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DRAFT PROPOSAL

Workshop on 

“Micro-Credit Financing and Poverty Alleviation in OIC Member States”

9-11 June 2007, Istanbul, Turkey

Background:

The 22nd Session of the COMCEC held in Istanbul in November 2006 designated the SESRTCIC to take full responsibility as the coordinator institution for the exchange of views sessions of the COMCEC. The Session also designated “Micro-Credit Financing and Poverty Alleviation in Member States” as the theme for the Exchange of Views at the 23rd Session of the COMCEC, due to take place in November 2007 in Istanbul, and requested the SESRTCIC, in collaboration with the IDB, the OIC General Secretariat, relevant OIC institutions and other related international organisations, to organise a workshop on this topic prior to the 23rd Session of the COMCEC and to submit its report to the next COMCEC Session. 

Definition and Scope of Micro-Credit Financing:

Traditional banking sector cannot reach millions of poor for whom small loans could make huge differences. There are several reasons for this. Most of the poor are rural, and they are very dispersed. They have low education levels, if at all. As a result, administrative cost of supplying loans to the poor population is extremely high. Another issue that makes it difficult to serve these customers through traditional banking is that the poor does not have any assets to use as a collateral. As a result, the poor had access to loans only through local money-lenders at exorbitantly high interest rates. 

Micro-credit financing starts with the assumption that the poor is willing to pay high interest rates to have access to finance. In general, the system uses the social trust as the collateral. Although there are different micro-credit financing models, the borrowers in the pioneering models are usually members of small groups. Loans are given to individuals, but an entire group is responsible for the repayment. Hence, the borrower who does not fulfil his commitment to repay back will lose his/her social capital. Micro-credit institutions report that their repayment rates are above the commercial repayment rates, sometimes as high as 97%. Today, there are millions of poor people around the world who turn to be entrepreneurs through the micro-credit sector. 

The UN Millennium Project identifies micro-credit as “one of the development strategies … that should be implemented and supported to attain the bold ambition of reducing world poverty by half.” A powerful endorsement of the importance of the micro-finance has come from the United Nations with the designation of 2005 as the International Year of Micro-credit. One of the most prestigious awards in the world, Nobel Peace Prize was given to Muhammad Yunus for his pioneering role in the development of the micro-credit sector. 

Although micro-credit financing is considered as one of the most powerful tools for combating poverty, the sector still faces several serious problems. Despite high repayment rates, the cost of operating micro-credit financial institutions is much higher than their traditional commercial counterparts. These institutions are usually charge excessively high interest rates to cover the high administrative costs of the micro-loans they offer to the poor people. This reality creates a tension between sustainability of the micro-credit sector and the outreach. It also makes it a challenge to regulate micro-finance institutions.  

Objectives and Goals of the Workshop:

The workshop aims at highlighting some successful stories and practices of micro-credit financing systems and institutions in and outside the member countries and drawing useful lessons from their experience. It also aims at discussing the possibility of improving networking and training in the micro-credit financing sector in the OIC member countries. 

The workshop is designed as experts group meeting to evaluate some possible concrete solutions to the problems and challenges facing the micro-credit financing sector in the member countries. The ultimate goal of the Workshop is to generate project ideas that could be applicable in the member countries. In accordance with this objective, the proposed programme of the workshop allows extensive group discussions to evaluate possible ways and means for the implementation of some concrete micro-finance project ideas for the member countries.

The workshop is planned to start with a discussion of the problems and challenges facing the micro-credit financing industry in the member countries, with a special focus on establishing sustainable micro-credit finance institutions. This discussion will conclude with some of the best practices in the field. The workshop will also include two parallel sessions to elaborate on how to encourage pro-poor innovation in the industry and the role of micro-credit in financing SMEs. Serious discussion will also tackle the issue of training in micro-finance as well as networking of micro-finance institutions in the member countries. Based on the discussions on all these topics, the final session of the workshop will be devoted to derive some possible project ideas to be implemented in the member countries. 

The outcome of the workshop will be documented in a final report and presented to the ministerial exchange of views session at the 23rd Session of the COMCEC, to be held in Istanbul on 15 November 2007. In this connection, it is worth mentioning that Centre, in collaboration with COMCEC Coordination Office, is trying to make the necessary arrangement to invite the Nobel laureate Muhammad Yunus to address the said session.

Preparations by SESRTCIC:

As the first step for the preparations for the said workshop, the Centre designed a questionnaire in order to identify the problems and challenges facing the micro-credit finance applications in the OIC member countries and circulated it to all the 57 member countries. Up to date, the Centre has received responses from 10 member countries (Azerbaijan, Iran, Jordan, Kyrgyz Republic, Mali, Qatar, Senegal, Syria, Togo, and Turkey).

The Centre also carried out its own research on the theme of micro-credit financing for alleviating poverty in order to be familiar with the theoretical issues and actual applications of micro-credit finance systems in the developing countries including the OIC members. Such a research was useful for specifying the topics to be discussed during the workshop and identifying the suitable potential participants in the workshop. 

Member Countries to be invited:

Representatives from micro-credit financial institutions in the following OIC member countries have been so far invited to participate in the workshop. The selection has been made in an attempt to balance between countries who have successful experiences and others who still face difficulties in promoting micro-credit financing services for the poor.

· Bangladesh

· Pakistan

· Nigeria

· Indonesia

· Egypt

· Morocco

· Syria

· Qatar

· Bahrain

· Saudi Arabia

· Iran

· Turkey

· Uganda

· Senegal

· Benin

OIC Institutions:

· OIC General Secretariat

· COMCEC Coordination Office

· IDB

· ICDT

· ICCI

Regional and International Institutions:

· United Nations Capital Development Fund (UNCDF)

· Asian Development Bank (ADB)

· Grameen Phone

· Kiva Foundation

· EU-ACP Micro-Finance Programme

· Micro-Finance Management Institute

Venue for the Workshop: Kalyon Hotel, Istanbul, Republic of Turkey

Dates for the Workshop: 9-11 July 2007

DRAFT programme

	Day One

	08:30
	- Registration
	

	09:00 
	- Welcoming Remarks
	

	09:30
	Challenges Facing the Micro-finance Sector in Developing Countries
	- Islamic Development Bank 

- UNCDF

- Asian Development Bank

	11:00 
	- Coffee Break
	

	11:30 
	Developing a Sustainable Micro-finance System in OIC Countries
	· Qatar Chamber of Commerce (Qatar)

· Bahrain Chamber of Commerce (Bahrain)

· Jeddah Chamber of Commerce (Saudi Arabia)

	13:00 
	- Lunch & Prayer break
	

	14:30
	Success Stories
	- BRAC (Bangladesh)

- Kashf Foundation (Pakistan)

- BRI (Indonesia)

- LAPO (Nigeria)

	16:30
	- Coffee Break
	

	17:00 
	General Discussion on Project Ideas
	Plenary

	18 :00
	- End of First day
	

	Day Two

	9:00 
	Innovative Practices
- Build Operate Transfer

- A Chance to Work Program

- Technology Programs 

- Sanduq System
	· Grameen Trust (Bangladesh)

· Grameen Phone (USA)

· Rural Community Development Project (Syria)

	11:00
	- Coffee Break
	

	11:30
	Promotion and Awareness of Micro-credit Financing
	· Kiva Foundation (USA)

· Zakoura Foundation (Morocco)

· Karzu’l-Hasan Funds (Iran)

	13:00 
	- Lunch & Prayer break
	

	14 :30 

	PARALLEL SESSIONS

Session A

Micro-credit in Financing SMEs
	· KOSGEB (Turkey)

· ICDT

· ICCI

	
	Session B

Encouraging Pro-Poor Innovation
	·  AGFUND (Saudi Arabia)

·  CGAP (USA/Jordan)

·  EU-ACP 

	16:00
	- Coffee Break
	

	16:30
	General Discussion on Project Ideas
	Plenary

	17 :30 
	- End of Second day
	

	Day Three

	9:00
	Training
	· PKSF (Bangladesh)

· Micro-finance Management Institute (USA)

· MicroSave (Kenya/Uganda)

	10 :30
	- Coffee Break
	

	11 :00
	Networking
	· PlaNet Finance (France)

· FINCA (Uganda)

· Sanabel (Egypt)

	12:30 
	- Lunch & Prayer break
	

	14 :00
	- Parallel Group Discussion on Project Ideas
	Plenary

	15 :30
	- Coffee Break
	

	16:00
	- Drafting
	Plenary

	17 :00
	Overall Conclusions and Recommendations
	Plenary

	17 :30
	- End of Third day
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