
 
 

 

Increase Access to Capital to Instigate Small Business Opportunities 

The issues surrounding colonias and the rest of the El Paso area are not solvable until significant progress can 

be made in creating better-paying paying jobs for low-income people.1 To accomplish this, BFHC recommends 

that more initiatives be made to increase access to capital for microenterprise opportunities.    

Small businesses like microenterprises (those with fewer than five employees that require less than $35,000 

in start-up capital) account for 87 percent of all businesses and make up 10 to 15 percent of total 

employment.2 Microenterprises can increase family income and create self-reliance. Because of the small 

amount of capital needed, microenterprise is successful in creating jobs, fostering financial stability, 

enhancing vocational skills, and building economically resilient communities among low-incomeer income 

families.3 

Self-employment through microenterprise is beneficial in getting low-income people off public assistance. For 

example, one study found that reliance on welfare payments of microentrepreneurs who participated in 

microenterprise development programs fell from 24 percent to 17 percent over a five-year period, with a 

decline in payments from $1,460 to $939.4  

Furthermore, for those with low levels of educational attainment, self- employment through microenterprise 

is further advantageous since those without an education often experience barriers to the formal job market. 

Educational attainment is very low in border communities. According to the report “The Border Economy,” 

only 13 percent of adults on the Texas–Mexico border have completed college. Furthermore, 32 percent have 

less than a ninth- grade education.5 Thus, border residents are perhaps further disadvantaged in result of 

inadequate educational and workforce development programs on the border and their roles in a poorly 

trained and uneducated workforce.6 

The Texas–-Mexico border is already host to a vast array of microenterprises. The number of one-person 

microenterprises rose 113 percent between 1992 and 2002, compared with the 32 percent rise in the State 

of Texas and the 25 percent rise in the United States during this same period.7 The proximity to Mexico has 

made the border a prime example because of its ethnically concentrated community that carves out niche 

markets for ethnic goods and provides opportunities to work with and learn from employers with a similar 

background.8  
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However, much of this microenterprise is not occurring in El Paso. A lack of capital in El Paso is largely 

affecting the development of microenterprises. Small businesses do not have access to capital because they 

do not have access to small business loans. Texas State Senator Eliot Shapleigh wrote in a 2004 letter to 

Officer Jay Bernstein of the Federal Reserve Bank of New York, “Access to capital, especially for small 

businesses, is the foundation of economic growth. You can’t have a free market and vibrant entrepreneurial 

capitalism without capital.”9  

A lack of small business loans appears to be the leading problem in El Paso. Shapleigh’s letter reports that the 

U.nited S.tates Small Business Administration Office of Advocacy identifies that bank consolidation limits 

small business access to credit. Shapleigh writes, “In El Paso, excessive concentration of market share by large 

out-of-town multinational banks resulted in decreased access to capital for small businesses.”10  

El Paso is one of the least competitive banking markets in Texas. El Paso’s banking sector is dominated by the 

three largest multinational banks in the United States. Wells Fargo, J.P. Morgan Chase Bank, and Bank of 

America account for 72 percent of El Paso’s bank deposits.  

Contrastingly, Brownsville, Laredo, and McAllen experience vast competition in the banking sector along with 

the presence of increasing economic input and productivity whereas El Paso does not.11  

The reason for this is the competition driven by homegrown banks as opposed to multinationals. In 

comparison, Laredo in Webb County has the largest amount of small business loans while also having the 

smallest amount of multinational market concentration. El Paso, on the other hand, has the smallest amount 

of small business loans.12 These graphs illustrate the contrast between the total amount of small business 

loans per capita and the percent of deposits held with the ten10 largest banks in the United States.S. for 

seven Texan cities.13 
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Strategies need to be adopted to bring banking competition into the El Paso market. Author Barbara 

Robles writes, “Access to financial capital is an essential component of microenterprise growth and 

continues to be a major concern for microbusinesses. Without microfinance lending organizations, the 

traditional avenues to secure capitalization and start-up capital are inaccessible to most 

microentrepreneurs as well as many small businesses.”14  

An example of such a best practice in gaining financial access amongst the Latino community is the 

example of Cooperative Communitaria Latina de Credito (LCCU) in North Carolina. This credit union has 

standard services such as checking, savings, consumer and home loans, credit cards, and money 

transfers. It is a cooperative credit union, meaning that it is member-owned and not for profit. As a 

consequence, all of the members have the same rate, regardless of their credit standing.   

Since opening its first branch in 2000, LCCU now has 50,000 members with more than $52 million in 

deposits. Ninety-five percent of LCCU's members are immigrants, and whom 75 percent never 

previously held savings accounts. LCCU’s success shows in its average home loan of $95,000 and a 

default rate of nearly 0zero percent.15 

LCCU is an example of a local institution that is meeting the specific needs of its community. It is doing 

banking for a community that no other entity has served. The flood of multinational banks and their lack 

of supplying small business loans exemplify the need to devise new avenues and strategies to get access 

for the El Paso community. In other cities across the nation, multinationals are also unequally targeting 

ethnic minorities. For example, the City of Baltimore is currently suing Wells Fargo under the Fair 

Housing Act, accusing that Wells Fargo’s lending practices discriminated against minority home buyers.     

LCCU exemplifies the types of lending institutions that need to be flooding the El Paso market. For El 

Paso in particular, local, homegrown microlenders are needed to serve the populations of the colonias.   

In July 2008, The National Association for Latino Community Asset Builders (NALCAB) organized the  

“Border Community and Economic Development Summit” in McAllen. It is NALCAB’s mission to focus on 

building neighborhood assets and family wealth in predominately low-income, Latino communities. The 

NALCABLACAB conference advocated for the furthering of alternative economic programs in the 

colonias such as microlending, which can help low-income people invest in small businesses.16    

Microfinance has great potential for improving development on the border. Microfinance services 

support microenterprises. Microfinance institutions supply small business loans as well as provideing 
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technical training, business planning assistance, market awareness, and financial literacy.17 Further 

advantageous, microfinance institutions can offer savings accounts, housing finance, money transfer 

services, consumer loans, financial education, and vocational training to low-income individuals.18 

Cecilia Giusti was in charge of starting and implementing a microenterprise training program in the 

colonias of the Laredo area. In her paper, Policies Ppromoting Microenterprises in Colonias. What 

Wworks? What Ddoes Nnot Wwork? And Why?, Giusti notes the governmental microenterprise 

programs available in Texas—Small Business Development, Historically Underrepresented Business 

distinction, Microloan Demonstration Program, Individual Development Accounts, and Community 

Reinvestment Act.19 Giusti writes, “Given the importance of small businesses and microbusinesses in the 

economy, there are several policies promoting them. From the federal government down to local 

authorities, a broad range of policies supports the creation and growth of small businesses.”20  

Author Robles agrees with the role of policy in her articlepaper, Latina Microenterprise and the U.S.–

Mexico Border Economy. Robles writes, “The growth of microenterprise along the U.S.–Mexico border 

may well be a feasible and sustainable development provided national and state policies encourage the 

appropriate economic and community initiatives that foster this trend.”21 

Additionally, Robles admits, 

 Success of the microenterprise initiative requires private, public, and nonprofit stakeholders 

 to maintain strong ties; it also requires continued adaptation to a changing economic 

 environment. Policy initiatives that recognize and support the unique contribution of each 

 stakeholder over economic cycles are essential to maintaining microenterprise development.22 

Thus, in conclusion, microfinance needs to evolve in El Paso so that microenterprises can receive the 

capital they need to flourish and prosper, bringing expanded economic development and infrastructure 

to the border. El Paso needs to remedy its banking situation. A competitive market needs to get 

established to increase the amount of small business loans available for microentrepreneurs and help 

them build capital.  
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