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With food prices rising and the global economy slowing, the poor living in developing areas need now more than ever access to economic resources.  As part of the United Nation's Millennium Development Goals, member nations have pledged to eradicate extreme poverty by 2015.  This goal focuses on halving, between 1990 and 2015, the proportion of people whose income is less than a dollar a day, achieving full employment especially for women and youth, and significantly reducing the immense number of people in the world suffering from hunger.  In order to achieve these ambitious goals while facing the global economic downturn and rising food prices, considering innovative strategies to provide the poor with sustainable economic assistance is essential.  One creative strategy that has already economically empowered millions of people in various regions throughout the world is microfinance. 

Microfinance seeks to provide financial services, such as credit, savings, insurance, and other banking services to people who do not have access to traditional forms of banking.  Within microfinance, microcredit programs provide loans, typically less than $500, to small business owners who cannot receive loans from other banks or institutions.  The idea behind providing this capital is that the business owner will be able to improve their project or enterprise, and eventually pay back the loan.  Comprehensive microfinance programs, which also provide job training and workshops to teach lenders about savings and finances, have proven to be the most effective programs.

In the past decade, microfinancing has rapidly gained recognition as an innovative approach to economic development.  In 2004, according a report by the Microcredit Summit Campaign, more than 3,000 microcredit institutions were reaching over 92 million clients.  Furthermore, thanks primarily to the work of Muhammad Yunus' Grameen Bank, in underdeveloped countries large percentages of people in these countries now have access to financial services offered through microfinancing institutions.  In fact, in Bangladesh, the country where the Grameen Bank was founded, over 96% of the country’s population now has access to banking services.  Another benefit of microfinance is that programs will often focus on providing resources and training to women, therefore improving their status and allowing them to take on leadership roles in their families and communities. 

In fact, many programs focus specifically on providing this unconventional source of credit to women in particular.  Since women are often the most marginalized members of their societies, providing them with economic opportunities such as microcredit programs allows them to perhaps start up a small business or improve an existing entrepreneurial effort.  These bottom-up approaches driven by providing economic opportunities to women are beginning to change the way international development is carried-out.  
While microfinance has proven to be a successful development strategy in certain regions and for some groups of people, there are also criticisms of the strategy.  A main criticism of microcredit in particular is that most programs do not reach the poorest of the poor.  Microcredit programs do not benefit many of the poorest citizens in certain countries or regions primarily because they often would not be able to pay back the loans.  Paying back the loans can be difficult because microcredit programs often have a higher interest rate in order to maintain the sustainability of the program.  Also, potential recipients of loans who would like to start a small business but lack skills in a trade are left without the proper training to be able to successfully use a loan.  Furthermore, if recipients do not understand certain financial processes like savings, interest rates, and budgeting, receiving a loan could result in further financial trouble in the future.  Finally, in regions where unstable political, economic, or social constitutions exist, microcredit may not be able to function at any level.  For instance, in regions where violent conflict exists or natural disasters have recently interrupted social conditions or a country’s economy, microfinancing would certainly not be a successful endeavor.  
Another concern with microfinancing is that a focus on this approach shifts resources and funding away from other development programs that may benefit more people.  According to a website found at microfinanceinfo.com, a shift towards supporting microfinance programs as a development initiative has marked the “privatization of public safety net programs.”  This argument can be justified by recognizing that microfinancing only reaches a select group of people within a society, while other social welfare initiatives such as improving educational systems, providing improved public healthcare, or carrying out other development programs that affect a greater number of people may provide greater benefit to the entire society.  

While many criticize potential weaknesses of microfinancing, it is currently still a growing trend in the field of international development, and has proven to be effective in a number of regions.  For this reason, in 2005 the United Nations declared an International Year of Microcredit.  This focus on microcredit attempted to promote awareness of microfinance as an economic development strategy which could contribute to the efforts of the Millennium Development Goals.  Continuing in this effort, the ECOSOC Council will further investigate the opportunities that microfinancing offers as a means in which to economically empower the poor while also considering the weaknesses of the strategy as an effective development tool.  
Helpful Sources:
United Nations Year of Microcredit:
http://www.yearofmicrocredit.org/
United Nations Capital Development Fund:
http://www.uncdf.org/english/microfinance/index.php
Grameen Bank Official Website:

http://www.grameen-info.org/
Kiva Official Website:

http://www.kiva.org/app.php
International Security Network:

http://www.isn.ethz.ch/ 
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