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MICROFINANCE ORGANIZATIONS
AND THEIR CREDIT POLICY

A doctorate student of faculty of Business Technolo-
gies of Georgian Technical University
George Gatserelia

Micro credit is an amount of money given to a loan
debtor or a group of loan debtors by a microfinance orga-
nization subject to the conditions of the agreement which
provides the terms of a credit, its return terms, price and
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its objective.

Microfinance organizations always charge a higher
interest rate than commercial banks do. A customer of a
microfinance organization pays the fixed interest rate and
not the decreasing one. The high interest rate is one of the
significant factors that cause problems.

The annual interest rate for the microfinance organiza-
tions in Georgia is different. According to the amendment
(initiated in 2017) to the 625 article of the Georgian Civ-
il Code the annual effective interest rate must not exceed
100% while the forfeit per each day or an amount of any
form of a financial sanction must not exceed in total the an-
nual 150% of the remaining principal balance of the credit.

In order to perfect the credit policy an annuity payment
mandatory schedule must be allotted to the credits given
by the microfinance organizations which function in Geor-
gia; also, the system of risk evaluation in giving the credits
must be perfected and become more precise.

Key words: Micro financing; micro finance organi-
zation; credit system; micro business financing; consum-
er credit; business crediting; banking system; specialized
banking establishments; the accrual of funds; micro fi-
nance sector.
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