The Global Microcredit Summit, part III: 
Inviting leading Canadian NGOs to invest their assets in microcredit
In October, Bangladeshi microcredit pioneer Muhammad Yunus and his Grameen Bank were the surprise winners of the 2006 Nobel Peace Prize, one of the world’s most prestigious awards. Professor Yunus will be in Halifax for the Global Microcredit Summit, November 12 -15. This has generated increased attention to what was already a high profile event, with over 2,000 delegates from more than 100 countries expected. Clearly, this is a golden opportunity to generate support for microcredit with letters-to-the-editor and other media. The Summit also represents a good opportunity to request increased support for microcredit from many sectors of society.

In September, RESULTS focused on requesting increased funding for microcredit from the government of Canada, a process which will continue through meetings with government officials at the Summit itself. In October, we focused on promoting private investment in microcredit by asking Canadian financial institutions to create investment accounts to channel the savings of individual Canadians to microcredit providers around the world.

This month, in addition to writing letters to the editor about the Summit itself, we will focus on a third aspect of Canada’s support for microcredit. We will ask a select group of Canada’s leading international development NGO’s to invest a small portion of their accumulated assets in microcredit.

NGO support for microcredit
Large Canadian non-governmental organizations (NGOs) such as CARE Canada, World Vision, and the Aga Khan Foundation, to name just three, are leaders in international development. Their humanitarian programs and support for health, education, and microcredit have resulted in better lives for many thousands of poor people around the world. 

However, NGO success in programming has not necessarily been matched by innovative investment of their financial assets to support their programming goals. And NGO financial assets are substantial, and growing. For example, according to their most recent publicly available annual reports CARE Canada reported “cash and short term investments” of over $30 million, World Vision had over $38 million, and Aga Khan Foundation of Canada had over $79 million, in addition to significant longer term assets.

As we saw in our October Action, there are investment vehicles in Canada which allow savings to be flowed through to support global microcredit programs, such as Oikocredit and VanCity Credit Union’s “Shared World” term deposit, among others. These investment products are safe and guaranteed, and offer close to a market rate of return. Most importantly, they provide vital funds to microcredit NGOs operating in the field, allowing them to build on successful track records and scale up and offer loans and other services to more poor people.

The bottom line is that investment by Canada’s leading NGOs of a small portion (5 - 10% to start) of their accumulated cash would increase their ability to help the poor people they serve, at very little cost. In fact, compared to direct grant support of microcredit program, investing in microcredit programs is less expensive by far, and thus a good deal for NGO donors. There are some examples of this starting to happen, but not nearly enough. The main reason this type of investment is not routinely done by NGOs is that their financial management has not kept pace with the investment opportunities now available. (And yes, RESULTS practices what we preach— in fact about 70% of our current cash reserve is invested in VanCity’s Shared World deposit, creating jobs in poor communities around the world.)

A borrower’s story
The story of Nayima Umaru, a villager in Uganda, is typical of the millions of poor people helped by microcredit. Nayima had seven children and no savings when her husband died. The family moved to a single room for shelter. Nayima was so destitute she could barely feed her family each day. Eventually, all the children were forced to drop out of school. Family members only called on her when they had chores such as cooking to be done. She obliged them because she knew her children would have a full meal from the leftovers.

Nayima began selling bananas and fried cassava by the roadside to try to make a meager income, but she never got ahead. A friend was a member of a FINCA (Foundation for International Community Assistance) village banking group, and introduced her to the group so she could expand her business. At first the group members shunned her because she was considered half-caste; her father was not Ugandan. But her friend became an advocate on her behalf, and the group eventually consented with the condition that the friend would repay Nayima’s loan if she defaulted.

She didn’t default. Her first loan was 100,000 Ugandan shillings (CDN $65). She saved a portion of the first loan, and after more loans and eight years, now runs a small restaurant and catering business that employs eight people. 

Nayima is just one example of the millions of poor people around the world who have benefited from access to microcredit loans. And FINCA itself is partly dependent for its continued expansion on funds from VanCity Credit Union’s “Shared World” term deposit, which is made up of the investments and RRSP’s of average Canadians.

The State of the Campaign report 
On November 1, the Microcredit Summit Campaign released its State of the Campaign Report showing that microcredit reached over 113 million people by the end of 2005, 82 million of those among the world’s poorest earning under US$1 per day. When the Microcredit Campaign was launched in 1997, only 7.6 million very poor families were reached worldwide with microloans. The goal was to reach 100 million of the poorest families by the end of 2005, a goal expected to be reached by the end of 2006. The remarkable growth of microcredit worldwide, averaging 34 per cent per year since 1997, puts it in a class of its own among successful development initiatives.

Unfortunately, as outlined in our September Action, Canada’s support for microcredit has not followed pace. The Canadian International Development CIDA spends under 1% of its overall budget to microcredit. Over the past five years, CIDA’s overall budget has increased by 60 % while its funding for microcredit has actually declined. From November 12 -15, Canada will be at the centre of the global fight to end poverty when Halifax hosts the Summit. Let’s use this opportunity to show leadership by increasing our federal support. As a first step this would mean at least doubling our annual support and ensuring that this support targets the poorest.

The Halifax Summit will launch new goals for microcredit expansion – to reach 175 million of the world’s poorest families by 2015, and to ensure that 100 million of these have crossed the US$1 a day threshold. Canada should make its own new goal to significantly boost federal support for microcredit – to make up for lost ground and to build for the future.



Action
1) Write a letter-to-the-editor. Canada’s hosting of the Global Microcredit Summit, Nov. 12 to 15, offers the best opportunity of the year to publish letters-to-the-editor. With Nobel Prize Laureate Muhammad Yunus in attendance, this will be covered by most major news outlets. “Banking on the poor” is one of many themes. Letters can be hooked to stories on banking, business, poverty, women, investment, the economy, politics, Prime Minister Harper, etc. Use your imagination, and don’t forget to submit letters-to-the-editor widely, using the media email list from the RESULTS website, link below. NB. Letters to francophone newspapers, especially to Le Soleil, are most likely to get the attention of CIDA Minister Verner.

2. Write to CARE Canada, World Vision, and the Aga Khan Foundation, and thank them for their work with the world’s poor and their microcredit programs in particular. Ask if they have a policy to ensure their millions of dollars in financial assets are invested to support their mission. Ask that they consider investing a portion of of their accumulated cash in microcredit through investment vehicles such as Oikocredit, VanCity Credit Union’s “Shared World” term deposit, and a new microcredit investment product will soon be offered by Citzens Bank of Canada. Addresses below.

3. Letters to NGOs from their donors are particularly effective. If you are a donor to an international development NGO, write to thank them for their work, and ask that they consider investing in microcredit. Check their financial statements on their website, or on the Canada Revenue Agency Charities website, link below, to see their level of accumulated cash available.

Care Canada
John Watson, CEO
9 Gurdwara Road, Suite 200
Ottawa K2E 7X6

World Vision
Dave Toycen, CEO
1 World Drive
Mississauga, ON L5T 2Y4

Aga Khan Foundation of Canada
Khalil Shariff, CEO
360 Albert Street, Suite 1220
Ottawa K1R 7X7
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