepreneurial skills, and poverty
alleviation, as well as public, private, and nonprofit entities
that provide strong support for micro-enterprise development.

These non-monetary awards will allow micro~enterprise
development organizations to compete for public recognition just
as large American corporations compete for the Malcolm Baldridge
Award. And in revarding the best in the country, the awards
program will disseminate information to others about best
practices, helping to advance micro-enterprise development for
the field as a whole. Awards will be presented this fall.

But capital alone is not enough. It takes investment in
education, in training, in skills. Towards these ends, the
President has expanded Head Start and has helped make our
nation’s schools better prepare our children for the 21st
century. He has expanded the Earned Income Tax Credit to help
families choose work over welfare and to make work pay.

These and other initiatives are enormously in the interest












AEO Sixth Annual Conference and
Membership Meeting
1996 Tentative Schedule
Providence. RI

10:00 a.m.-11:00 a.m.

11:30 a.m.-2:00 p.m.

12:00 p.m.-4:00 p.m.
12:00 p.m.-7:00 p.m.
2:30 p.Mm.-5:00 p.m.
6:00 p.m.-7:00 p.m
7:00 p.m.-8:00 p.m.

7:00 a.m.-11:00 a.m.
8:30 a.m.-9:45 a.m.

10:00 a.m.-12:15 p.m.

12:30 p.m.-2:15 p.m.
2:30 p.m.-5:00 p.m.
5:30 p.m.-6:30 p.m.
6:30 p.m.-10:00 p.m.

8:00 a.m.-8:45 a.m.
9:00 a.m.-11:30 a.m.
11:45a.m.-2:15 p.m.
2:30 p.m.-5:00 p.Mm.
9:30 p.m.-8:00 p.m.
6:00 p.m.-8:00 p.m.
8:00 p.m.-10:00 p.m.

8:30 a.m.-10:30 a.m.

10:45 a.m.-12:45 p.m.

1:30 p.m.-2:30 p.m.

1:30 p.m.-4:30 p.m.

Event

Final Meeting of 1995/96 Board of
Directors

Speaker Training Session and
Luncheon

Tour of Newport Micro Sites
Conference Registration
Concurrent Sessions
Opening Plenary
Welcoming Reception

Breakfast on your own

Conference Registration (cont'd)
Plenary Session with Keynote Speake
Concurrent Sessions

Lunch and Committee Meetings
Concurrent Sessions

Regional Meetings

Clam Bake hosted by EImwood
Neighborhood Housing Services

Breakfast on your own

Roundtable Discussions

Concurrent Sessions

Candidates Forum and Luncheon
Concurrent Sessions

AEO Board of Directors Voting Period
Microbusiness Fair and Reception
Program Video Viewing

Annual Business Meeting and
Breakfast
-Results of Election

‘Discussion of Key Issues and
Comments from the Floor
-Reports from Committees

Concurrent Sessions

First Meeting of 1996/97 Board of
Directors

Tour of Providence Micro Sites
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Dear AEO Members and Friends.

It Is with great enthuslasm that we invite you to attend AEO’s
Sixth Annual Conference and Membership Meeting. May 1-4
1996 In Providence, Rhode Island. The Planning and Hos!
Committees have been busy developing the most iIntensive cur-
riculum ever, working to confirm speakers and sponsors, and
arranging several fun-filled events!

The 1996 theme Is “Impact through Coliaboration” and how to
Increase the positive effects AEO members have on their com-
munities and the people they serve. To accommodate the ever-
Increasing growth and to Incorporate your feedback from last
year's conference as well as members’ concerns. the training
agenda has been expanded considerably. This year you'll see
additional and expanded offerings In the following tracks:
Organizational Development and Management, Entrepreneurial
Tralning, Lending. Program Design. Policy. and Evaluation. We
also placed emphasis on creating a wider mix of general. begin-
ner. Intermediate, and advanced sesslons so that quality training
Is assured at all experlence levels.

This conference also marks the debut of AEO’s Microenterprise
Training Institute, a three-session training especially for begin-
ners. It will start Wednesday, May 1. and conclude Friday morn-
Ing so that participants can also attend other sesslons on Friday
and Saturday.

Another Important innovation is the expansion of the traditional
Marketplace Into a new and improved Microbusiness Fair. AEO
members In the northeast region are working hard to bring their
program participants to the fair in order to showcase as many
goods and services as possible, We strongly encourage you to
participate by arranging for a table and displaying a sampling of
your participants’ wares!

We wlll also bring provocative and exciting well-known keynote
and plenary speakers. whose messages for all conference partic-
Ipants will foster exciting debate and discussion. And, we are
planning an especlally exciting Membership Meeting, where we
will discuss such topics as the vision for the future of microen-
terprise development, working with the intemational communi-
ty. and the work of AEO’s many volunteers through committees
such as Policy and Practitioner Support.

Since space Is limited. please register now to secure the speciai
sessions you need to augment your professional development.
Member registrations postmarked before March 14 are eligible
for the Early Member discount rate of $350 (with each additional
organizational member at $325). After March 14 the rate Increas-
es to $400 for all members. Non-Member registration Is $425.
Hotel, travel and tour information is also enclosed. so start mak-
Ing plans to attend today!

Our special thanks go to Conference Planning Chair Christopher
Just and Host Committee Chair Kenneth Proudfoot. Speclal
thanks also go to the following frlends of AEO and Elmwood
Neighborhood Housing Services who have provided support for
this conference: The Charles Stewart Mott Foundation, The Ford
Foundatlon, The Lev! Strauss Foundation, The Calvert Group,
Citizens Bank, Neighborhood Reinvestment Corporation and
Fleet Bank. Great thanks also go to members of the Conference
Planning Committee: Phil Black., Christine Wrona Glallongo,
Kathy Keeley. Joyce Klein. Michael Maroney. Mary Mathews,
Paula Planthaber, Kelly Rosenleaf, Mark Sorrells. Welthy Soni.
and Carol Willlams, without whom development of the curricu-
lum would not have been possible.

A major objective of AEO In the coming year Is to increase Its
membership ranks significantly. Please help by sharing coples of
this registration flyer with as many of your colleagues as possible.
If you'd like more coples of this flyer. please just call us at (312)
357-0177 and we'il send them to you promptly.

We look forward to seeing you In Providence!

Christine M. Benuzzi Connie E. Evans
Executive Director Chalir, Bosrd of Directors


















change will be implemented at the time of the Annual
Conference. This session will focus on policy and implementa-
tlon issues resulting from this change.

Banking Policies and Linkages with Microenterprise Development
This session focuses on the ways microenterprise development
organizations and banks can work together to achieve com-
mon obJectives. Findings from AEO's project with the Federal
Reserve will be discussed along with updates on the
Community Reinvestment Act and other federal policy issues.

Securing and Maintaining the Self-employment Option for
Unemployment Insurance Recipients

NAFTA opened the door for states to allow recipients of unem-
ployment insurance to receive self-employment allowances. A
few states have passed legislation implementing this option.
This session provides strategic advice to practitioners seeking
to promote this option in their states. It also focuses on how
practitioners and AEO can work to ensure that the legislation,
which sunsets in 1997, can become permanent.

PO.: 12 Level. General
International Coalition on Women and Credit: An Overview
This session provides an overview of international microenter-
prise lending, and will focus on the activitlies of the
International Coalition on Women and Credit. The Coalition’s
work on the Fourth World Conference for Women in Beljing.
current policy strategies. and efforts to strengthen microenter-
prise lending worldwide will also be featured.

The Microcredit Summit: An Overview

Participants in this session will learn more about the
Microcredit Summit, organized by the RESULTS Educational
Fund and scheduled for February 1997 in Washington, DC. The
Summit is working to ensure that 100 million of the world's
poorest familits, especially the women of those families, are
recetving microcredit loans for self-employment by the 2005.
Join ABO members who are leading the Summit's working
group on credit in Industrialized countries, In a session
designed to gather feedback on the latest draft declaration and
plan of action.

Financing the Fleld
The session features a discussion about creating a sustaining
financial funding base for the microenterprise development
fleld in the U.S.

Lending

Introduction to Peer Lending
Participants will learn the basic elements of the peer lending
methodology. They will examine implementation strategles.
including options for linkages with local communities. Other
topics Include materials development, marketing. and man-
agement information systems.

Advanced Methodologies in Peer Lending

This session gives experienced peer lending practitioners an
opportunity to leam the details of other programs’ designs.
Specific approaches that promote group autonomy and high
impact while minimizing costs will be emphasized. Topics
include screening and recruitment of members, the group for-
mation process. the loan review process. loan guarantee mech-
anisms. technical assistance strategies, and the role of the facil-
ltator.

Managing Your Microenterprise Loan Portfolio

This session provides practiioners with proven strategles for man-
aging delinquency rates, loan loss rates and techniques for recov-
ery of losses in a high-risk portiolio setting. The methods to be pre-
sented and discussed will focus on how to give customers the tools
they need to repay their loans. Participants are encouraged to bring

detailed pordolio informatdon and have working knowledge of the
backgrounds of thelr delinquent borrowers.

4
Private Sector Financing Partnerships

This session presents various methods of capitalizing loan funds
using private sector dollars, focusing on partnerships with
financial institutions. The positives and negatives of managing
adirect loan fund compared to the financial sector making and
servicing loans will be discussed. In addition. other
private/public Initiatives such as the SBA Women's Pre-Loan
Pilot Program and the Low Documentation Program will be
discussed.

Anatomy of A Loan Decision

The experienced presenters In this session outline the loan due
diligence philosophy and process. including the definition of
due diligence, goals, and technical tools. strategies, methods.
and techniques.

LE 6 Level: Gereral
Software For Microloan Programs

This session. presented from the users’ perspective, provides
Information about two portfolio management software pack-
ages designed specifically for microenterprise programs. The
presenters will discuss the needs identified for individual and
group loans, portfolio tracking and delinquency. impact moni-
toring. present the overall structure of the systems, and show
the different reports that the systems generate.

Peer and Individual Microlending: Reflections from
Organizations That Do Both

This workshop Includes presentations by experienced organi-
zations that offer both peer group and individual microloans
and related services. The panel and follow-up Q & A will com-
pare the two methodologles, addressing such questions as:
What are the target markets for each product? How do out-
reach and marketing requirements differ? Which methodology
Is most effective in targeting limited-resource entrepreneurs?

Financial Analysis Tools for Practitioners |

This two-part session introduces participants to the range of
financial analysis tools useful in working with both start-up and
existing microentrepreneurs. A major focus of the class will be
how to identify and structure working capital financing to sup-
port growth. Using a case study. participants will learn to assist
their clients to collect and organize their financial information
into high quality financial statements and how to use ratios and
quality indicators to evaluate the financial statements and
weaknesses of an enterprise. (Participants are required to
attend both sessions).

Financlal Analysis Tools for Practitioners I
See LE: 8 for session description (Participants are required to
attend both sessions).

Credit Analysis - A Tool for Making Credit Decisions

This session looks at basic skills needed to analyze a loan
request and assess a company or entrepreneur's ability to repay
the loan based on credit. capacity and character. Cash flow.
profit and loss statements, balance sheets, income tax returns,
personal financial forms and business loan applications will be
reviewed along with techniques to verify company-prepared
Information using information obtained from the credit report-
ing file and the federal income tax return.
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their clients. We are concerned that issues critical to U.S. microenterprise development will continue to
be overlooked, especially the need to provide training and technical assistance as well as program
sustainability. Achieving sustainability simply from the net derived from loan fund income in particular will
not be possible for U.S. programs and the declaration's language clearly sets out unrealistic expectations.

Microenterprise development embraces poverty alleviation, human development, and economic
development strategies. AEO recognizes that benefits can be derived from the global marketing of self-
employment as a powerful and extraordinarily humane poverty alleviation strategy. Although we know
that, from an advocacy perspective, it is useful to work in sound-bites, we are concerned that this will set
expectations for U.S. programs that cannot possibly be met. Inthe U.S. it remains equally important, if
not more so, to also market microenterprise development as a critical tool in our economic development
arsenal.  Job creation, housing, human development, and other community development factors are
interrelated and their importance to successful microenterprise development cannot be ignored.

Further, in the U.S. we are seeing great success with economically disadvantaged entrepreneurs, and this
of course is the population that AEO's membership is committed to serving. Some members' programs
serve the most destitute and disadvantaged of our citizens. Others serve the working poor and still others
serve the wide range of persons who do not have access to credit. We cannot afford to ignore any of these
segments of the population--and, as we work to institutionalize and entrench microenterprise into our
economy, our programs must work with the populations-in-need in which success has the greatest possible
multiplier effect. We remain committed that economically disadvantaged populations continue to receive
the current programming now in place, and that programs be expanded to effectively reach larger numbers
of people. We also believe that programming should continue to be expanded to the working poor who
are not always the "poorest of the poor" in the global context.

Microenterprise development is strongly affected by the complexity of the U.S. economy. There are
important distinctions that distinguish the U.S. market from that of a developing nation that must be
recognized: the demographics of clients served, a variety of program models, regulatory, tax, and welfare
issues, and the like. The facts that the smallest enterprises in the U.S. must compete against very large
enterprises and corporations, and that the microenterprise sector is relatively small, have important
implications for the shape and cost structure of U.S. programs. Microenterprise programs in this country
offer technical assistance because their clients must be prepared to compete against Wal-Mart (or others)
and comply with tax laws and regulations. This requires that business owners conduct market analyses and
undertake adequate recordkeeping. The fact that only about 8 per cent of U.S. workers are self-employed--
compared to the 50 to 70 per cent figures in the developing world--means that programs must work harder
to generate demand for their services. Finally, because the U.S. has a well-developed set of financial
institutions, the goal of most microenterprise programs is to "graduate" their clients to the formal banking
sector. This means that programs routinely lose their best and most successful clients. These factors
combined mean that it will be very difficult for programs in the U.S. to reach the levels of scale and self-

sufficiency attained in the developing world, and have implications for the types of financing our programs
require.

Microenterprise development includes other models besides peer lending. We heard many concerns
about the apparent positioning of the Grameen Bank as the premiere microenterprise model for the world.
Although the Grameen Bank and other models from the developing world have helped shape and inspire



































































































