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ABSTRACT

A Study on the Application of Microcredit in
Jeju—-Province
- A comparative Jeju Special Self-Governing

Province Jahwal & Life-Safety Fund -

Kim Kyong Hwan

Dept. of Public Administration
The Graduate School of
Public Administration

Jeju National University

Poverty and unemployment are suggested the most troublesome and
difficult problems all over the world. Accordingly, the poor who have
low academic backgrounds, low technique, and low capital become more
and more difficult to be employed. In this situation, they usually try to
accomplish economic independence through micro self-employment
enterprise. To support them, each country puts in effect a microcredit
progrom as a policy which helps the independence of the poor.

In the early 1990, Micro-credit was introduced to aid the poor by
not only lending money but laso empowering htem by providing
training and other supports. The microcredit was initiated by civil
movement so called, the third sector, which did not belong to the public

sector either profit organization. This was because the third sector is



normally more efficient and flexible than government and public sector.

The objective of this study is on the application of microcredit in
Jeju—-Province, by comparing Jeju Special Self-Governing Province
Jahwal & Life-Safety Fund(jeju-fund).

This study seeks to grope for an administrative plan that a
microcredit program in our country helps the low-income brackets raise
their income and secure settled works through independent enterprises,
by comparing our country with foreign Grameen Bank and Social
Solidarity Bank which are praised as the most successful microcredit
programs. And this study will treat what system of administrative
system supports the independence of the jeju—fund. The analysis is
based on the aspect of supply, demand and management.

As a result of this study, it was found that the best practices of
Jeju—microcredit have the following common tactors;

Fistry, they provide the poor with comprehensive supports including
not only the capital funds but other supports and training on
management, technical skill, promotion and marketing while they are
running the business from the planning phase to enhance the possibility
of success.

Secondly, Microcredit, which is a financial institution as well as
organization for social work, keep their own resources or get supports
from professional individuals, corporate, public and private organizations
to perform its wide range of services.

Thirdly, best practices such as Grameen Bank and Social Solidarity
Bank maintain sound self-sustainable financial structure by Kkeeping
high self-fund ratio out of total financial resources using entrepreneurial

approach. Their activities require high operating cost to service various



supports. In order to keep growing without any financial difficulties,
they maintain self-sustainable financial structure by raising donation
and generating profits that can cover operating costs and loan loss.

Fourthly, most successful Jeju—microcredit is managed by not-profit
organization being supported by public sector. Not-profit organization
does not pursuit profits like corporations and is independent from the
power and has flexibility and creativity which public sectors are lack
of. Private sector manages the Bank by maximizing its strength in
close relationship with the poor and abundant information on them, and
government and public sector entrust private sector with funds or
assist in legal other aspects which private sector does not have.

Based on the result of this analysis, the followings are important
factors for Jeju—microcredit;

Firthly, thorough pre and post-supports will enable the Bank to
minimize loan loss for the loans provided to the poor without any
collateral.

Jeju—microcredit verifies the capability and willingness of targeted
poor and examine the business plan through interview, training and site
visit, and enhance the possibility of the successful implementation of
business by assisting them in management, technical skill and
marketing using internal and external resources for pre-supports, and
improve the willingness and capability of the target poor. The mutual
co—guarantee under group lending method can lighten the burden of
collateral and guarantee.

Secondly, the objective of pre-supports is to elevate the success
possibility by building up various infra structures, which the poor not

have. One of the important tools is the training, which includes directly



business related training as well as forming social and psychological
support. Jeju—microcredit should continuously develop training program
and have the appropriate training infra structure within the organization
or through coalition with outside professional groups. Strict appraisal on
individual’s qualification and business plan, training, consulting the
establishment of business, community group activities are tools for
pre-supports, which is regarded very important to lead the micro
business to success.

Thirdly, the post-support is to provide the borrowers with various
services while the micro business is proceeding on. To achieve goal in
post-supports, the Jeju—microcredit uses three main tools such as
relation manager, active community group meeting, and building up
support networks.

Relationship  manager, the most important part of the
Jeju—microcredit, is responsible for observation and advice in business
process, enhancing the poor’s consciousness on self-support, managing
community meeting, delivering training, close communication with the
borrowers, installment payment of loan, group saving, and finding
potential borrowers, etc. They maintain close contacts with the
borrowers and keep updating the development of business and group
activities all the time. Since their role is critical to the operations of the
Jeju—microcredit, it is very important to secure qualified relation
managers with proper knowledge and experience.

The community activities can contribute in not only enhancing the
social and psychological support for the poor, but also minimizing
potential loan loss for the Jeju—microcredit.

The activities of support networks begin when applicants prepare



business plan, but more active networks is required in the course of
implementation of business. The networking is arranged with outside
professional individuals, corporate, private and public organizations to
provide borrowers with comprehensive supports including management
and skill training, checking the business progress, consulting and
providing information, marketing the products and services.
Government’s support is critical in order for the Jeju—microcredit to
successfully run in Jeju Province. With the license to accept deposits
from individuals, corporate, organizations that are willing to place
money at free or low interest rate, the Jeju—microcredit can secure
more Jeju—fund. Tax benefits should be given for the donation and
deposits to induce more funds to the Jeju—microcredit. And government
may improve the efficiency of government’s efforts to aid the poor by
entrusting the Jeju-microcredit to operate government schemes such

Self-support Reserve Funds, Jeju—fund, etc.
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