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An initiative led by University of Notre Dame undergraduates offers a way out of predatory lending traps

for borrowers in South Bend.

The Jubilee Initiative for Financial Inclusion (JIFFI) started making installment loans in March, and its

first three clients successfully paid off their loans. The group, which includes more than a dozen Notre

Dame students, hopes to expand to some two dozen clients in the fall.

"There's still so much to do," says Peter Woo, who estimates that up to 20 high-interest lending

institutions operate in the city and have some 10,000 borrowers. "We've only lent money to three. We're

at a spot where we're trying to figure out how big we want to be, how this program positions itself not

only to clients but also to students as a way to connect to the community, meet people, try to make a

difference."

Woo was working with Maitri Pune, a nongovernmental organization in India the summer after freshman

year when, because he was a finance major at Notre Dame, Maitri asked him to do research on tribal

lending. He discovered that thousands of tribal farmers had committed

suicide because they were desperately in debt.

"That got me interested in the concept of finances and the way they play a role in someone's life," he

says, adding that he read "Broke, USA" by Gary Rivlin and decided to investigate the ways that people

become trapped in poverty.

"I wanted to make my studies more meaningful," Woo says. "I wanted to find a way for students to make

a difference in South Bend where our campus is based. We originally started by trying to learn about the

issue of payday loans and other similar products."

The group joined Lend for America (LFA), a league of more than a dozen student-initiated microfinance

institutions, and Woo spent the summer after sophomore year serving the underemployed in the

University of North Carolina area with the Community Empowerment Fund, one of the founding

member-organizations of LFA, which focuses on career development, personal financial planning,

sustained transition out of homelessness, and credit building.

"I wanted to bring something like that back to Notre Dame and see how we can focus on personal finance

literacy as well as awareness of predatory finance," he says.

Indiana law permits payday lenders to charge annual percentage rates (APR) of up to 391 on loans

between $100 and $550. But Woo says the bigger problem is the short term of those loans -- people in

desperate straits must pay back principal and interest in two to four weeks or face mounting fees.

"That's hard for a person living paycheck to paycheck," he says. "Our main thesis is it's not so much the
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interest rate that's bothering people but the payment structure that is very unforgiving. Oftentimes people

fall into a trap.

"What we decided to do was figure out how to make the payments more forgiving and more relevant to

our clients' situations -- help them be more aware about personal finance perspectives."

The three initial clients had low credit scores, but they had no legal judgments that would interfere with

repayment and they had generally kept up with credit card and utility bills. Using the loan underwriting

as a backdrop, JIFFI helps clients develop monthly budgets in-person and shares personal finance, credit-

building and other money-related knowledge and skills.

"It's more relationship-based, and we want to keep the communication lines open," Woo says, adding that

payments are scheduled based on the client's paycheck schedule and interest rates are a fraction of the

predatory lenders' charges.

The group, which has significant support from Bridges Out of Poverty and South Bend Heritage

Foundation, hopes to make the program more self-sustaining in the future.

JIFFI is developing a marketing strategy to reach more people with no alternative to predatory lenders; a

curriculum to increase clients' financial literacy, credit scores and savings; and a process to help people

reach a stronger financial footing.

"We've had really stellar clients so far," Woo says. "We're lucky. It's almost like a self-selecting process.

Everyone paid back. It was very easy for us and hopefully easy for them as well. Our goal is to be

prepared so that when we have more clients, we can respond to the demand accordingly."
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