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Northern Honduras Microenterprise Development Project

Project Budget

$1,065,985
Jun ‘03— May ‘06

CIDA’s Contribution

$515,253

Single Mothers Find Hope

Fourteen single women from the
Garifuna Community of El Triunfo
got together 8 months ago and
formed the Trust Bank Abfu
Garina (which means “Garifuna
Strength” in their dialect) to start
accessing loans of $150.

In spite of all the challenges they
face in their community (no pota-
ble water, no sewage, health cen-
ter without medicines or doctors
and no jobs), a small loan has
given them hope that things will
get better.

With laughter and positive energy,
these women meet weekly to
make their loan payments and
receive training. Their small busi-
nesses have grown and they have
been able to save $800 as a
group. Their self-esteem and
group initiative has also blossom
thanks to training sessions about
working together, respecting each
other and solving problems as a
group. They feel that they are now
a cohesive group that can do
much more for their community.
They plan to look for a housing
project for their community.

FINAL Project Report
June 2003 to May 2006

Project Summary
Purpose of the Project
A partnership was developed in June 2003 with CIDA, Opportunity International
Honduras (operating locally as Instituto para el Desarrollo Hondurefio— IDH), and
Opportunity International Canada (OIC) to oversee a microenterprise development
project.

Through this project, Ol Honduras had plans to expand its operations by providing
loans and training to 3,050 poor entrepreneurs in the Northern Honduras region by
opening three branches in the towns of La Ceiba, Olanchito and Tela.

Opportunity International in Honduras

Opportunity International has been providing small loans and training—Micro En-
terprise Development programs—to thousands of poor entrepreneurs in Honduras
since 1977. Opportunity International Honduras has 86 staff who are currently
serving over 7,800 clients in 7 branches throughout the country (Tegucigalpa,
Danli, Juticalpa, Siguatepeque, La Ceiba, Tela and Olanchito). Three of these
branches located in Northern Honduras are operating successfully thanks to this
project.

Project Impact

This project has reached rural communities that have never had access to no-
collateral loans before. Ol Honduras loans helped 2,808 entrepreneurs in three
Departments in Northern Honduras (Atlantida, Colon and Yoro),17 municipalities
within these departments and over 100 rural communities.

Private Sector Development Impact: The loans also help grow their small busi-
nesses and diversify their family income, which in most cases has been highly de-
pendent on low paying jobs in large banana or pineapple plantations. The growth
of businesses has provided additional income to support over 16,000 family mem-
bers who have now better access to food, housing and health care (see more infor-
mation under impact assessment page 5) .

Economic Impact: The project has helped sustain and create over 4,240 jobs in
Northern Honduras, which has stimulated the local economy that,3 years ago, was
having a difficult time recovering from the effects of Hurricane Mitch.

Social Impact: Over 4,600 loan recipients (who received loans throughout the 3
years) received Business and Life Skills training from a curriculum of over 400
training modules.

Gender Impact: 80% of clients served were women. A total of 668 women entre-
preneurs became leaders within their Trust Bank and received training that have
empowered them within their communities.

Community Impact: Ol Honduras is one of the few Microfinance Organizations
offering the Garifuna Community credit, training and support. Thanks to this pro-
ject, marginalized rural communities like the Garifuna community, are being em-
powered to confront their challenges.
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Expected vs. Actual Outcome

Expected outcomes Actual Outcomes
3,050 active clients 2,808 active clients
4,450 clients received loans in the last 3 years
102 Trust Banks 167 Trust Banks
2,350 Trust Bank clients 2,319 Trust Bank clients
700 Individual Loan clients 147 Individual Loan clients

342 Solidarity clients (not initially planned)

17,385 family members impacted 16,008 family members impacted
85% of clients served are women 80% of clients served are women
7,300 loans disbursed 13,973 loans disbursed

Arrears Rate Below 5% Arrears rate of 6.7%

Loan Loss of less than 4% Loan Loss of 2%

More information on Appendix “Project Results Summary”

Client Outreach: The total number of active clients reported as of May 2006 was of 2,808, which repre-
sents 92% of the project goal. In terms of goals reached per lending methodology, the project met 99% of
the Trust Bank clients goal by reaching 2,319 clients, because of the overwhelming acceptance of this
lending methodology among the poorest of the economically poor in the rural areas of Northern Hondu-
ras. However, Ol Honduras encountered challenges meeting the Individual loan clients goal (reaching
only 49% of the goal), because of two main challenges: (1) difficulty finding qualified staff to deliver this
methodology (the need for university graduates in commerce) and also (2) the need to evaluate this lend-
ing methodology for the poor in the rural areas. As a consequence, Ol Honduras started implementing a
third methodology not initially planned: Solidarity Group methodology. This methodology allowed suc-
cessful Trust Bank clients access larger loans with less frequent payments. A total of 342 clients access
this lending methodology.

A total of 4,561 entrepreneurs received loans through this 3 year project, if all those clients who left the
program are also included. A total of 1,753 left the program. Approximately 50% left because their Trust
Bank members asked to leave due to late payments, 20% because they wanted to rest for a cycle or two.
The other 30% left the program because they moved, are ill or don’t need it anymore.

Clients’ households are compromised of an average of 5.7 family members, so the improvement of the
household income through the improvement of the business has helped over 16,008 family members. In
addition, clients who received Trust Bank loans tend to employ 1.3 people. Solidarity Group Loans gen-
erally employ 2 people (usually a family member) and Individual Loans employs on average a total of 3
people. Therefore, this project has helped sustain or grow approximately 4,240 jobs.

Financial Results Achieved
The project funds have come from three sources — CIDA, private donations to Ol Canada and earned in-
come from Ol Honduras.

CIDA contributed with $515,253, private Canadian donors contributed $550,750 and Ol-Honduras con-
tributed operational expenses since October 2005 (the project reached 100% operational sustainability
during the 5th period).
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The following financial results were obtained:

$641,929 was invested in the loan portfolio (2% more than the goal) .

Total loans disbursed since the project started $2,096,022 (26% greater than the project goal).
The average Trust Bank loan was $113 ($150 overall for the project).

147 Individual loans were disbursed — the average loan was $744.

Average savings of $27 per Trust Bank client.

The repayment rate was 98%.

Loan Portfolio Management: With good management of an initial
investment of $641,929 in the loan portfolio, Ol Honduras has been
able to reuse and recycle the loan portfolio 3.2 times ($2,096,022),
which has allowed the organization to disburse 13,973 loans since the
project started (twice as much as planned).

Since all three branches funded through this project have achieved over
100% operational sustainability, there will be enough funds to cover
additional loans in the future. Loans disbursed are generating enough
income from interest to cover the operational costs of running three The Trust Bank “New Hope® has
offices as well as providing additional funds for loans. received a total of 9 loans in the
last three years. The loans have
Savings: Clients have saved over $209,600, which represents 10% of |ranged from $85 to $280.

all loans di_sbursed throughout the project. Clients are required to save |\ypen the group is asked what
10% of their loan for the first 2-3 loan cycles (as part of the credit pro- |they like the most about the pro-
gram). Clients open a savings account as a group in a commercial bank. |gram, they all say in unison
The objective of this requirement is to teach clients the habit of setting | ‘learning how to save”. All the
aside money for savings. After a couple of loans, clients see their sav- |*o™en the group say that they
. . . ave never saved before and that
ings grow, and some choose to withdraw them and use them instead of | yanks to OI Honduras, they have
a loan or use them to invest in their home, education, or any other need. |learned how to put money aside
The majority of clients interviewed report that this is the first time they |weekly.

have ever saved and this is a feature that they like the most about the
program offered by Ol Honduras.

Learning How to Save

One of the women says: “Now |
know that | have savings available
) o in case of any emergency or need
Arrears rate: The arrears rate is at 6.72%, which is higher than the [in my business or my family”.
project goal of 5%. In the Trust Bank and Solidarity Group Methodol-
ogy, the arrears rate was kept lower than 5%. The highest arrears rate . L

. .. . that her favorite training was about
was in the Individual Loan Methodology. There are two main reasons | nanaging the business and home
for the higher than expected arrears rate: (1) Difficulty finding quali- | money in different pockets.
fied staff to serve Individual Loan clients in rural communities. For this
type of methodology, staff are required to have a commerce degree or ngfne%roﬁésvmtohfnsanfgughrfotthcf;s
be Worl_<|ng_towards a degree in business or flnapce. Mos_t educa_lted their business resources, but also
people immigrate to the urban centers and are not interested in the field |how to manage their home econ-
work that Ol Honduras requires. (2) There is a need to revise the Indi- [omy. They have become better
vidual Loan methodology to make sure that it is meeting the clients’ |administrators of their limited re-
needs and is targeting Ol Honduras target audience. sources and are able to help them-

The leader of the Trust Bank says

Capacity Building

Internal Controls :

CAMEL Training.- The Executive Director and Board Chair of Ol Honduras attended a CAMEL training
organized by the Ol Network in Colombia. CAMEL is a financial evaluation tool used by the Consulta-
tive Group to Assist The Poor (CGAP) and progressive Microfinance Institutions to evaluate Capital
Adequacy, Asset Quality, Management, Earning, and Liquidity.
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Two Years Accessing Loans
Doubles Business’ Profits

Waleska Martinez, 28, mother of
2 has been in the wood carving
business for 8 years, but only in
the last two years she has been
able to double her profits thanks
to 6 loans of $170-$300 that she
received through her Trust Bank
Goodness for All.

She uses these loans to buy
paint and wood. Together with
her husband Jacobo Becarcamo
(middle in the photo) they design,
carve, polish and paint doors,
handcrafts and any other request
they may get from locals and
foreigners. They hire one more
person (on right in the photo) to
help them with their growing
business.

Waleska and her husband are
true entrepreneurs. They dream
of starting a new business. They
would like to buy some cows, so
they can also sell milk.

Six loans from Ol Honduras have
helped Waleska double her
profits, create employment and
spark her entrepreneurial spirit to
continue growing and diversifying
her family income.

Public Engagement

Canadian International
Development Agency

[14-

Internal Controls Training with Ol Nicaragua.- The Executive Director
and middle management of Ol Honduras travelled to Ol Nicaragua for 3
days to share experiences regarding their operations. Ol Nicaragua is OI’s
leader in Latin America, operating with 18 branches and servicing over
34,000 clients. OI Honduras staff were able to learn more about proc-
esses and policies regarding internal controls and operations that can be
duplicated in their country.

Management Information System: A new MI System has been im-
plemented. This new system allows management to have more accurate
and timely information regarding the number of active clients, savings,
payments and arrears rates. The database provides detailed information
about the percentage of rural vs. urban clients, type of clients’ business,
status of the loans per loan officer and per office.

Product Development: Market research conducted by Ol Honduras
showed that clients were unhappy with the requirement to repay a loan for
a deceased colleague managed through the enforcement of the mutual
guarantee policy (part of Trust Bank credit methodology). This policy
would lead to the exclusion of those clients that are considered unhealthy,
yet they are the people who need most assistance.

Ol Honduras’ aim to reach and transform lives of people, including those
who suffer from illness and deadly diseases such as HIV/AIDS, was
therefore compromised. Micro-insurance was identified by clients as an
attractive alternative.

One of OI’s microinsurance expert traveled to Honduras in May 2006 to
research, develop, cost and implement microinsurance. Ol Honduras was
then able to identify the appropriate insurance company that will best
serve its clients. Ol Honduras has now introduced compulsory group
credit life insurance to ensure the inclusion of potentially marginalized
entrepreneurs. The credit life insurance works in the following manner:
when a client dies, the new micro-insurance product offered by Ol Hon-
duras would pay off the outstanding loan and interest. It also pays a lump
sum funeral expense amount to the bereaved family.

All clients interviewed are very happy with the addition of microinsur-
ance and are interested in other types of insurance, such as extended fam-
ily life and health insurance. Ol Honduras will evaluate this product after
a year and will consider the inclusion of other insurance products.

Southern Visitors: As part of the project’s Public Engagement Program, two Loan Officers from Ol

Honduras, Janina Banegas and Maritza Alvarez, were selected as “Loan Officers of the Year”.

Both

Loan Officers visited Canada in October and November 2004 leaving a profound message of inspiration

for over 900 Canadians.
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Monitoring and Evaluation
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Development Agency

Canadian Monitoring: This project was very closely monitored by Opportunity International Canada.
Ol Canada’s staff and board members traveled to Honduras a total of 6 times during the last 3 years. The
purpose of these trips were to make sure that the project was being implemented according to plans. In
addition, one of Ol Honduras’ board members traveled to Canada to strengthen the relationship of the or-

ganizations at the board level.

Global Monitoring: The OI Network has a Regional Latin American Director who traveled to Honduras
at least once a year to monitor the performance of the organization. The Ol Network collects and analyses

quarterly financial reports from Ol Honduras that provide quantitative data regard-
ing client outreach, loan portfolio quality, loan activity, efficiency, sustainability and
profitability. This data is closely monitored by Ol Canada and Ol global staff.

Impact Assessment: Opportunity International has developed a Common Impact
Monitoring System (CIMS) that allows all implementing partners to measure the
impact that their programs are having on clients’ lives. Using a survey form, CIMS
enables partners to gather current information about clients and determine the trans-
formational impact that microfinance is having on their lives. CIMS seeks to meas-
ure: client demographics to identify who we are serving, their gender, age and edu-
cation level; social impact including, housing, health, and community involvement;
economic impact to determine whether products are resulting in the improvement of
their business profits and household income; and finally client satisfaction to assist
Implementing Partners in developing products and services to better meet their cli-
ents' needs and enhance sustainability.

Ol Honduras conducted an Impact Assessment study in Northern Honduras. The
study administered surveys to OI’s “new clients” -who had received 0-2 loans and
then compare these results with surveys administered to “mature clients”- who have
received more than 2 loans. The results were very encouraging— the MED program
is transformational!

Some results of this study include:

=  Mature clients showed higher occurrences of using savings and increased
profits for purchases of significant assets and important household expenses includ-
ing: business inventory items, business equipment, education fees, medical ex-
penses, home improvements, and food.

= Mature clients indicated a 27% increase in business revenue, a 23% increase
in net profit, a 133% increase in the number of people they employed in their busi-
nesses and a 120% increase in loan size. Mature clients did not, however, indicate

similar increases in their voluntary savings amounts, which is consistent with a fo-
cus on business expansion.

= Over 65% of mature clients indicated a sense of having a higher quality life
since their last loan.

=  Mature clients tended to own their homes and the dwellings they lived in were
constructed with better materials than new clients. 81% of mature clients indicated
owning their homes versus 69% of new clients.

Loans supporting 6
businesses

Gloria Maritza Argueta, with
her 6 month old son in her
arms and 12 year old in
school, manages 6 busi-
nesses from her home.

Gloria is one of Ol Hondu-
ras successful Individual
Loan clients who has re-
ceived loans between $800-
$1,200 to run her 6 busi-
nesses. Gloria runs a con-
venient store, water and
gas distributor, ice-cream
shop, butcher, video games
and her newest business is
a gym (see photo below).

Gloria has seen how a loan
and hard work can generate
additional income for her
family. She wants to con-
tinue growing, so she now
dreams of accessing an-
other loan to start her 7th
business- her own restau-

rant.
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= Over 80% of mature clients indicated a deeper sense of relationship with God.

=  81% of mature clients stated that their sense of self-esteem was higher since their last loan cycle. This
was reflected in the questions relating to involvement in community projects and social groups as well as an
indication of increased decision-making influence for women in the household. 83% of mature clients
make their own decisions on savings compared to only 61% of new clients.

=  There were interesting differences in business types represented by new and mature clients. 12.5% of
new clients were involved in agricultural businesses while none of the mature clients had involvement in
this sector. Also, 12.5% of mature clients were involved in the manufacturing sector, while none of the new
clients indicated involvement in manufacturing.

Other Activities

Strategic Alliances: Ol Honduras has developed an impressive
number of Strategic Alliances with local organizations. Some of the
organizations that Ol Honduras works with include: Red Microh
(Network of Microfinance Organizations in Honduras), Concede
| (Evangelical Organizations for Development), Foprideh (Federation
of Private Organizations in Honduras), Acode (Association of Coop-
eratives for Development), and Ofraneh (Organization for Black Hon-
duran Fraternity). Through these alliances, Ol Honduras has been
able to obtain high quality training for staff and recruit Loan Officers

Audelia Aranda, 43, single mother of 4 | and administrative staff.
joined one of Ol Honduras Trust Banks

called “Wuagia” three years ago. After |y : . : R .
receiving 10 loans (first for $85 and her Life Skills and Business Training: Ol Honduras is one of the

last loan for $800) that she invested in | 1€aders in client train_ing_among all the Ol Network partners around
her bakery, she now makes $175 a the world. The organization has contributed over 50 training modules
week and generates profits 10 times | that have been added to Ol Global training initiative (which contains
larger ($115). over 400 training modules developed around the world).

Coconut Bread Business
Supports a family of 5

Thanks to the increased profits, three L. . ) ) )
of her children have graduated from The training modules include topics such as business skills, leader-

High School and are now attending ship, personal growth and trust bank management. All loan officers
UT‘;%BS'W- She also has savings of are trained on how to best deliver a 20 minute training seminar
$1,200. weekly to all their Trust Bank clients. Staff is equipped with a guide
She also proudly shows her cement on hoyv to implement the training modu_le anq the training (ngterigls
and brick home, which used to be (drawings that represent the topic of discussion). The training in-
made out of bamboo sticks. She has | cludes skits that encourage client participation and help them visual-
also boughta TV, radio and afan that | jze the training. It also includes an open group discussion. Ol Hondu-
helps her while baking in the hot h in-h tist who d Il the d . for the traini
coastal days in Northern Honduras. ras has an in-house artist who does all the drawings for the training,
so cultural unigqueness is captured in the drawings and clients can

Audelia is proud of what she has identify more with the training modules.
achieved, but especially proud that her
children will be better off than she was.

Challenges & Lessons Learned

Reaching Rural Areas: The focus of this project has been the rural areas of Northern Honduras. The big-
gest challenge to servicing these areas has been the geographic distances and the road conditions. Loan Of-
ficers have to travel for a minimum of 1-2 hours via unreliable public transportation to service rural commu-
nities. The roads are not in the best conditions and are usually worse during the rainy season from June-
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December. The difficulty accessing these communities affected the collection process (reflected in the higher
than expected arrears rates), since Loan Officers were unable to visit clients as often as they would have liked.
The purchase of motorcycles has allowed Loan Officers decrease their commuting time and has allowed them
to reach even more remote areas. Ol Honduras’ staff truly believes in the mission and vision of the organiza-
tion and is committed to helping the poorest in their country.

Monitoring: The travel time between the head office and the Northern branches is 6-8 hours by car. The
Credit Manager who is based in Tegucigalpa (head office), is in charge of conducting the monitoring of the
branches. In order to solve these challenges, Ol Honduras decided to assign a credit auditor who travels to
Northern Honduras to conduct monitoring and control loan disbursements in the three branches. This project
has helped improve these challenges through the improvement of the Ol Honduras MI System, internal con-
trol training for staff and intranet connection (see more information under the Capacity Building Section). In
spite of these challenges, Ol Honduras has achieved outstanding repayment rates of 98%.

Staff Turnover: This project has faced high staff turn over due to the challenging field work required and the
need for highly qualified people with commerce backgrounds to follow all the organization policies and pro-
cedures. Staff turn over affects the monitoring and collection process, because new staff need to get to know
clients and their communities. In order to decrease staff turnover, Ol Honduras management is implementing
two strategies: (1) When recruiting staff, as part of the selection process, they are required to spend time in
the field, which pre-selects those who are not able to keep up with the challenging field work required. (2) Ol
Honduras has chosen to use a crosspollination method to replace staff. A supervisor from the Ceiba office was
promoted to Branch Manager in Tela. Loan Officer from Tela was promoted to Supervisor in La Ceiba. This
method allows not only the use of experienced staff in other branches, but it is a good way to control and
monitor the management of the loan portfolios.

Servicing Marginalized Communities: Many
other miicrofinance organizations tried to work
with the Garifuna community, but were unsuc-
cessful. Ol Honduras was very strategic when
entering these communities. Ol Honduras hired
Loan Officers who belonged to these communi-
ties (a total of 7 Garifuna staff), so could speak
the dialect and understand the culture. Having
Garifuna Loan Officers allowed Ol Honduras to
build close relationships with Garifuna leaders
and access many communities that have never
been served before. Clients are better served
and are grateful for the service and the opportu-

nity to access loans. Branch Managers— Leaders Serving their Communities

Digna Bernadez and Nirian Guiita come from marginal Gari-
Commercial Bank Restrictions. funa Communities in Northern Honduras. Both women

, . started working as Loan Officers for Ol Honduras 5 years
Ol Honduras” process of loan disbursements | 540 and now are Branch Managers in Olanchito and Tela.
and savings deposits for clients has been imple- | They have also become recognized leaders in their commu-
mented using commercial bank infrastructures | nities.

and services. However, the commercial banks

informed Ol that they would not be able to bring clients on their premises. Their main reason was that Trust
Bank clients were crowding their offices. This is another example of why financial services specifically
geared to the poorest are required. The poor have never been made to feel welcome in formal banks; even if
their businesses one day make them eligible clients.
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Ol Honduras identified an alternative solution to replace this process and to improve the customer service to
clients by disbursing loans in their own offices. The results have been very positive, clients feel more com-
fortable with the customer service they receive. It has also helped Loan Officers and other staff builds a

closer rapport with clients.

Converting into a Regulated NGO:

Due to changing governmental legal requirements since 2004, all micro credit organizations in Honduras are
being required to become regulated by the government. Ol Honduras waited for the last two years to make
sure that these laws are definite and has hired a consultant to better understand the organizational implications
of this change and the effect on the services to clients.

Generating Alternative Sources of Income

Patrocinia Martinez’'s husband is a fisherman,
those income from fishing depends too much on
the weather. This is why Patrocinia has become
the bread winner of the home. She runs a restau-
rant at the beach and sells the few fish her hus-
band catches.

Patrocina has accessed 11 loans from Ol Hondu-
ras to grow her beach restaurant, which generates
enough income to support 7 children (2 of whom
are orphaned relatives she is also raising).

Like Patrocinia and her husband, most families in
the coastal region of Tela, need to start small busi-
nesses to complement or replace the unreliable
and dying fishing industry of the region.

The results are that this change will require an extensive
amount of work for Ol Honduras. In the long term it will
benefit the entire organization, especially the clients. As a
regulated financial NGO, Opportunity International Honduras
will be able to increase outreach dramatically and offer sav-
ings accounts and other financial services to the poorest, such
as remittance products and leasing services.

Ol Honduras will continue to be a not-for-profit organization,
but will be required to go through annual governmental audits
and follow the banking regulations regarding organizational
structures. They will also develop credit and accounting poli-
cies and procedures to strengthen both governance and risk
management. Therefore, Ol Honduras has plans to start this
process during the summer of 2006.

Thanks to the partnership between Opportunity International
and CIDA, Ol Honduras has been able to expand its opera-
tions to Northern Honduras and offer financial services and
training to over 2,808 poor entrepreneurs, indirectly benefit-
ing 16,000 family members.

Thank you for all your support!

For more information about this project contact:




