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should also partner rvith major human services organizations and encour-
age microfinance clients to use these diverse services, rather than trying to
provide for everything in house.

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

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

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

Fifth, the participants recommended that ruicrof,na,nce leaders should
pnrticipnte in the fed.eral welfnre reforrn discussions in 2002 and explore ways
to incorporate opportunities for social service agencies to connect with the
microfinance industry. Under the current federal r,velfare lar,v (Temporary
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economic security for lorv-income families and communities , closer linknges
rnust be foryed between savings strotegies such ns indipidual developnnent a.c-

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

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

comprehensive microenterprise program durirg 2002.

Research Directions

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

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

The second area is market research. Most participants agreed that there
is a substantial need to obtain better understandirg of the size, structure,
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