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Abstract

Local Enterprise Assistance Program (LEAP), locateldberia, West Africa, is a
microfinance institution or organization that prd®s loans to low-income persons for business
purposes. This paper describes LEAP’s effortsomitiwely affect the lives of Liberians who
have suffered from years of civil war. After onthg the history, mission and vision, context,
and description of services provided, the papesgres some observations in which the lives of
LEAP clients have changed. The paper concluddsfagtors that have allowed for LEAP’s
success and that should be considered by anyarested in using microfinance as a tool for
ministry.



|. Introduction

Imagine that a vicious, savage war breaks out ur gountry. Your home is totally destroyed,
as is your means of earning a living. Imagine {foair spouse is brutally murdered in front of
your eyes and your daughter is dragged away, nevs seen again. Consider what it would be
like as you and your remaining children flee fougtves. You think of going to the nearest
country.Since fighting also rages there, you sketasfthe relative safety of your own distant
capital city.

After many days of walking you arrive to what i# lef this city. You are directed to a chaotic,
ill-equipped, but, at least, safer area for you aitetr refugees. You're grateful for the food,
water, clothing, and shelter provided for you,ltigtmot enough. Your children still cry at night
with hungry bellies. After a while, the indignity it all begins to overwhelm you. You've
always worked to provide for your family. Sittimdje day after day, you begin to feel worthless.

What would you want in such a situation? Would gboose endless months or even years of a
dehumanizing, never-satisfying “begging bow!"? v@yuld you prefer a “hammer” — a tool to
restart your life, an opportunity to earn your oshaily bread?

II. History of LEAP

The Local Enterprise Assistance Program (LEAPhefAssociation of Evangelicals of Liberia
(AEL) was born in 1994 out of a vision to help pleoafflicted by the civil war which ravaged
Liberia from 1989 to 1997. Liberians suffered immeely and continue to be plagued by
daunting indignities from this appalling, often baric, conflict. More than 160,000 people were
killed. Rape and mutilation were frequently usedrstruments of war. Roughly 75 percent of
Liberia’s pre-war population of 2.5 million peopere driven from their homes. Some
managed to secure asylum in neighboring coun@ies more than a half million found refuge in
the capital city of Monrovia, taxing the city’s cegces beyond its limits.

Many Liberians driven from their homes to a blefshgile existence in Monrovia just wanted a
chance to provide for themselves. They didn’t wvatish.” They didn’t even want to be
“taught how to fish.” They already had skills,emts, and energies — they “knew how to fish.”
They just needed a “fishing net” to put those &b#iinto action.

At that time, a young, recent graduate from theversity of Liberia, Bill Massaquoi, was
working as a commercial banker in Monrovia. A fgsars before, while he was still studying,
fighting had erupted in Monrovia. This had driveém back temporarily to his home in northern
Liberia. While there, he had discovered that asmaigary friend had been forced to flee and that
his friend’s house had been destroyed. While logkihrough the rubble of this man’s home,

Bill ran across some magazine articles about mitaote.

These articles had been left as garbage by therbwtho had combed through the remains.
They were of no value to the pillagers, but protete a treasure to Bill. As he sat on the



rubble and read, a vision began to develop. Couddofinance help the suffering people in his
country? Could this be done with local churchea a&y to demonstrate God’s love, bring
people to Christ, and strengthen believers’ fai@duld it be done sustainably, so that the work
would be permanent, not just a temporary “projéietit would end when donors tired of it and
moved on to something else?

When Bill was able to return to his studies in Mmna, he and his pastor started experimenting
with microfinance in their church. While some iaitresults were positive, others were not.
They felt like they were reinventing the wheel, am# mistake would lead to another. Worst of
all, they felt that their efforts seemed to be aardrop in the ocean; they didn’t have enough
money to lend to more than a handful of people.

In July 1994, they heard that the Association cditgelicals of Liberia was holding a
microfinance seminar for churches. Bill and histpaattended and met the AEL leaders and a
World Relief microfinance specialist. Soon after, LEAP washbamd Mr. Massaqoui was hired
as its Executive Director. He joined Mr. Brian debn, an African-American career missionary
to Liberia, who was then working as World Relig€suntry Directo LEAP received from a
Christian family foundatiohto get it off the ground.

LEAP distributed its first loans in 1995, and iegrthroughout the next year. However, in May
1996, the war returned to Monrovia. It had beemfioed for several years to the country’s
interior, but its re-entrance into Monrovia waslsorough that observers described it as a “melt-
down”of law and order. Like all other NGOs in Monra, LEAP’s office was ransacked, and
some of its clients and staff were killed or for¢edlee. Mr. Johnson and his family suffered
great perils and trauma, narrowly escaping witfirthees. They returned to the U.5.

Continued insecurity prevented LEAP from restaritsgperations until 1997. However, during
its dormant year, many clients fully repaid theishs and even those of fellow members who
had departed. Some clients repaid their loansoimggo the homes of LEAP staff.

One case of repayment was especially unusual. WE&R’s promoter for the Salvation
Church of God Community Bank had to flee MonroWee pastor of the church took
responsibility for leading the weekly meetings aotlecting the payments. Although pastoral
involvement in collecting and disbursing money bfien had negative results in other
countries, it proved successful in this case. The pastoedtthe repaid money in his own home

! World Relief Corporation (WR), based in Carol &tre IL USA, is the relief and development arm & National
Association of Evangelicals (NAE) of the Unitedt8& It is fully owned by the NAE and seeks tatdavork
overseas with and through evangelical churchelser26 countries in which it currently operateshds been
operating since 1946 and is one of the oldest eslanad relief and development organizations. WdRklief works
in disaster response (relief) and in developmeith Microenterprise Development as one of its aneas of
development.

2 The AEL asked Mr. Johnson also to serve concugrastits General Secretary. Although this wassuaij he
and World Relief agreed. The AEL needed the hélp‘meutral party” to recover and rebuild afteh#d been
damaged by the war and from internal, tribal-relatenflict which mirrored the fighting of the couypitself.

% The Parker Foundation.

* Since then, LEAP has had no resident expatriaistasce.

® Horror stories abound of cases where churchesthiageto directlyimplement credit programs through the pastor,
deacons or elders. This has often resulted in datheelationships between parishioners and chesthelrs, with



while insecurity continued and LEAP remained dormakfter many months, the city stabilized,
and LEAP was able to re-establish its office. phstor then brought the money he had
collected over several months, which paid off evamt of the bank’s loan. Since the largest
bank note in Liberia was worth only ten cents (UBg, pastor had to hire a taxi to transport the
two large bags full of money.

LEAP has never been well funded, and suffered dosses from the 1996 catastrophe.
Nevertheless, by the end of 1998, LEAP had stretdisdimited funds enough to recover to a
level of serving more than 2,000 clients and tfeamilies. Twenty Liberian staff served these
clients through two branches working in three “ciesi®. One hundred community banks were
operating, linked to approximately 40 churches.

By running an extremely lean operation, LEAP was &b cover 71 percent of its operational
costs during the last quarter of 1998. Growth efifidiency trends project that LEAP will pass
the level of 100% operational self-sufficiency aigri2000 and that of full financial self-
sufficiency by 2001. Its year-end 98 outstandio@n portfolio stood at $109,000.

[11. Context, Mission, and Vision

A. CONTEXT:

LEAP’s mission and vision flow out of Liberia’s cxt — its spiritual soil and its emergency

and developmental needs. Spiritually, Liberiadsmposed of roughly 40 percent Christians, 13
percent Muslims and 47 percent followers of tradiéil animistic religions. Approximately 75%

of Christians are considered evangelft8bme evangelicals, including pastors, participated

and contributed to the war’s atrocities. Animogigtween tribes was often reflected in the
church. Thus, in this spiritual climate, while agalism is a priority, it is equally if not more
important that Liberians continue to grow in thenderstanding and practice of tnangeland

of its shalom- that true discipleship occurs in which Chrissid@arn, among other things, to be
peacemakers. It is also important that spiriheglling occurs as people recover from the trauma
and indignities of the war.

In terms of its emergency and developmental ndaldsria has suffered enormously during and
since its war. Public sector infrastructure detated markedly during the war and has not been
rehabilitated. Roads are poor and frequently irsglle. Electricity, water, and sanitation
services have not been restored, even in Monroliee under-five mortality rate is 216/1,000,
the fifth highest in the world. Adult illiteracg i71 percent (a precipitous drop from only 46
percent pre-war) and life expectancy at birth isydérs. Per capita GNP is estimated at $490.

the former avoiding or even leaving their churcimesrder to avoid repaying their loans. World RE&nd other
practitioners have found that the church is bektdtewhen a local agency, like LEAP, takes respwlitsi for
handling the money and similar responsibilitiesjlevtworking as closely with the church as possible.

® In Liberia, a ‘county’ is the geographical ternm fehat in the U.S. is known as a ‘state,’ or wimatriany other
countries is called a ‘province.’

" Many churches are linked to more than one communank.

8 Sources: “Operation World” and Case Study inems with church leaders.

% Sources: Unicef’s State of the World’s Childré898, and the World Bank’s World Development tadiors
1998.




Christian microfinance provides an appropriate poerful intervention to address many of the
problems in this spiritual and developmental conté&his has been confirmed partly by
extremely high demariishown for LEAP’s services. At one point, the \wajtlist of groups

that had formally requested to participate hadhred@0.

B. MISSION AND VISION:

LEAP sees itself as one part of the Body of Christealizes that it cannot do everything, but
feels that it can contribute in many ways to furithg the Kingdom. In the context of Liberia’s
physical and spiritual needs, LEAP follows theedamission of the AEL, namely to
demonstrate God'’s love.

LEAP’s vision is to become a permanent, self-sidfit microfinance institution (MFI) with
broad and deep outreach and significant physiahisgiritual impact on people’s lives. By
achieving its mission and vision, it alsohopesttersggthen the church.

1. Permanent, Self-Sufficient Microfinance InstitutidcEAP aspires to reach a scale of
outreach and a level of efficiency that will allawo cover all its costs (operational and
financial), through program incortfe This, along with institutional factors such agrhquality
management and systems, will enable LEAP to coatwith or without additional donor
funding. Part of this vision for institutionalizan includes the goal of becoming a registered
financial institution legally authorized to captwa&vings -- a “Christian Bank for the Poor.”

2. Breadth of OutreachBroad outreach means reaching mpagple. LEAP is not content

with reaching dozens, hundreds, or even thousaingsople. With hundreds of thousands of
Liberians needing the life-transforming assistatie¢ Christian microfinance can provide,

LEAP strongly desires to reach as many of theseiohghls as possible. Specifics of this area of
LEAP’s vision can be seen below in its future gitoprojections.

3. Depth of Outreach LEAP’s vision of outreach is to reach down dgdpftargeting the
poorest of the economically active poor, primavilgmen.

4. Significant Physical and Spiritual ImpacHolistic impact is the heart of LEAP’s vision.
Although it must focus on sustainability, performmarand management, it does so with one goal
in mind — to make a difference in people’s lives.

5. Strengthening the Church (While Avoiding Harming When individual’s lives are
changed, the life of the church will be changedthis and other ways, LEAP seeks to
strengthen Christ’s Bride.A key pillar of this \asiis found in Matthew 5:14-16, which
describes the body of Christ as the light of theldvand ends with the admonition to “let
your light shine before men, that they may see gowd deeds and praise your Father in

1% High demand for freservices is, understandably, not uncommon. Haghahd for services for which clients pay
the full cost of delivering the service is anothtary. Practitioners call this a “market test'tloé service’'s impact
and of its value to clients.

" Interest and fees (if any) from clients.



Heaven.” LEAP desires that its good deeds, domemunction with local churches,
will be seen as coming from God and His Peoplevatidiltimately bring honor to Him.

LEAP has made a conscious decision not to bas@ésations in local churches, as Mr.
Massaquoi and his pastor had unsuccessfully ateshiptdo in their own church.
Instead, LEAP strives to link groups as closelypassiblewith churches, working with
them rather thathroughthem. This church-centered, rather than churdeda
relationship is felt to maximize benefits to chwgstand clients while minimizing the
damage often seen to occur when operations havedoeelucted by churches.

LEAP’s vision also includes being salt and lightteoMuslim clients so they may
become more open to the gospel, evangelism ohitsistic bank members and of its
nominal Christian clients, and discipleship of otibelievers. Another core value of
LEAP is to offer a ministry of encouragement, selaad reconciliation to all, helping
Liberians to choose shalom, to heal, and to reshmie dignity.

IV. Microfinance Services

A. METHODOLOGY

To date, LEAP has focused almost exclusively onvilhk@ge banking model of microfinance,
which it calls “community bankindg®. LEAP has conducted only very small experimerite w
solidarity groups and individual lending methodoésy

LEAP follows the standard village banking modehtifely closely, with loan cycles of four
months, weekly repayments, group mutual guaranséegped lending in future cycles, a focus
on women, and accompanying savings services. ithdilloans start at about $50. Maximum
loan sizes in subsequent cycles are linked totciianings balances. Interest of four
percent/month (flat) is charged. Like other MRIEAP charges interest not only to cover its
costs, but also to avoid cases of inadvertentlyaatificially propping up inherently unviable
client businesses by subsidizing loans to them.

LEAP has had three methodological distinctives.

1.Church-Centered GroupsMost community banks are formed in connectiothwNEL

member churches. Pastors often help groups fochttean recommend them to LEAP. When

the recommended group’s “turn” on the waiting tistnes, a LEAP promoter meets with the
pastor and the prospective members to refine thepgr Often, for example, a pastor may
suggest groups comprised only of church membershese cases, the promoter and often senior
LEAP management and AEL staff will discuss with gnespective group biblical views of
reaching out to non-church members. They willregtgp encourage pastors and church members

12| ike other MFIs in the World Relief MicroCredit Neork, LEAP uses the term “community banking” fts i
village banking activities, in order to signify bhgboor urban/peri-urban communities and rural/g#lareas.



to see this as an outreach opportufitt@roup formation and weekly repayment meetings
usually are held in or near local churches to mte\additional opportunity for interaction
between the church and LEAP’s clients. Some conitywbanks have ties to more than one
church.

2.Chaplain LEAP’s community bank leadership structuresdaiithe classic village banking
model with one exception -- in addition to the tt@aal positions of President, VP, Treasurer,
etc., each community bank elects a Chaplain. Thegp@in coordinates the group’s weekly
devotionals and similar activities during the wgakleetings. Chaplains also contribute to the
Annual Celebration in which all community banksfby participate. In 1998, more than 1,000
members participated in this event.

3.Dollarized Lending Of some interest methodologically is LEAP’s esipeentation with
dollarized loan disbursement. As noted abovelatgest Liberian bank note is worth only ten
cents (US). This has presented practical and sgquoblems. Disbursements require a volume
of money which fills up several bags. As a redtlBAP tried to disburse loans in US dollars,
which clients could then exchange on their ownliberian currency. Repayments were made
in Liberian currency, since each repayment was ooughly 1/16 of the disbursed amount and
thus presented lower problems of money “volumedwdver, LEAP had to return to disbursing
in Liberian currency, since exchanging the monéy WS dollars presented too many problems
for clients. Most of the time, LEAP’s vehicle wased to assist with transporting the funds to be
disbursed. This modus operandi wasnot seen ak fae@ever, and a more satisfactory solution
needed to be found.

TABLE 1: METHODOLOGICAL COMPONENTS

Group Size 21 (Average)

Loan Size Starting: $50. Increases in subsegnetes linked to savings.

Loan Term 4 Months

Loan Use Primarily trading and small-scale servicgs client businesses
mature, more diversification and sophisticatioatiained.

Collateral & Guarantees Mutual guarantees as epdasubstitutes.

V. Performance

A. PERFORMANCE SUMMARY

As seen in Table 2, despite extremely difficult ddions, low funding, and the blows suffered
by the program in 1996, LEAP’s performance has l@hkmnirable. It currently reaches more
than 2,000 clients and is poised to multiply thmedalth of outreach many times over in the
coming years. In the most recent quarter, intenesime covered 71% of its operating costs,
and this percentage has been increasing steadilg/AB has regained its scale and enjoyed the
economies thereof.

13 Like other MFIs, LEAP has often found that chursheave little vision for outreach, preferring ireleto limit the
community bank services to its own members.



TABLE 2: PERFORMANCE MONITORING FRAMEWORK
KEY HISTORICAL INDICATORS AND PROJECTIONS

U)

KEY Historical Projected Performance: 1, 3, 5, and 10 year
INDICATORS Perfor-
mance:
31/12/98 | 31/12/99 | 31/12/01 | 31/12/03 | 31/12/08
BREADTH OF OUTREACH
Active CB Clients 2,098 3,750 5,975 10,550 30,100
Active Community Banks 100 150 250 362 1,200
CB Loans Outstanding $109,221 $191,514| $375,480| $750,072| $4,277,00
0
DEPTH OF OUTREACH
Percentage of Women 99%% 99% 99% 99% 99%
Average Client Loan Size $85 $97 $111 $147 $260
Avg Client Savings Balance $25 $35 $46 $81 $250
INSTITUTIONAL SUSTAINABILITY
Operational Sustainability* 71% 111% 145% 166% 175%
Financial Self-sufficiency* 629 95% 111% 124% 133%
INSTITUTIONAL EFFECTIVENESS
Default Rate 1% 1% 1% 1% 1%
Portfolio-at-Risk Rate** 12% 10% 8% 6% 4%
INSTITUTIONAL EFFICIENCY
Clients/Loan Officers 17% 200 210 230 250
Portfolio/Loan Officer $9,101 $10,695| $13,461| $18,522| $26,000

*During last quarter of 1998. **>30 days in arrear

B.

on-time repayment as measured by Portfolio-at-iPgkR). LEAP’s PAR rate in the first few
cycles of a community bank is usually high, oftemfect, but then frequently gradually
deteriorates in subsequent cycles. LEAP’s cumeatall PAR of 12% reflects this. This is
partly attributed to client psychology to “do weliihd conform to the rules during the initial
period, followed by a tendency to bend the rulethag gain confidence in their place in the
program and learn what they can “get away with.”

A problem throughout LEAP’s history, which has wened recently, has been the tendency
of groups composed largely of Christians to rermgéheir payments. Such groups cite their

perception that LEAP’s assistance should be clidgitgince it is connected to the church.

ISSUES1.Repayment — Internal Factordike many MFIs, LEAP has seen a pattern of high



Although LEAP staff were unable to provide exagufies, they reported anecdotal evidence
that the on-time repayment rate of Christians ismower than that of non-Christians.

This is also partly related to LEAP’s ownershipand identification with the AEL. In fact,
all clients interviewed in the Study referred te firogram as “AEL,” not as LEAP. While
this has the benefit of increasing the perceptiat this assistance ultimately comes from
God through His People, it brings with it the cofstraditional perceptions that church-based
assistance should be charitable, i.e., free. fhin&ing is strengthened by the fact that all
other AEL ministries do not have cost-recovery austainability mandates. These other
AEL programs thus give out their assistance atasd. cLEAP is currently considering and
implementing strategies to address these issued, ibiclear that there are no easy answers.

2. Repayment -- External Factor& number of external factors have contributethis
recent deterioration in portfolio quality. Theselude:

a. Areturn of some clients to the areas fromciwithey had been displaced: Some returned
without first settling their debts. This is a rigktargeting the displaced and refugees.

b. A government initiative to forcibly move infoahsector vendors to other areas: This
reflects a lack of appreciation and understandinthb government of the role and
benefits of the informal sector. One example of tack of understanding is most notable
in the actions of the police. Police once demotishenarket area only two blocks from
LEAP’s offices and confiscated and/or destroyeddeemgoods, rendering clients
stockless and without a place of business.

3. Economic and Social Impactt is currently considered to be extremely @ik, if not
impossible, to attribute and measure client impaet scientifically rigorous and acceptable way.
One observer has described it as presenting artoatominefield of methodological

problems.*® Many efforts, most notably the five-year USAIDafled AIMS Project (Assessing
the Impact of MicroFinance Services), are beingenadhis area. However, cost-effective,
“quick and easy” accurate tools are not yet avéalad practitioners, and thus unassailable
impact reporting is simply beyond the scope of #tigly. Nevertheless, some anecdotal
observations were made that were both ordinaryuaedmmon.

a. Impact on clients has followed traditional pats in many ways, including:

i. Increased income and assets;

il Uses of additional income to improve family nutitj education, and health
care.

iii. Clients overwhelmingly cited improved householdrition as the
predominant impact on their lives. Clients in othmcrofinance programs
often cite increased access to education and heai¢h and improvements in
household assets such as bedding, roofing, smalibapes (such as radios),
and furniture. In contrast, while LEAP clients wivere interviewed
mentioned some of these, they focused on one thingd This reflects the
depth of outreach achieved by LEAP and the fundaahdife-sustaining
impact of the program. Comments such as the fatigwere common:

= “We eat now.”

14 Rich Rosenberg, “An Independent Review of UNCDFEMdFinance Activities,” p.7.



= “Before, we got some relief food, but it would roat. The hunger
time was just too long. Now (said laughing) we &t and eat and
eat.”

= “Before, | prayed to God to take my life becauskdh’t want to suffer
anymore. My children were malnourished and comlciof
headaches. When they were hungry they frownectandin’t smile.
(Now) we always have something to eat.”

»= “This loan means we won’'t go hungry.”

iv. Empowerment. Women have gained confidencesgattds in their families. As
one said, “our husbands are happy...they really aduosr’

b. In addition to these common changes, a fewratteas of impact stand out:

Restoration of dignity: The war inflicted enormodshumanizing indignities
on people psychologically, physically, spirituadlgd socially. The war
impoverished many people, even some who were webhéfore the fighting
started. Many people, according to Bill Massaqthad worked their whole
lives and all they had to show for this was losbie day....People lost their
humanity...Some were paralyzed...The opportunity tokwasrd provide for
themselves has helped people to rediscover thgitgi”

Cultivation of a sense of personal responsibiliys one pastor said, “Our
church members involved in LEAP have learned hogoltwe their personal
problems by themselves or together. They usedntedo me all the time to
solve their problems. They no longer do.”

Bill Massaquoi reflected this when he encouragetkbmaembers: “The time
for begging is past. In life, when you fall dowmu need to get back up. It's
time for us to get back up.” At the same times tiealthy sense of personal
responsibility has been mixed with a recognitiorsoid working through His
people to help them help themselves. “God hascldetpe” was a common
refrain.

Development of discipline and a view toward theifat LEAP staff, AEL
board members, and pastors all noted that manyiaisetraditionally follow
a “live for today” mentality, with little thoughof tomorrow. The
requirements for repaying loans, training on howlem, and the vehicles for
savings have combined to help bank members degetgier discipline and a
future timeorientation.

“Blessed...to be a blessing.” Many mentioned hoppyahey were now to
be able to help others with their increased incaskidls, and understanding.
“The money we earn does a lot for us, and if soreeweds assistance, | can
help,” said one. “I know what suffering is, andewhl see it | must help.”

10



VI. LEAP Ownership and Governance

LEAP’s ownership and governance is an area foramcLEAP currently functions as a
program of Access, the semi-autonomous relief awldpment arm of the Association of
Evangelicals of Liberia. Access operates undeABe’'s “Humanitarian Commission.” The
AEL itself has 1,000 member churches from 25 denations and represents 300,000 Liberian
evangelical Christians.

LEAP’s Director reports to the General CoordinaibAccess, who in turn reports to the
General Secretary of the AEL. The AEL itself, dhds very indirectly, LEAP, is governed by
the AEL’s Board of Directors. The AEL is run byagneral Secretary and its board is governed
by nine members, mostly pastors from AEL churcfieshe AEL’s Humanitarian Commission,
which oversees Access, is run by an AEL Sub-Coremitif three members.

While this structure may have contributed to thghHevel of spiritual impact described
elsewhere, it also brings severe disadvantagemidrofinance circles, this structure of
governance would be seen as extremely inappropriteh a structure may result (or have
resulted) in suboptimal performance and may hawgribaited to donor funding reluctance.

A microfinance institution, which LEAP aspires te and in many ways already is, needs to be
governed by a board which can foarsthe MFI itself and which is composed of peopl®

can contribute to this highly specialized and dedin@gnenterprise. A board has three primary
functions: 1) to advise/set direction; 2) to pd®siinancial accountability; and 3) to contribute
funds and/or to help the organization access fdhds.

An MFI board must contribute in technical and pssienal areas such as finance, accounting,
MIS, business, and spiritual ministry. Microfinanse unique and demanding field in that it
requires familiarization with the complex principland practices of the field. This can be
learned only through large amounts of time anchingi. Thus, it is impossible for a board, such
as that of the AEL, which is also overseeing myo#ter ministries and concerns, to be
composed of the right people and devote the amafuithe and energy required to govern an
MFI.

In reality, LEAP is virtually not governed at ttpsint. AEL’s board of directors is so far
removed from LEAP that it provides relatively itinput and does not and cannot possess an
appropriate level and understanding of microfinaniceaddition, insufficient supervision is
given through the AEL-Access-LEAP staffing strueturAccess’s current General Coordinator,
to whom LEAP’s Executive Director reports, is gqtiatl academically and professionally to

!> Some board members are bi-vocational pastors Veachave secular professions.

18 More specifically, a board must advise on isstmspulate policies and procedures, review actisit@pprove
annual operating plans/budgets, act as legal ciastad all assets, and ensure that funds are usdddir intended
purposes. It must also appoint external auditgripld the institution’s vision (including that siritual impact),
appoint and dismiss the Executive Director, repreee MFI to government and other stakeholderd,strive to
optimize the institution’s performance, outreaahd ampact.
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oversee LEAP. However, due to limited time anceofactors, his role vis-a-vis LEAP is
limited, as he himself described it, to “providibgdgetary control.” This is simply not adequate
for an MFI.

VII. Organizational Structure and Staffing

LEAP currently has two offices that serve threeaareThe Monrovia central office covers all of
metropolitan Monrovia and Harbel (about one hodrige east of Monrovia). A second office is
located in Bong Mines (about two hours’ drive frivilonrovia).

LEAP has twelve promoters, who report to two loapesvisors. All promoters and supervisors
are women. They report to the Executive Directlaraddition, five staff support the operations
of these fifteen operations staff, including ancastant, a secretary and others. This brings
LEAP’s total staff to twenty. With a relativelydh percentage of evangelical Christians in
Liberia, LEAP has had no problem finding evangédidar all of these positions.

However, LEAP recognizes this structure as grossiglequate to meet its present and growing
needs. LEAP’s staff needs to expand, add spesiasind vastly improve its middle and senior
level management capabilities. Among the positieeded in the near future are: Operations
Manager, MIS Officer, Training Manager and Depuiyebtor. LEAP has been unable to find
qualified evangelicals for some of these techracal middle-management positions, so they
remain unfilled. Among other things, far too muslturrently centered on LEAP’s highly
capable but much too-thinly spread Executive Doegtlacing LEAP in a dangerously
vulnerable position.

Finally, it should be noted that LEAP works closeligh the AEL’s Spiritual Ministries
department. This department is not officially pefrt EAP, but its close working relationship has
allowed LEAP to use AEL Spiritual Ministries stédir teaching, preaching, and other activities.

VIII. Spiritual Ministries

Measuring and attributing change in people’s gmtitives is even more difficult than doing so
in their economic and social lives. Neverthele€sAP clients and staff, AEL board members,
pastors, and other parties interviewed in thisysgitbwed strong evidence that God has been
able to work through the Christian microfinancevgms and structures of LEAP.

A. THE ROLE AND CONTRIBUTION OF PASTORS/CHURCHES

Perhaps the most encouraging signs of effectivésal ministry through LEAP come from the
testimonies and activities of pastdrsPastors during the study were by far the motusiastic

' When an interviewer speaks with clients or sttit/he hears positive testimonies. However, #tera of the
relationship often focuses on what could be donebeStaff speak of their need for transportatomequest
higher salaries; clients request modificationaml terms. The case study writer has found, wBAR's pastors
and with clergy in other countries, that churchpttexds are often the best source for impact infoma They see
and describe the big picture of impact on clielit®s and on the churches themselves, and dontb@gged down
during discussions on ways to tweak the methodology
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of any group interviewed. When asked about LEARS8N, one pastor described it as “a
heavenly vision...right out of the Bible.” Anotheegtribed the program as “absolutely
wonderful” for his church and spoke glowingly oétbhanges on individuals and his church. He
said “Every week during our church’s testimony tinieear praises and expressions of gratitude
to God for this assistance.”

In addition to these words, it was heartening tarloé the pastors’ profound sense of ownership
in LEAP’s activities. They see the community baaks'theirs,” in the most positive sense of
the term. They saw the community banks as intggaak of their churches’ ministries.

Spiritual impact has been facilitated by the largle that local churches and pastors themselves
play in LEAP’s activities. As mentioned above, LEAas always been careful that pastors not
play tooclose a role, becauseexperience elsewhere hasgshatwhen pastors act as promoters
(disbursing and collecting funds)churches can dlgtba hurt rather than helped. Numerous
cases exist of pastors yielding to the temptatibascome with handling money or of damaged
relationships with church members and non-members.

In spite of this risk, LEAP has desired to invopasstors and their churches as much as possible
in order to achieve spiritual ministry. Pastord ataff described their role with LEAP almost as
“agents” of LEAP, but with the vital difference tithey do not handle cash and are not “owed”
money by clients. Their involvement includes ageaof activities, including program

promotion, participation in major occasions suctoas disbursements and final payments,
troubleshooting problems (including those of repagtyy visiting clients at their places of
business, and teaching and prayer during grouptaesads and other events.

Although a small handful have abused their roleffsas by diverting money via “frontintf),
most have played roles which benefit LEAP andlients even in ways outside of spiritual
ministry. As one said “Before our women acceptltians, | remind them that this is not
LEAP’s money, it's God’s money. God will hold theesponsible. Then, if problems in
repayment occur, | remind them of their commitmeamd help them think through a solution.”
This may be one way in which Christian microfinace@ succeed in meeting the “Triple
Bottom Line.”

World Relief and LEAP use the term “Triple Bottormé&” to emphasize the three goal
categories for Christian microfinance, namely: Spiritual Impact; 2) Economic and Social
Impact; and 3) Outreach/Performance . The lattiers to measurements such as those of a)
breadth and depth of outreach — number of actieatsl, percentage of women, etc., b)
sustainability — operational and financial selffsug¢ncy; c) effectiveness — portfolio quality
indicators and others; and d) efficiency — clieams portfolio per loan officer and other such
indicators. Some observers hypothesize that GamidiFIls cannot be fully faithful to all three.
They fear that adherence to the third, which isygmortant to many secular donors and secular
peer practitioners, will inevitably compromise firat. However, World Relief and others
believe that Christian MFIs with a strong visiom &l three goals can achieve and excel in each

18 A practice in which pastors or other group orgarsanstruct clients to borrow money on their behahich they
then do not repay.
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area. The example given above of pastoral involrérm supporting repayment shows one way
in which the first area (spiritual) may actuallyadeto improved performance in the third area

This and other evidence indicates that, done inigtg way, Christian MFIs casuccessfully
work with local churches. As Mr. Massaquoi saé&ferring to the belief that it cannot be done:
“We've seen that myth overturned.”

B. STRATEGIC ALLIANCES

In addition to its alliances with churches, LEARyages other organizations in ways that address
spiritual impact. A particularly strong partnertims is the Spiritual Ministries department of the
AEL, which conducts evangelistic efforts, Bible angical studie¥, and other activities
connected to community bank meetings. Anotheni8BL Project called “Liberian

Community Recovery Project.” This project, fundgdwWorld Relief and others, provides
biblically based trauma counseling directly to treusufferers and indirectly through training-
of-trainers events and through materials developfdissemination. Church leaders and even
LEAP staff have received this training.

LEAP is also investigating other modalities, inchgla child evangelism ministry and
microfinance outreach to a new target group — éenolers. The latter, if it occurs, would be in
cooperation with the GeoTrust microfinance minigtfyPrison Fellowship International.

C. THE ROLE OF LEAP STAFF

Staff exhibited a strong commitment to integratitAP’s goals of social and spiritual impact.
Their style of service to their clients makes thesuand more like pastors than credit and savings
agents. One promoter said, “Most of our clientgehlaeen severely traumatized, sowe seek to
minister to them, to encourage them, to pray widnt and to help restore their dignity.”

LEAP’s Executive Director attributes staff caringdaconcern to the fact that many come from
social work backgrounds. However, much of thisoawn for people’s well-being must also be
attributed to his leadership by example, the gdatand means used for hiring promoters, and
training given thereafter.

1. Leadership by ExampleAn incident early in LEAP’s history illustratéisis. A World Relief
microfinance specialist visiting LEAP noted theldaling about Mr. Massaqoui:

Bill's skills in training clients and in relating them in a warm, caring way were
strikingly evident. As an example, during a groamfation meeting | observed him
starting off with a simple exercise of having egelnson introduce herself and repeat the
names of the people who introduced themselves dé&fer. Thus, Ms. 4 gave her own
name, as well as the names of Ms. 1, 2 and 3.e3ms was a newly-forming group,
many women did not know each other. By the tingy tleached Ms. 40, no one could
remember all 40 names. No one, that is, exce@ifhrwho, at the end, surprised
everyone by recalling every person's name.

19 Examples: “Christian Family,” “Christian MarriagéRecovering from Trauma,” etc.

14



This gesture was simple, yet profound. It was \e&ffgctive in communicating his
concern for each person. | watched the womenésfas he went through the room and
called out each one's name -- they were obviousighted and thrilled that he
remembered them. To me, this simple exercise camuaied to these hurting women
that they mattered to Bill...and to G8d

2. Criteria and Means for HiringLEAP is extremely selective and thorough whempginew
promoters. It usually trains about 10-12 candiddibr three weeks, during which it observes
and tests them. This training includespracticgtfivork. Management staff pay particular
attention to candidates’ people skills and dematisin of spiritual fruit. At the end, only 2-3 of
these candidates are offered permanent positions.

3. Training: Finally, staff have been formally trained by Mtassaqoui and others to increase
their ministry skills. In the last year, coursedHuman Relations, Relational Evangelism, and
Biblical Counseling have been given. These waungtiaby AEL’s Spiritual Ministries
department and the Liberia Community Recovery Rtoje

D. IMPACT

Impact is evident in a variety of ways, includimg testimonies of many who have come to
Christ through or in connection with their partaijon in the banks, and various types of growth
in spiritual maturity. Included in the latter are following:

1. Moral Lives of Individuals and ChurcheS$peaking frankly, one pastor described how
LEAP has given many women in his and other churtae®pportunity to earn an honest
living...to turn from dishonest or immoral ways ofrgwing.”

2. Reconciliation LEAP has purposely sought to contribute to red@tion among warring
ethnic group$! It has done this partly through biblical teachingneetings, but also in a
uniquely practical way -- by strongly encouragingltirethnic banks. As one staff member
said, “If a group comes to us and all its membesdram one tribe, we encourage them to
split the group into two and add others to each geswp from other tribes. We will not heal
the divisions between each tribe if we remain ssedr As one pastor summarized: “LEAP
has helped to break down barriers between triBesiple from Gio, Krahn, and Mandingo
work together in their banks. Some were in theesahurches before, but didn’t have much
to do with each other. Now they have strong retethips, more intimate. We understand
each other better, and bear each others’ burdens.”

LEAP recognizes that this “social engineering” gtels one aspect of conventional “best
practices” wisdom, which argues that MFIs shoultinftuence group composition. LEAP
also understands that groups need strong solidardymutual trust and that multi-ethnic
banks may actually show poor repayment. This waiflect LEAP’s financial performance.
Nevertheless, LEAP has consciously chosen to ateesppossible trade-off, in order to
contribute to desperately needed peacemaking iadhetry.

2 Field Trip Report, 22/2/95.
21 Tribalism has been one root cause of the armeflictdn Liberia.
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Equipping the Saints for the Work of the MinistBastors cited numerous ways in which
LEAP clients now contribute to their churches im#dmancial ways, using the increased
skills, confidence, and spiritual maturity develdgkrough participating in LEAP and
running successful businesses. This has takeead @eight off the shoulders of the pastors
and other church leaders who formerly did mucthefwork of the church themselves.

Financial Support to ChurchesPastors cited remarkable gains in church titmes
offerings. Estimates of increased church incomged from a low of 30% (for a church
with one year in the program) to highs of more th@@% (for churches with three years or
more of participation).

“Before,” said one pastor, “it didn’t do much gotmdpreach on giving tithes and offerings.
Our people didn’t have anything to give. Now tlidgy These women used to be receivers of
benevolent offerings. Now, they are the best giwermy church.” Another pastor said, “All
our ministries are benefiting from this increasedng -- our schools, our outreach activities,
our building programs...”.

. LessonsLearned

LINKING WITH CHURCHES

Working closely with local churches can worklthough horror stories abound of churches
being harmed by microfinance, LEAP’s actions indrib appear to provide at least one case
where the right combination of methodologies, pcastand people has resulted in great
benefits for churches, their members and their camties.

To make church-centered microfinance work, one culsivate a healthy, relationship with
the church which finds the right “balance” of chiramvolvement One cannot generalize
from LEAP’s experience that church-centered micrafice can successfully be done in all
contexts, in all ways, or by any practitioners.

Church-centered microfinance does not mean thaiops®r others should become the
implementers In LEAP’s case, a balance between an externaleimenting agency and
leadership of the local church was kept. This@avas important in maximizing the

benefits and minimizing the risks and disadvantagdmth. For example, pastors are

instrumental in identifying groups and are usedeasurces to encourage groups, but

promoters are reasonable for all financial transast

Many churches in Liberia, as in some other coustrad not have a vision for outreach
Instead, they prefer to limit the community banksggvices to their present members. Thus,
LEAP and other microfinance practitioners must emage churches to expand their
outreach to non-church members. This may invdieedevelopment and use of biblical
presentations on God’s heart for the lost.
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5. Microfinance can be a tool for reconciliatio.EAP has used the group structure as a means
for bringing people from different tribes togetheespite the risk that this brings to financial
performance.

B. OPERATING IN AN ENVIRONMENT OF ARMED CONFLICTIHURING AND POST)

1. Microfinance can be an alternative tool for helpimgny individuals and communities cope
with or recover from some disasters, including clempne$® LEAP has shown that many
people will willingly and gratefully accept a hang-rather than a hand-out, even when the
dominant aid mentality is one of creating dependeather than of facilitating self-reliance.

2. Introducing microfinance in a new environment, e€sgléy one dominated by a relief
mentality, requires special effortd EAP pioneered microfinance in Liberia and i e only
Liberian MFI of significant scale using sodfigractices. LEAP has had to go far beyond “mere
implementation.” It has had to take leadershipdncating local stakeholders, including other
NGO'’s, donors, and government officials, on souncrofinance practices. Often this occurs at
the most basic levels, such as the need to retoaes, to charge interest, and to cover costs.

3. In such environments, unfair competition (in whsclund practices are not used) is more
likely than in contexts where microfinance is ebsfied Poor practices of others, such as lack
of seriousness about loan collection, subsidizet@d interest, etc., can hurt a sound program’s
performance.

4. Securing funds from technical donors can be diffficudisaster-response
environmentd. EAP has had to be funded largely from World Rifiéernal fundé® and through
relatively modest grants from bilateral and mutiekal donors. LEAP has received no major
grant to-date. Relief-oriented donors argue ti2AR is a development program, while
development-oriented funders state that Liberia (aad still is) in a relief situation. LEAP has
thus fallen between the cracks of these two fundatggories.

C. LEADERSHIP

1. Medium-sized programs, with relatively few staif) & large risk if they are excessively
dependent on one leadeLEAP has been privileged to have a very capklkscutive Director,
but would be in a precarious position if he left.

2. Evangelical fellowships (such as the AEL), pararchwrganizations, and missions
agencies that own or operate microfinance prograesd adequate knowledge of microfinance
to provide effective governance, supervision, amgpsert In the case of LEAP, the danger of

% The term “complex disasters” refers to those ety or exacerbated by armed conflict.

% Note that LEAP, like other MFlIs in the World RélMicroCredit Network, uses the term “Sound Pragsicas an
alternative to the common “Best Practices.” Thiddne to indicate that one set of practices islext” for all
place and all times. Like airplane technology,akhiias improved with each decade this century,dpuactices of
microfinance are evolving, and are being appligtdintly in different contexts.

4 Such as World Relief received from the Parker Eation.

17



too much dependence on the Director is compoungéadse governance and inadequate
supervision by LEAP’s parent organizations, Acdabsria and the AEL.
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