THE LAKOTA
FUND

Kyle, South Dakota

The LakotaFund isacommunity devel-
opment organi zation that fostersthe social
and economic development of Oglala
Lakota tribal members on the Pine Ridge
Indian Reservation. The Fund’smaintools
are business loans, sectoral intervention,
technical assistance, and targeted commu-
nity and business development, applied in
a culturally appropriate manner. More re-
cent projectsinclude construction of asmall
business incubator and aff ordable housing
loan packaging.

Since 1987, the Lakota Fund has made
over 220 small and micro-loans amount-
ing to $800,000. Loans are available
through two programs. The Circle Bank-
ing Project, one of thefirst micro-enterprise
loan funds established in the United States,
provides opportunities for both borrowing
and saving to reservation members, who
otherwise lack access to credit and bank
accounts. The Small Business Loan Pro-
gramisthenext step in providing accessto
credit, lending up to $25,000 to individu-
als who operate small, formal businesses
or to start-upswith afeasible business plan.

Circle banking

Circle Banking uses a peer lending
model. Four to six members of acommu-
nity join together and participate in five
training sessions before becoming a certi-
fied circle. The members decide who first
will receiveaninitial loan of not morethan
$400; collateral is not required, but the
circle members become co-debtors. Addi-
tional loans, ranging from $100 to $1,000,
are conditional on successful repayment of
the first loan and on regular attendance by
circle members. Loan payments and sav-
ings deposits are made bi-weekly at circle
meetings with a staff member.

L akota Fund Director Elsie Meeksnotes
that much of the program is about educa
tion. “If | were to identify the one most
valuable aspect of Circle Banking, | would
have to say that learning to deal with and
solve problemsis moreimportant than even
theloans.” Although circle lending gener-
ates only one tenth of the volume of indi-
vidual loans, the program reaches the poor-
est in the community with the least finan-
cial experience. Meeks describes how an
initial loan of $250 several years ago gave

a mother of five children, who was a re-
covering alcoholic, a chance to become
independent, start her own custom bead-
ing business, and begin steps toward get-
ting off welfare. She was able to remain
sober, became Chairperson of her circle,
does not miss meetings or payments on
successive loans, has seen her sales rise
each year, and sets an example for other
circle membersthroughout the community.
Support for small businesses

To receive a Small Business Loan for a
start-up, an entrepreneur must take a six
week training course that screens out
people unwilling to invest the time and ef-
fort to create a successful business. The
course assists people to learn from each
other, while learning the fundamentals of
business success. L akota Fund staff provide
the training, review applications, monitor
reporting and debt collection. The Fund
also providestechnical assistance for writ-
ing business plans and for ongoing
operations.

The Lakota Fund began in 1987 as a
project of the First Nations Devel opment
Institute, based in Virginia. For fourteen
years, First Nations hasworked with tribes
and Native peopleto “change the economic
environment of reservations to one that
builds on local resources, is sustainable,
recognizes Native knowledge and culture,
and supports development from within.”
Meeks notes that becoming independent
from First Nationsin 1991 wasamilestone
in the development of the Lakota Fund,
because “then we took the responsibility
for our success or failure.”

When the Lakota Fund began, staff
members had run their own businesses, but
lacked experience in lending and organi-
zational development. The“long learning
curve” was one of the barriers they had to
overcome. In addition to First Nations,
their most important resources were the
other new micro-enterpriseloan fundsgrap-
pling with similar issues. The National
Association of Community Development
Loan Funds and the Association for Enter-
prise Opportunitiesfacilitated networking.
The Ms. Institute’s Collaborative Fund for
Women's Economic Development and
Economic Development Training Institute
also provided assistance.

Now an independent organization, the
LakotaFund is staffed by four tribal mem-
bers. The nine-member Board of Direc-
tors is also composed of tribal members
who reside on the reservation, with oned ot
left open for a professional from outside

(thisdotiscurrently filled by atribal mem-
ber from aneighboring reservation). Hav-
ing community memberswho are commit-
ted to the area serving asthe staff and board
has been a key element of the Fund's
success and survival.

The Lakota Fund's budget in 1994 was
$328,442. The organization generated
$36,500 in interest income from loans and
investments. The rest came from founda-
tions, corporations, individuals and reli-
gious organizationswilling to invest in the
fund for a 0-4 percent rate of return.

TheFund'sloanlossrateisabout 10 per-
cent, and delinquencies range from 15-25
percent, sometimes as high as 35 percent.
These rates, however, must be judged in
their extremely highrisk context. ThePine
RidgeIndian Reservation, thehome of over
20,000 Oglala L akota, ranked as the poor-
est county in the United States in both the
1980 and 1990 Census. Unemployment on
the reservation hovers between 75 and 85
percent. The main source of incometo the
reservation is federal programs for educa-
tion, health and tribal government, along
with ranching and farming. Most of this
income is spent outside in border towns,
because of the lack of a suitable business
sector on the reservation.

The Lakota Trade Center

One of the main barriers to setting up
businesses on the reservation has been the
lack of available commercial space. InMay
1995, the Lakota Fund broke ground for
the construction of the Lakota Trade Cen-
ter, a 13,000 square foot building, that will
house the Fund and provide commercial
spacefor sevenretail or service businesses.
These ventures will remain in the center
for three to five years, until they can con-
struct and operate out of their own space.
The $1.25 million construction project is
being funded by a $1 million grant from
the Economic Development Administra-
tion, $180,000 from the Bush Foundation,
and $80,000 from NorWest Bank/South
Dakota. Rental income will cover operat-
ing expenses.

One of the tenants in the new facility
will be an arts and crafts marketing coop-
erative. Because many of the Circle Bank-
ing Project membersareartsand craftspro-
ducers, the Lakota Fund began to offer in-
formal marketing assistance. Thisprogram
will now become a formal entity with its
own board of directors. NorWest Bank has
approached the Fund about opening a
branch officein the new Lakota Trade Cen-
ter. The Fund had considered developing
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a credit union, but may choose the bank
branch rather than taking on another new
project.

Theformer director of the Lakota Fund,
Gerald Sherman, assertsthat “Indian people
have shown that they will not accept those
things that are culturally or environmen-
tally damaging, but will allow new concepts
to become culturally appropriate.” He be-
lieves that the peer lending method used
by Circle Banking is more successful than
previous methods tried in Pine Ridge, be-
cause it modifiesthe traditional tiyospaye,
or living group, in away that isacceptable,
and because the method allows people to
use the money on their own terms. For
example, one woman who uses her loans
to buy materials for quilting makes two
quiltsat atime, selling one and keeping one
to give away, since “the traditional mea-
sure of wealth was not how much you could
accumul ate but how much you had to give.”
She uses part of her earnings to make loan
paymentsand therest to buy more supplies.

New focus areas

The LakotaFund remainsflexiblein de-
veloping new programsand focus areas, in
order to fulfill its mission. Recently, the
Fund has begun to work on affordable hous-
ing development, also a huge need on the
reservation. They began by packaging
housing loansfor the Farmers' HomeMort-
gageAssociation, under acontract with the
Housing Assistance Council, to build ex-
pertise in this area on the reservation. The
Fund is also beginning to discuss the de-
velopment of a low-income housing
project. Later, after careful planning and
research, the Fund may go on to capitalize
ahousing loan fund.

—Jobs & Environment Campaign

UPDATE

December 1997

The Lakota Fund to date sponsored 306
small and micro loans worth over $1.12
million. The staff has increased to seven,
including staffing for the now completed
13,000 squarefoot L akota Trade Center and
amajor low-income housing initiative.

The new Trade Center includes an arts
& craftsshop and art gallery, ahospice, the
offices of the Ogalala-Sioux Parks and
Recreation agency, a Tribal Business In-
formation Center, operated in partnership
with the U.S. Small Business Administra-
tion and the Bureau of Indian Affairs,
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How To Get in Touch with
The Lakota Fund

Contact: Dani Not Help Him,
Executive Director

PO. Box 340

Kyle, SD 57752

Tel.: (605) 455-2500

Fax: (605) 455-2585

Email: N/A

Web: N/A

Scope: Pine Ridge Reservation
Inception Date: 1987

Participants: Oglala Lakota Tribal
members, banks, foundations

Project type: Alternative lending/in-
vestment, community economic devel-
opment, low-income housing
Methods used: Peer group
microenterpriselending, small business
loans, business incubator/trade center,
housing construction program

Lessons learned: Itisimportant to hold
to your mission but remain flexible in
your strategy.

Lokata Express, a fund-raising business,
and three vacant office spaces. These spaces
are being held for use by new start-up
businesses.

The Tribal Business Information Cen-
ter includes a library and computer facili-
ties to assist start-up and expanding busi-
nesses. Theseincludemodel businessplans
and avariety of resourceinformation stored
on computers, compact disks, and video
tapes, aswell asin booksand publications.

The Fund continues to serve a number
of useful functions. Recent projects in-
clude: helping to start up a buffalo ranch-
ing operation, which now has a herd with
25 females, five bulls, and 14 calves; and
assi sting avideo store, whose building was
condemned, to complete the construction
of anew store.

Work also continueson the LakotaFund
Marketing program. This program was
established through the Circle Banking
Lending Project to wholesale locally-pro-
duced arts and crafts productsto buyersin
the U.S. and Europe. The Marketing pro-
gram also provides consignment services
for speciality itemsand suppliesartistswith
materials and supplies.

The low-income housing program in-
cludes two components: participation in a

state-wide program conducted by the Ru-
ral Development Administration, and a
more specific cooperative program be-
tween the Fund and the State Housing
Development Authority.

The Rural Devel opment Administration
provides rental housing for elderly mem-
bers of the tribe. These are two-bedroom
mobile homes, which are constructed in
Springfield, South Dakota, and shipped to
various sites, where they are needed,
around the state. The decision was made
to use smaller two-bedroom units to dis-
courage the use of the homes by entire
families.

In the cooperative building program,
funding is provided by the State Housing
Development Authority and the U.S. De-
partment of Housing and Urban Develop-
ment Indian Home Grant program, supple-
mented by alow income housing tax credit.
Under the program, the Fund ownstheland
for the new housing, and the unitsare made
available on arental basis. At the present
time, there areten units under construction
in a pilot housing project. The units are
specifically designed to be energy-efficient
and to withstand wind storms. These units
are nearing compl etion and they are sched-
uled to beturned over to the new tenantsin
the near future.

Water and sewer servicefor the housing
unitsisbeing provided by the Indian Health
Service. Significantly, outside contractors
were used for the construction, because
there were no qualified tribal builders.
Tribal members, however, provided much
of the labor and served as subcontractors.

The cooperative building program in-
cludes doing extensive work with the new
tenants. Training sessions will be held to
teach the tenants how to maintain their
property. A community organization will
be established to assist with tree planting
and area maintenance. This organization
will also engage in fund raising to make
other improvements. It is anticipated that
tenants will make lease payments for fif-
teenyears, and then will be ableto buy their
property in another fifteen years.

Futureactivitiesfor the LakotaFund in-
clude maintaining its microfunding activi-
ties, locating three additional tenantsfor the
Trade Center, and expanding the housing
efforts. Approval has been received for 20
additional units in the next phase of the
housing program.

—Community Sustainability Resource
Institute



