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for those with few resources to start a business

Carol Tice Staff Writer

In 1224, Dawnd Satterthwaite graduated from Haverford College and took a little bus tnp - from Boston to
Micaragua.

Accompanied by a Spanish-speaking friend, a few personal belongings and £6,000 in savings, Satterthwaite
spent several years living i wllage homes, while sleeping four to a roommn with other farnily mermbers. This
adventure was the begitung of the company he now heads, Prisma MicroFinance, a Seattle-based, for-profit

Em_all Business microlender that malces loans m Micaragua.
Insights

Prizrma MicraFinance's
small loans offer chance
for those with few resources
to start & business

Small Businass Bulleting:

The company - which has eight loan officers baszed i an office in Managua, Micaragua - has grown from an
initial investment of £1,000, put up by Satterthwaite and his co-founder, to nearly $200.000 in assets and
dozens of mvestors.



Prisma raized F&00,000 1n itz first round of fiunding last vear.

The company's default rate i3 less than 1 percent, and it has about §1 million in loans cutstanding, Satterthwaite
plans a second, $1.5 million investor round this summer, to fund the opening of addiional Prisma offices in
other Central Ammerican countries.

satterthwatte was drawn to Micaragua because he had studied that country's fermnist mowvement m school He
had also studied the relationship of private-property ownership to democracy, and had become conwvinced that
a crucial factor i successfully expotting democracy was for the masses to own property.

Thiz, i turn, drew hitn to the 1dea of microlending. This banking approach of lending very small amounts - a

few hundred dollars, in some instances - 15 a popular method of giving people with few resources a leg up to
start or build therr own businesses.

After mterviewing mote than 20 people who had experience i microlending i Micaragua, Satterthwraite
cotrvnced J0-year-old Eoger Aburto to be hus partner. At the time, Satterthwatte was just 25,

They made three small initial loans, the first to help start a barrio-based community bank in Micaragua ron by
11 local women, "While lving i MNicaragua, Satterthweatte got a job at a nonprofit, Bridges to Communty, and
Aburto kept his job at a local nonprofit microlender.

Their breakthrough came when their first outside investor, Bridges board member George Eraus, put £4,000
into the company on a handshake.

"That was a definthg moment for us," Satterthwaite said. "He sent that money m good faith because we had an
oppottunty to give out some loans, and he said, "We'll do the paperworlk later' "

In Micaragua, Satterthwaite grew disenchanted with the nonprofit structure of most microlenders, who amassed
thet finds by asking for donations.

"The 1dea of me explatung to vou how to run your bustness when I don't hawe a bottormn line 15 ridiculous,” he
said.

He alzo thought that nonprofits, with thewr usually tiny budgets, were dl-equipped to tackle the vast social
problems microlending seeks to address.

"Why be for-profit? he said. "To make it wable. International microfinance has the capacity to bring private



"Why be for-profit? he satd "To make it wable. International microfinance has the capacity to bring private
ivestment capital to bear on the problem of world poverty.”

Operating as a for-profit busimess also gives Satterthweatte freedom to make sheghtly lareer loans to people
whose poverty 18 a bit less dire. MNonprofit microlenders focus only on the poorest of the poor, he said. But
Prisma can loan §4 000 for a cabdnver to own his own cab - a change-in-life circumstance that Satterthwaite
said can easily vault a farnily of stz mto the muddle class i Micaragua,

Inwestors i Prisma now include prominent venture capatahist Eichard Bums of Charles Eiver Ventures m
Boston, and his son, Ethan Burns.

"Tt's somethung both my father and I believe in wery strongly, that social mission and financial return can go hand
i1 hand," the younger Burns said. "We're talking about ice creatmn vendors who are able to hare other wendors,
o bulld thett own shop. The social mission in this case 15 extracrdinanly worthwhile - and we're actually going
to zet our money back.”

=0 far, Prisma has been able to pay mterest on investors' funds that has ranged as lugh as 15 percent,
depending on the size of an imvestor's contribution. It's a return that 15 looking more attractive to investors now
that the stock marleet's outlook 12 more uncertam, he sad.

satterthwaite wnsits the Managua office four times a vear. He spends the rest of hus tine i a small office m the
Denny Eegrade, where he 13 hosted by a local nonprofit. His days are spent consulting by phone and e-mail
with his staff, and trnng to seek new mwvestors in the Tted States.

The key to managing his far-flung business, Satterthweatte said, 13 his trust m s partner, Aburto, Most of the
staff hawe been with the company for four vears or more. All are expenenced i microlending.

"Eoger has eight vears of expenience.” he said. "T let lum make operations decisions ”

Criginally structured as a co-op, similar to Eecreational Equipment Inc., the company saw its growth hit a wall
i1 1998, The only members then were the cash-strapped Micaraguans who had taken out loans from Prisma -
atid who could only pay them back a little at a tume. Soon, there were far more loans outstanding than fiunds in
the bank.

The company's debt-to-equity ratio had ballooned to 13-1. Satterthwaite said the strugele to convince the

Micaragnans that it would be better to become a public compaty with Amencan investors as the toughest
selling job he's done at Prisma.



But when the company restructured i 1998, new mwvestors brought more capital that allowed the business to
grow again. Last year, the company made more than 200 loans and ended the year with $855,000 n assets.

In two years, Satterthwatte hopes to open the company's first branch office.

"Tt's so unbelevable what a big difference these small amounts of money can make," he said. "We have massive
social problems, and so far the groups we've butlt to address them are teeny”

Reach Carol Tice ai 200-447-8505 exi. 103 or ctice(@bizjournals.com.
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