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קרנות קורת ישראל - עמותה לפיתוח כלכלי
KORET ISRAEL ECONOMIC DEVELOPMENT FUNDS


KIEDF's MICROFINANCE SERVICES
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2010 Year End Update
Achievements 2006 - 2010
· Supported 4,140 entrepreneurs
· Distributed close to  3,000 loans  

· Provided $8.3 Million in credit

· Supported 2,375 Businesses

· Developed 3,500 new jobs
Target Population
· Low income populations, Immigrants from Ethiopia & the FSU, Orthodox Jews and Israeli Arabs in need of financial and business development services.

· Unemployed, living on welfare

· Existing micro entrepreneurs with bad credit history

· Less than 5 employees, usually the owner is the sole employee

· Many businesses are Informal businesses

2010 Year End Update
Over the past 16 years, KIEDF‘s small-business loan programs ($5,000 - $300,000) and microfinance loans ($1,000 - $5,000) have facilitated nearly $250,000,000 of new financing to over 9,000 new and expanding small, medium-sized and micro businesses, and created and sustained more than 45,000 new and existing private sector jobs, directly affecting over 150,000 Israelis. KIEDF is recognized throughout Israel as the preeminent private source of credit and business services. 

In 2003 KIEDF started operating the microcredit fund through Bank Hapoalim.                   Out of this grew the understanding that microfinance could be a powerful tool for Israel.      In 2006, KIEDF developed additional microfinance services for low income populations.
The Micro Credit Loan Fund
In 2003 KIEDF initiated the first micro-credit loan fund in Israel, with a credit facility provided by Bank Hapoalim. The Fund provides security free loans ($2,500 - $5,000) to low income women entrepreneurs facing barriers to financing on reasonable terms.  The fund partners with NGOs across the country enhancing the services they provide by ensuring credit will not be the barrier for women’s business development. 
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SAWA (together) – Direct- Non-Bank Loans
Direct Loans of $1,000–$2,500 and technical services are given through solidarity group methodology or individually to women for the development of their businesses. Loans are distributed by KIEDF's non-bank revolving loan fund at the Postal Bank. Loans support a wide variety of businesses including small commerce, grocery stores, animal raising, hairdressing, sewing, day care etc. 
Business Development Programs 
Business trainings and technical assistance tailored to different target populations (mainly women). 
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2010 in Review
SAWA Direct- Non-Bank Loans & Technical Services 
2010 Achievements:
· 510 loans were distributed 
· Close to $800,000 or ₪2,850,000 in credit was provided 

· A total of 1,758 loans have been distributed providing $2,350,000 or ₪8,460,000 since the program's inception in 2006
· 334 second loans and 49 third loans have been distributed since 2006
· Loan losses are 3.1%, still well below the worldwide industry benchmarks of 5% 
· SAWA is now working in 17 towns and villages in the Negev and northern Israel
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Expansion - During 2010 we saw continued growth and success within SAWA. The initial expansion to northern Israel began. Field staff has been hired and trained with initial groups having been developed in December.    Initial loans were also distributed to Jewish women.
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KIVA - After two years of on and off negotiations, KIEDF has been approved by KIVA (www.kiva.org) to 
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accept online donations. Kiva training was completed in November with initial profiles made live on the Kiva website in December. In less than 48 hours all needed funds for clients were raised. Kiva will ultimately, assist in raising loan funds for potential direct lending clients. After the pilot stage in 2011, we expect numbers to have an important impact on SAWA's lending capability.
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Agreement with the government - At the opening of 2011 a much negotiated agreement between KIEDF and the Ministry of Industry Trade and Labor (TAMAT) was signed. The Joint Venture will provide approximately 4,000 loans over three years for Arab Israeli women providing NIS 25 million in credit. Project costs will be shared equally by KIEDF and the TAMAT. The program will also provide technical services including pre and post loan consultation, ensuring long term support. The program will allow 
introduction of individual loans with loan amounts of up 20,000 Shekels.

Educational activities - In addition to business technical assistance, SAWA also provides educational opportunities for its clients. Over the past year we held:
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Special Mother's Day Program
· 2010 Best Business competition
· Health Education Joint Program with Kupat Cholim 
· Bedouin Woman in Modern Times, Changes, Opportunities and Your Place to Grow

· Business Forums in different villages
SAWA clients were invited to programs which included lessons learned from the field and interaction between clients from across the Negev.
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In addition lectures on women's health, family finances and talks with local dignitaries were included. Women were also given an opportunity to enjoy themselves socially while creating a wider support system between the entrepreneurs.

Through the joint venture with the government and KIEDF being named a Kiva Field Partner, SAWA is being significantly expanded to low income populations throughout the country (mainly women) with over 800 loans projected in 2011.
Personal Stories:

Naje is an upholsterer who prepares mattresses, pillows and decorative pieces. With her SAWA loan she purchased sewing machines which increased output and quality of her product. She has also built a small, well kept store where products are sold (not pictured). 
Naje receives orders from throughout the area with her busiest time being before weddings. It is a tradition for the new couple to receive mattresses to furnish rooms in their new home so demand is steady for Naje. She heard of SAWA through friends and until the program had never thought of opening her own business. 
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Fatma: Fatma has a clothing store in northern Israel. She was in dire need of stock before the Muslim holidays. With the loan she was able to purchase stock and increase her income during one of the busiest times of year thus taking advantage of an excellent opportunity. 
Through consultation she learned more about the registration process and now has a registered business. While Fatma was already a business owner before becoming involved in SAWA, she has gained tools which are putting her on a more secure path.

Najeea is a mother of fifteen, businesswoman, employer, and SAWA client currently on her third direct loan.  Before coming to SAWA, Najeea provided for herself and her family by selling items at a small table in the souk.  Najeea says that participating in the SAWA program strengthened her and made her willing to take risks and expand her stock. Through SAWA, Najeea, who is illiterate, was trained to keep proper accounting books.  This allows her to track her expenses and income and plan for the future of her business.  Thanks in part to the income Najeea earns selling goods in the market, all her children have high school degrees. Najeea believes her grandchildren will all graduate from university.
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SAWA made it possible for Najeea to grow her business after the death of her husband.  In the next year Najeea plans to grow and further organize her rapidly expanding business.  All members of Najeea’s solidarity group are still operating a small enterprise; four of them are on their third loan and all have paid on time. “We’re like a family,” Najeea says, “We all go to market together and we all support each other in our businesses." 

Triya: Triya, from Segev Shalom is 45 years old. She has eight children four of whom are over the age of 18. When she began with SAWA her husband was wholeheartedly against the idea. She wanted to sell women's personal garments and clothing. She ultimately convinced her husband that the customers would come to shop during the morning when he was away at work. She began from a shelf in her own room and slowly grew and expanded. Finally at the time of her second loan, Triya was ready to move out of her home to a shop at the Souk. Again her husband was strictly against her leaving the house. She convinced one of her sons to work with her. In order to support his mother, he agreed and convinced his father that he would watch over Triya. In the end he also vouched for the female clientele and safe environment Triya kept. Triya has gained business skills and personal belief in herself.      She is taking part in the Business Forum and advising other clients how to handle challenges and both economic and familial obstacles. 
A special note on microfinance in India:

Over the last several months there has been much press around the failures of the Indian microfinance system and the client abuse which exists. KIEDF's microfinance model, SAWA, was developed by taking best practices of existing models, including solidarity lending of Professor Muhamed Yunus, and adapting them to Israel. 

Two major issues of failing microfinance systems include:

· Unfairly high interest rates

· Clients ability to draw multiple loans thus developing significant, overwhelming debt.

Abuse of microfinance has been explained by Accion, one of the most veteran microfinance organizations:
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"Globally, microfinance serves at least 92 million people and is injecting over $65 billion into local economies around the developing world. The industry has weathered the worst economic crisis in recent history without systemic failures and continues to expand at an exciting pace.  It is growing not just in the number of clients served, but also in the scope of services it offers to meet the poor’s financial need ...

   

Microfinance is a powerful tool for the poor that helps them navigate life’s opportunities and challenges, but if misapplied can deal significant harm to a borrower’s life.  Microcredit can over-indebt clients when too many service providers expand aggressively in a saturated market.  Interest rates, typically higher than regular commercial rates to cover high operating expenses, can become unethical if an institution holds rates steady even as efficiency rises in the interest of profit maximization."

KIEDF's microfinance system does not, could not and will not have unfairly high interest rates. In fact, due to the Israeli cap on interest rates, KIEDF is dependent upon grant money as well as income from interest to cover operational costs and provision of technical services. In addition, SAWA clients cannot take an additional loan until existing loans have been paid in full.
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The Micro Credit Loan Fund
· Since 2003 1,186 loans have been distributed 
· $6 million dollars in bank credit has been provided
Banking procedures and regulations have become stricter since the 2008 financial crisis and only 120 loans have been approved through this fund in 2010. We have recently begun negotiations with Bank Hapoalim senior staff, on expanding the Micro Credit Loan Fund with revised process more similar to our direct lending program. 
It is a significant breakthrough to have a major banking institution in Israel entering the area of microfinance extensively. 
The potential discussed partnership with Bank Hapoalim will enable KIEDF to expand outreach to all populations throughout the country.  Over 2011 we will continue these negotiations.
Business Development Programs 
· Since 2006 1,627 clients have been provided with the tools to develop and expand their microenterprise. 
· During 2010 we provided support for 12 groups, training for 260 clients.
We have witnessed over the last year significant expansion in the availability of similar trainings by the government through Mati (Israeli SBAs) and other NGOs. The need for long term business training is being provided by other bodies much more than in the past. In 2011 we will work only where others are still missing, expand one-on-one pre and post loan individual business consultations as well as providing support for veteran clients to strengthen and expand their enterprises. 
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Stories for the Field

Kfar Chabad: 
This training group had a total of 24 participants from the Kfar Chabad Municipality region. There were two training session times, morning and evening. The evening training was coordinated for private day care centers owners registered with the municipality. These women provide a much needed service but their businesses were not profit making and lacked efficient management. The women themselves came to the course with a high level of frustration from working long and hard hours yet earning below minimum wage. 
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At the start of the course there were fourteen business activities, eleven of those were the private daycare centers. At the close of the training 20 business activities had been established including: Daycare centers and Daycare Center Network, publishing, Film production and editing, Organic food, Clothing, Creating and combing wigs, Reflexology, Female Jewish Center and more. In addition the daycare centers have become more efficiently managed earning respectable profits for their owners.
rishon letzion: 
In response to the continuing poverty and economic challenges faced by many Ethiopian immigrants to Israel Business Development programs were establish in Rishon Letzion with community partners to assist with the development of Ethiopian Israeli entrepreneurs. Year Two of this program had 27 participants. Fourteen viable business ideas have been developed so far with participants continuing with their one on one consultation.
CONCLUSION

After four years working with the most difficult population in Israel we have learned that once given the tools, low income people can develop  independent sources of  income and improve their lives.  
Over the next three years we will work to expand our microfinance programs in the north and center of the country while maintaining activity in the Negev and south. By the end of 2013 our programs are expected to support 5,000 microenterprises creating 3,500 – 4,500 new jobs in Israel.
Microfinance Services Supporters
We want to express our sincere gratitude to all those who have made our programs possible. With your support, thousands of Israelis were given the opportunity to create their own avenue out of poverty.
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SAWA  Staff, Feruz, and her client  2010 Best Business Finalist. Wudad





SAWA North Staff, with Kiva Fellow





SAWA Negev Staff with Kiva Professional
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