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September 15, 2009

“The end of apartheid was Part One of the struggle.  Part Two is the more difficult:  To make the miracle endure…We asked you to disinvest.  Now we say to you ‘Invest.  Make South Africa succeed.  For the sake of the world.’”




--
Archbishop Emeritus Desmond Tutu
We are grateful to GiveWell for the opportunity to submit this grant request. We respectfully request $100,000 to continue our work serving South Africa’s most marginalized communities and begin the initial phase of expanding our work into Southern Africa. 

Executive Summary

Since 1994, Shared Interest and our South African partner organization, The Thembani International Guarantee Fund, have pioneered the use of partial loan guarantees to encourage commercial banks to lend to black, low- income townships and rural communities throughout South Africa. To date, we are the only nonprofit social investment fund dedicated to providing guarantees and technical assistance to South African small and growing businesses (SGB’s), microfinance institutions (MFIs), agricultural cooperatives and low-cost housing organizations, while providing technical assistance to beneficiaries, advocating for changes within the banking sector and training commercial bankers on rural financing. 
Because of this methodology, our 12.4 million dollar guarantee fund has leveraged more than $100 million in commercial credit to struggling South African entrepreneurs and farmers.   Since inception we have issued 42 guarantees enabling more than 1.8 million low-income black South Africans to launch 80,404 businesses, obtain 1,648,678 jobs and build or improve 102,965 homes.   
The objective of this proposal is to request funding in the amount of $100,000 to continue to build viable income generating and employment opportunities for women and the youth in South Africa, while financing the exploratory phase of expanding our work into Mozambique. 

The projected outcome of this grant is to expand Shared Interest’s work connecting economically marginalized businesses and communities – and the community development financial institutions (CDFIs) that serve them – to commercial finance.  The projects we hope to strengthen through this grant  include Hands On Fish Farming, a trout farming cooperative in Stellenbosch, The Kuyasa Fund, a microfinance organizations in the Western Cape that provides loans for housing, and Small Enterprise Foundation (SEF), a national microfinance organization that provides loans and HIV/gender training to its beneficiaries. 
Over a five year period, we project expanding our capacity to issue guarantees to 10,000 more entrepreneurs and farmers in Southern Africa, beginning with Mozambique. Below we provide an overview of our organization and more details regarding the objectives of this grant request. 
Thank you for considering this proposal for support. 

Organizational Overview/Information 
Shared Interest and the Thembani International Guarantee Fund

Launched in 1994 to redress apartheid’s economic legacy, Shared Interest has functioned for 15 years as one of the most successful and impactful non-profit investment funds working in South Africa.  As Shared Interest guarantees South African bank loans to economically marginalized communities, it draws strength from its symbiotic relationship with its partner organization, the Thembani International Guarantee Fund (established in 1996), which provides project identification, technical support, risk monitoring and mitigation – and ongoing interventions with South African financial institutions. Together the two organizations provide access to capital and technical assistance to microfinance institutions, small and growing food-producing businesses, and low-cost housing providers, and move South African banks to lend to borrowers and communities they would otherwise consider “unbankable.”  

Initially, our founding Board of Directors chose to issue guarantees rather than direct loans, because unlike her neighbors, South Africa does not suffer from a lack of capital, but rather from unequal access to capital for the majority of the population. As such, Shared Interest’s guarantees play a role in not only correcting market failure, but also in helping to correct apartheid era discriminatory lending practices. Our guarantees, which cover up to 75% of the risk of high impact loans, dramatically reduce market entry risk for commercial lenders while requiring that they lend substantially more than they have received in guarantees and to take unsecured risk of their own. To date, Shared Interest has moved each major South African bank to lend to low income communities and townships, while creating and enhancing relationships between commercial banks and low-income borrowers. This has been one of our proudest and most well-regarded accomplishments. 

In addition to shaping the practices within the South African community development finance and banking sector, our work also allows us to hold South Africa’s democratic government accountable for its legislation to equalize access to capital for black citizens, as described in its financial sector charter designed to enhance lending to poor communities. Although the government has resolved approximately 95% of land claims lodged to date, and often provides resettled communities with initial start-up grants, it seldom supplies either the necessary working capital or sustained technical support essential for them to achieve sustainability.  Shared Interest and Thembani fill this gap and enable struggling rural enterprises and communities to launch and scale up successful ventures that provide their residents with jobs, food and sustainable livelihoods.   

Current Challenges and Opportunities
In recent years, Shared Interest has seen an alarming shift taking place in South Africa. While the immediate objective after apartheid ended was equalizing access to credit to those shunned from the banking sector, and reestablishing basic job and farming skills for those forcibly removed from their land by apartheid officials, the objective in recent years has been fighting the more insidious and institutionalized forms of racism that are undermining the efforts made by NGOs, civic associations, microfinance organizations and agricultural cooperatives around the country, and dampening South Africa’s constitutional promise of providing economic and social rights for all its citizens.  While many around the world saw the abolition of apartheid as an end, in reality it was only the beginning.  As the country struggles to provide housing and jobs for the majority of the population, malnutrition still affects 14 million South Africans, the income gap between whites and blacks is widening, and approximately 57% of people are living below the poverty line. 

Under such circumstances,  Shared Interest is beginning to provide more advocacy to its project partners as they navigate a banking culture mired by obstructions, inflexibility and nepotism. We are seeing our role grow from a social investment fund that provides financial tools in the form of guarantee capital, and business skills in the form of technical assistance, to a social investment fund that intervenes in the national dialogue ensuring that government leaders, banking officials and other actors are made aware of these discriminatory practices and that the viability and sustainability of struggling rural and township businesses is not compromised.
This is South Africa’s modern day challenge, and through our work, Shared Interest is not only providing access to credit for poor communities, we are also enhancing accountability and financial transparency in an effort to realize the country’s ongoing struggle for dignity and economic justice. The populations we work with are rural women who save and borrow together, skilled builders prohibited under apartheid from owning or operating businesses outside their townships or homelands, and farming families seeking to extract a livelihood from barren soil. The clients are all low-income blacks, and in 2008, 90% of our beneficiaries were women. 
Our Request
Shared Interest requests $100,000 to continue to build viable income generating and employment opportunities for women and the youth in South Africa, while financing the exploratory phase of expanding our work into Mozambique. 
Shared Interest focuses its technical assistance and guarantee capital in two main developmental areas: Microfinance and Agricultural Cooperatives. With financing from  GiveWell amongst other funders, Shared Interest will continue to support its current projects in these areas, whose growth and expansion are predicated on receiving capital, technical assistance and financial advocacy from Shared Interest and Thembani. We will also begin the initial stages of replicating our model into the Southern African region, beginning with Mozambique, in an effort to reach thousands more individuals who lack access to capital and who are traditionally barred from the formal financial system.  The three sections that follow outline our current work in South Africa and our proposal for expansion in the region.  
Microfinance: A Motor for Development

 Microfinance is a tool through which the poor can build financial and social capital within their communities.  Through expanded job opportunities and enhanced access to credit, borrowers can increase their own assets while supporting community infrastructure and social cohesion through the development of low- cost housing and small businesses.
Since 1994, South Africa’s democratic government has sought to redress the injustices of apartheid through a number of strategies, including encouraging black South Africans to start their own businesses, and offering subsidies for low-cost housing. The government also restores land taken from black South Africans during apartheid and provides land to some low-income communities to build public facilities in township and rural areas.  Despite these efforts, the unemployment rate hovers between 23 and 43 percent (60 percent for black women), and banks fail to serve nearly 50% of potential customers.

Shared Interest provides support to two MFIs in South Africa that are providing loans to poor women. One organization, the Small Enterprise Foundation (SEF), focuses on helping women create micro-businesses as well as helping them combat HIV/AIDS in their communities. The second, The Kuyasa Fund, uses savings and microfinance as tools to improve housing conditions for low-income residents in South Africa’s townships.
Shared Interest’s largest guarantee beneficiary, the Small Enterprise Foundation (SEF), is a microfinance-based poverty alleviation program comprised of a network of groups of more than 55,000 savers and borrowers across the impoverished province of Limpopo and most recently in the Eastern Cape. During the next two years, SEF plans to expand further in South Africa while beginning to take its model to other Southern African countries, such as Lesotho, and possibly Swaziland and Botswana. SEF has maintained a solid repayment rate higher than 98%.  

In collaboration with Wits University, SEF has created a not-for-profit organization called Image (Intervention with Microfinance for AIDS and Gender Equity) to help expand its work in HIV and Microcredit. Its newest program entitled “Sisters for Life” is a 10-part gender and HIV training program given during village center meetings, in which participants discuss difficult and sensitive issues pertaining to sexuality, gender, culture and domestic violence. Initial evaluations of the Sisters for Life program document a more than 50% reduction in gender-based violence, with changes in knowledge, communication, openness and access to voluntary counselling and testing services. 
Support from GiveWell will help Shared Interest and Thembani continue to provide technical assistance to SEF to expand its Sisters for Life program from 5,000 women currently to 15,000 in three years while integrating an ever increasing percentage of other microfinance clients into the HIV program. 
The Kuyasa Fund is a Cape Town based non-profit organization that uses savings and microfinance as tools to improve housing conditions for low-income residents in South Africa’s townships. Launched in response to the shortfall in finance for housing available to low-income families, Kuyasa has grown rapidly over the past seven years and is poised for national expansion.  In South Africa, the need for permanent housing is a critical post-apartheid issue, and since 1996 there have been various attempts by the government to move banks to extend housing credit to low- income blacks. To date, it has fallen short of providing affordable, secure housing to 1.3 million South Africans who are still waiting.

Support from GiveWell will help fund Shared Interest’s technical support for Kuyasa’s expansion from the Western Cape to the Eastern Cape and will help increase its base from 2,517 to 7,517 clients in year one. It will also enable us to help Kuyasa secure additional sources of capital by expanding their savings groups, business development services and financial literacy training.  Ultimately, increased funding for Kuyasa, will help redistribute capital into townships for clients that have few financial alternatives.  We are confident that this project will begin to remedy the effects of widespread displacement and create sustainable housing and businesses for those whom government programs fail to reach, and whose homes and communities are unfit for human settlement. 
Agricultural Cooperatives: Bringing New Life to the Land

Hands-On Fish Farming  Cooperative (HOFFC) is one of Shared Interest’s most innovative agricultural projects. Roughly an hour’s drive from Cape Town, in some of South Africa’s most fertile wine country that resembles California’s Napa Valley, black farm workers are raising their own commercial trout in the irrigation reservoirs of the white-owned wine and fruit farms that employ them.  In 2004, the project began technical training for participating co-op members, which has been expanded to include HIV/AIDS prevention and aquatic education and training.  The curriculum also includes financial management, and encourages members to set aside 10% of their profits to reinvest in their projects, and another 10% to donate to initiatives in their communities. 

Hands- On Fish Farming addresses South Africa’s objectives of increasing incomes of low-paid agricultural employees who live and work on white-owned farms.  Despite the country’s goal of transferring 30% of the country’s productive land to blacks by 2014, less than 5% of arable land resides in black hands.  Given that the country’s land restoration is based on the “willing seller willing buyer” principle, the task is especially daunting in this lush and lucrative area, such as South Africa’s wine country, where few farmers are willing to sell.

Through continued support from Shared Interest, Hands- On Fish Farming looks to diversify its vendors in order to reap additional revenue for its sale of fish. With 28 active projects, HOFFC has been able to produce 140 tons of trout a year and hopes to increase this to 200 tons in 2009--while continuing to increase its training program for small- scale fish farmers.

Branching Out and Deepening Roots in South Africa and Beyond
After fifteen years of issuing guarantees, establishing a profile and network, and benefiting nearly 1 in 21 black South Africans – in March of 2008, the Shared Interest Board of Directors passed a formal resolution to begin the process of expanding our guarantee fund into Southern Africa. 

2009 has proven to be a pivotal time for us to move forward with providing our services beyond South Africa and into the Southern African region. The Southern African Development Community and its 14 member states have long recognized that the stability and viability of all countries in the region are interdependent.  But recent developments stemming from the world food crisis, xenophobia and competition for low-wage jobs,  has unequivocally proven that  South Africa cannot succeed as an island of wealth in a sea of poverty – especially when waves of desperate people from the region continue to wash ashore seeking work and a better life in South Africa.  While Shared Interest hopes to one day work throughout Southern Africa, our initial expansion will include Mozambique, where Thembani’s CEO, has worked for several years and where we have instituted a number of prospective partnerships.

Shared Interest and Thembani feel we can play a significant role in expanding opportunities for small scale farmers, female micro-entreprenuers and young business owners by extending our guarantees into Mozambique. At a conference organized by Thembani in 2006, entitled ‘Innovations in Development Finance in Southern Africa,’ Shared Interest and Thembani began to gather information and build a network of thriving micro-finance institutions, cooperatives, associations and banks operating in the region.  These data and relationships -- and Thembani staff’s experience in the region -- will provide support for Shared Interest Guarantees to help Southern Africans create businesses and jobs, agricultural cooperatives, affordable homes and productive communities.  In the process they will also help to diminish the region’s distortions and disparities, and strengthen the foundation for its peaceful, sustainable and democratic development.

Conclusion
Thank you for consideration of this grant application. Increased support for our technical assistance, advocacy and loan guarantee programs will greatly maximize the scale of emerging rural enterprises, and add substantial value to their final product while enabling their communities to better feed and educate their children on an ongoing basis.  
We hope you will join us in continuing to effectively break down discriminatory barriers within South Africa’s financial sector and move banks to lend to their most marginalized citizens as part of their ordinary business.  Together we can work towards translating our mutual vision of a just society into economic rights for the next million “unbankable” Southern Africans. 

With best wishes, 

Alicia Kingue
Director of External Relations
646-442-0186
alicia@sharedinterest.org
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