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When someone says Latin America, the first things that come to mind are likely to be
Carnival in Rio, cocoa, coffee, Machu Picchu, maybe even the infamous late Pablo
Escobar.

Which is why we decided to devote this issue to things that Latin America is not
exactly famous for, but is in need of — social enterprise. Indeed, while most of the
world is looking to Africa and Asia for the latest developments in that industry, Latin
America is taking small but significant steps towards building institutions to buttress
social enterprise.

In the cover story, Abby Callard looks at what is going on in the socent space, and
how a few companies are making a difference, including one that has developed a
mobile phone application that allows small shopkeepers to track their inventory, one
that uses bamboo to build resilient structures for schools and living quarters, particu-
larly in areas affected by natural disasters. Additionally, there are institutions — includ-
ing a state-run one — that are helping social enterprises acquire the skills and funding
to run their businesses.

But social enterprises can’t grow until they have an environment that is conducive,
and our Top 5 section lists the easiest countries in Latin America to start and run a
business, while noting the challenges as well.

Indeed, Latin America might just be the easiest place to start a business, as the
2011 Grant Thornton International Business Report finds, with a business optimism
score that puts it ahead of North America, Europe, and even the Asia Pacific regions.

We also look at the rainforest — yup, that’s another thing that comes to mind when
you say South America — and how social enterprises might play a role in preserving
them using an eco-tourism approach. Turn to our Spotlight section to read how it is
done.

And don'’t forget to write back to us with your feedback, your opinion, or just any-
thing you want to say, at ideas@beyondprofit.com. Or you can say it on our Facebook

or Twitter pages, too.

Tanmaya Nanda

Managing Editor
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While most of the social enterprise and impact investing
spotlight remains on Africa and South Asia, Latin America
is making its own strides to develop a solid foundation in the industry.

By Abby Callard

> While the term social enter-

prise seems to be picking up
steam worldwide, much of the focus
remains on Africa and South Asia.

There are many reasons for
that, says Mark Hand, an invest-
ment analyst with First Light at
Grey Ghost Ventures. The lan-
guage barrier, cultural and politi-
cal differences all play a part in
why Latin America has been slower
to attract attention than others.

“What we’ve seen in the impact
investing space, especially the kind
of venture funding circles that we
swirl around in, is that people over-
look Latin America,” he said.

William Portilla, a senior loan
officer with Root Capital — which has
operations in Latin America and Af-
rica — says that developed countries
have a “stronger strategic political
interest” in Africa and South Asia
than they do in Latin America.

“The money that is most com-
mercially minded is most drawn
to India. The money that is most
charity minded is most drawn to
Africa,” he said. “In that spectrum,
that leaves few people that are
operating in Latin America.”

For its part, Grey Ghost has a
few investments in Latin America,
but Latin America represents a

» InVenture

“much smaller percentage than
other regions.”

On the flip side, though, many
impact investors operating in Latin
America focus exclusively on that
region. Agora Partnerships is one
example.

Founded in 2005 and head-
quartered in Washington, D.C.,
and Managua, Nicaragua, Agora
has helped 25 small businesses
get more than $2.5 million in
funding—including more than $1
million from foreign investors.
More than 4,000 entrepreneurs
have attended Agora’s educational
events in Nicaragua, and more
than 400 small businesses have
received business advice.

Ricardo Teran Teran, co-founder
and Managing Director at Agora
Partnerships, says that the sector is
growing in Latin America, and the
term “social enterprise” is starting Shivani Siroya started InVenture, an
to be better understood despite the equity-based investment and technical
varied definitions. In fact, Agora pancolipioitel dicEelihe

. “missing middle.” The company began
prefers to call its entrepreneurs a program in Mexico last fall and plans

Unreasonable Institute

“impact entrepreneurs” instead of to launch a program in Chile this fall.
“social entrepreneurs.” But, Teran InVenture allow online supporters to
says, no matter what you call it, the achieve social and financial gains

through principal repayment and profit

n i hing on. :
co SFIZLS Ea::}f g0 £ busi sharing. InVenture recently announced
n € use ol business that it would move away from a tradition-

as a force for good, and the ap- al non-profit model to a hybrid model.
plication of a business model to
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» Clinica del Pie

This foot care clinic is run by husband-
and-wife team Roberto Mejia and Zayda
Rivas. Opening with one clinic, there
are now three outlets, and the team
hopes to make the clinic a national
brand. Six years ago, the clinic received

a loan for $2000; today, they estimate
the business to be worth $500,000.

address social concerns - the two
conceptualizations of social enter-
prise that I best understand - are
definitely starting to be known,”
he told Beyond Profit. “It will take
some time to move away from what
has become traditional belief that
attacking these social problems is
done only by governments or NGOs
(non-governmental organizations)
who get financing from interna-
tional financial institutionsor
international organizations.”
“Social enterprise is still rela-
tively unknown in Latin America.
People tend to confuse it with
Corporate Social Responsibility
or sustainable development/micro
enterprise,” said Katie Storey,
Director of Communications at
NESst, which works to solve criti-
cal social problems in emerging

FOCUS ON LATIN AMERICA>>COVERSTORY

market countries by developing
and supporting social enterprises
that strengthen civil society orga-
nizations' financial sustainability
and maximize their social impact.

“(There is) Also confusion
around social entrepreneurship
which is solving social problems
in an entrepreneurial way ver-
sus social enterprise which is the
creation of a sustainable so-
cially driven business, (which is )
NESsT's focus.”

At the Ground Level
Despite its infancy, however, there
are standouts within the social
enterprise space in Latin America.
“There are many social enter-
prises that are implementing suc-
cessful ideas that have been done in
other parts of the world and doing
it directly or indirectly with some
larger organizations,” said Teran.
“This is a great way to reduce the
time to market, leverage existing
know-how and centralize manage-
ment and information systems.
Having said that, there are some
awesome models being developed in
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Latin America that I think can be

scaled to the rest of the world, and
these have a unique opportunity to
define what social enterprise looks
like coming from our region.”

Both Hand and Teran point to
Frogtek— which earlier this year
won the award for the best smart-
phone application that benefits
women at the bottom of the pyra-
mid (BOP) at the Mobile World
Congress — as an example of a suc-
cessful social enterprise emerging
from the region.

Frogtek developed a point-of-
sale application callled Tiendatek
for mobile phones to help small
shopkeepers with their finances
and inventories.

With Tiendatek, transactions
are recorded at the same time they
are made instead of doing it manu-
ally at the end of day.

Another enterprise making
strides is CO2 Bambu, a for-profit
social enterprise using bamboo as
a sustainable building material for
pre-fabricated, low-cost housing,
rural schools, and emergency shel-
ters in disaster areas such as Haiti.

Agora Partnerships/Kristin Finn
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» VegyFrut

Starting in 2006 with just three mem-
bers, VegyFrut produces high-quality,
fresh-cut fruit and vegetables that are
locally sourced through women-run
co-operatives. VegyFrut also pro-
vides information to local farmers to
help them diversity and improve their

produce. Today, VegyFrut employs 20
people as well as sources from more
than 45 farmers.

CO2 Bambu works with NGOs
and international organizations
to develop low-cost pre-fabricated
houses for areas in Haiti. In Nicara-
gua, it is completing a project funded
by Spanish NGO Junta Andalucia
to construct 84 houses in the Rosita
municipality that was badly hit by
Hurricane Felix in 2007.

Additionally, CO2 Bambu has
designed a bamboo school that
meets the requirements of the
Nicaraguan Ministry of Education
and will be implemented to reduce
the deficit of schools in rural areas.

Building Capacity
While an enterprise success story
can do much to inspire future en-
trepreneurs, organizations working
to build the foundation of the sec-
tor and provide community, advice
and capacity-building are needed.
Hand points to three “hubs”

FOCUS ON LATIN AMERICA>>COVERSTORY

that are developing the space: New
Ventures in Mexico, Start-Up Chile
and Agora in Nicaragua.

New Ventures, an initiative
of the World Resources Institute,
operates worldwide and has been
active in Mexico for over a decade.
It focuses on green businesses,
with protfolio companies that work
in biodiversity conservation, water
management, natural resource
conservation, energy efficiency and
pollution and waste management.

Start-Up Chile is an initiative
of the Chilean Government with
the stated goal of ‘converting Chile
into the innovation and entrepre-
neurial hub of Latin America’.
What’s unique about it is that it
aims to attract foreign entrepre-
neurs to bring their ideas to Chile,
giving a $40,000 subsidy last year
to 23 teams from across the world.

From 2006 to 2010, Agora ran
the Launching New Ventures in
Nicaragua program that provided
enterprises with strategy consult-
ing and technical assistance. The
Agora Accelerator program aims to
relieve bottlenecks in the pipeline
between entrepreneur and funding.

How to Strengthen the Sector

In many respects, the Latin
America market faces the same
challenges as the more developed
social enterprise sectors in Africa
and South Asia: access to funding,
scalability and sustainability.

“The key will be figuring out
the two-headed monster of sustain-
ability (enough cash-flow to cover
costs and be able to reinvest) and
scalability,” said Teran. “Eventu-
ally, you will see, I think, what will
look like a wave of mergers and ac-
quisitions, where players will join
forces and consolidate themselves,
some will disappear, others will get
stronger, and I don't think thisis a
bad thing.”

Storey of NESst said there con-
tinues to be the lack of an enabling
environment for social enterprises.
The sector is further hobbled by
the lack of long-term funding, a
paucity of capacity-building, un-
realistic impact expectations from
donors, and the lack of financial
instruments, including soft loans
and equity.

“Social enterprises are not on
the radar of most donors,” she said.

A few things that can strength-
en the sector, Hand says, are local
seed stage funds as well as local
groups of angel investors.

“There’s a general lack of early
stage investing in the region and
in a lot of ways, the development of
[commercial investments] would do
a lot for the development of early
stage impact investing,” he said.

Teran sees potential in both
new technology and the youth in
the region.

“Technology innovation is being
harnessed by the private sector
and civil society to lower costs and
increase the quality of services,” he
said.

He thinks that eventually, as
the sector grows, we will see the
region’s top talent seeking out
opportunities in the space as you
currently see in both Africa and
South Asia. &
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A tourist group takes a boat ride in Tambopata.

>> In 2008, the Tambopata
region of southeastern Peru
— located in the southwest Amazon
eco-region and the Tropical An-
des biodiversity hotspot — boasted
37 ecotourism operations based
around the Tambopata National
Reserve.

Industry in the area traditional-
ly revolves around slash-and-burn
agriculture, cattle ranching, Brazil
nut extraction, timber extraction,
alluvial gold mining and private re-
serves, but the area is increasingly
taking advantage of the ecotour-
ism market — estimated by a 2010
report at $28.8 billion a year in
developing countries alone.

The report, titled The Market
Triumph of Ecotourism: An Eco-
nomic Investigation of the Private
and Social Benefits of Competing

FOCUS

_Ecotourisis a booming industry in
Latin.America, especially in the

Tambopata region-of southeastesn Peru.
_But is it the best use for limited land?2

Land Uses in the Peruvian Amazon,
addressed the question of whether
ecotourism was the best possible
use of land, using Tambopata as a
case study.

It found that the net present
value of ecotourism-controlled
land is higher than all currently
practiced alternatives. The authors
concluded that ecotourism is the
“single most valuable use of tropi-
cal forest” in the area.

One such ecotourism company
is Rainforest Expeditions, which
has been active in the region for
almost two decades. The firm takes
13,000 people to the Amazon annu-
ally through three lodges: Posada
Amazonas, Refugio Amazonas, and
Tambopata Research Center.

“Essentially, the business side is
ecotourism, Amazon immersion expe-
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rience,” said co-founder Kurt Holle.

But the company takes it one
step further. Its Posada Amazonas
lodge is jointly owned by Rainfor-
est Expeditions and the Ese-Eja
community of Infierno. The part-
nership started in 1996, and the
lodge opened in 1998.

The local community owns
a 60% majority stake while the
remainder is held by Rainforest
Expeditions. The company and 10
community representatives meet
every month to discuss operations.
Holle estimates that 80% of the
jobs created by the venture are
held by community members.

“We connect our business op-
erations with our communities,” he
said “We lease it from the commu-
nity; we manage it with the com-
munity.” &

Rainforest Expeditions
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The Doing Business 2011: Making a Difference for Entrepreneurs report ranks
183 countries on nine parameters: starting a business, dealing with construction
permits, registering property, getting credit, protecting investors, paying taxes,
trading across borders, enforcing contracts and closing a business. Beyond
Profit looks at the top five Latin American countries for doing business.

By Abby Callard

Puerto Rico ranked 47th overall and 16th for
starting a business—ranking 1st in the Latin
America region. Although doing business
became slightly easier over the past five
years, it became more expensive: Puerto Rico
introduced a surtax of 5% of a company’s tax
liability in addition to the regular corporate

1 income tax.
Mexico ranked 35th overall for ease of 3

business and 67th for starting a busi-
ness. Since the last report in 20086,
Me>.<|co Igunghed online busmes.s Colombia ranked 39th for business ease and
registration, improved construction . . s

e L ) 73rd for starting a business. Colombia’s highest
permitting and reduced administrative . e .
work with increased options for online ranking came in investor protections where

P it ranked 5th worldwide. Colombia was the
most improved country in Latin America. In the

past five years, Colombia also improved the

payment and accounting software. The
corporate income tax and cash deposit

electronic verification of pre-building certificates
eased that construction permitting.

rates were raised increasing tax costs to

companies.
Chile ranked 43rd overall for ease of business

Peru ranked 36th overall for business

ease and 54th for starting a business. and 62nd for starting a business. Chile also

In the past five years, Peru introduced introduced an online registration system. Inves-
procedures at the land registry that cut tor protections were strengthened through an
the time it took to register a property in amendment to the securities law. This amend-
half. The country also simplified operat- ment requires greater corporate disclosure and
ing license requirements and created regulates the approval of transactions.

online business registration.
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If the economic
story of the last decade
was about the BRICs ...
the next decade will be

about Latin America.

Ed Nusbaum, CEO,
Grant Thornton International

\-/
-
v

y

tlook

In 2011, for the first time, the Latin America region
topped the Grant Thornton International Business
Report on business optimism.

By Abby Callard

Latin America topped the

business optimism chart on
the 2011 Grant Thornton Interna-
tional Business Report (IBR) with
+70%, a statistic that is significant
when compared to the score of
other regions — +50% in Asia Pa-
cific, +26% in North America and a
mere +22% in Europe.

The annual IBR report, which
surveys 11,000 businesses in 39
economies, measures the percent-
age balance of businesses that
indicated optimism against those
that indicated pessimism in a sur-
vey. The highest score a country

can receive is

e |ndia +100%; the low-
e Brazil est, —-100%.
razl The top
South Africa  country this
— Mexico year was Chile
with +95%
== China — Chile also
Russia topped last

year’s results
at 85%. Other
top countries
in Latin America were Brazil with
+79%, Argentina with +70% and
Mexico with +64%. Brazil is also
among the four fastest growing
developing economies in the world,
the others being Russia, India and
China, collectively referred to as
the BRIC countries.

By way of comparison, India

United States
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scored +93%, South Africa +64%,
China +42%, Russia +35%, the
United States +23%, the United
Kingdom +8% and Spain -50%.

"The region as a whole is
expected to see GDP growth of
around 4% in 2011 and if the cur-
rent business confidence trans-
lates to widespread, sustained
growth, the next decade could see
Latin America truly realize its po-
tential,” said Ed Nusbaum, CEO
of Grant Thornton International.
“If the economic story of the last
decade was about the BRICs, these
results suggest the next decade
will be about Latin America."

Brazil recently won its bids to
host both the 2014 FIFA World
Cup for soccer and the 2016
Olympics. The effects from those
events are impossible to ignore,
Nusbaum said.

"The success and growth of
Brazil has a big impact on its
neighbors. The country’s sus-
tained economic growth, which
is forecast by the IMF to be
7.5% for 2010, is buoying the
region and spreading optimism
to neighbors in Chile, Argentina
and Mexico,” he said. “These
events will provide a real eco-
nomic boost for all of Latin
America and that has undoubt-
edly translated into a sense of
confidence and optimism.” T
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Pablo Handl, Co-Founder
of the HUB Sao Paulo
(Brazil), and Julieta Villa-
cana, Coordinator at the
HUB Oaxaca (Mexico),
share their experiences
and views on the social
enterprise landscape and
its future in both countries.

By Nisha Kumar Kulkarni

What is the state of social

entrepreneurship in your

countries?
JV: The scene of social entrepre-
neurs in Mexico is gaining momen-
tum, but in Oaxaca, the term itself
is not well known. The people who
work for social transformation [do]
not yet see clear value in social
entrepreneurship, as [the] idea of
being able to live [off] social trans-
formation is still under discussion
and [a] conflict within organiza-
tions and among traditional activ-
ists, [who] have [spent] more time
working [towards] change, at least
in our state.

PH: The ecosystem around social
entrepreneurship in Brazil is rich
and reaching a new level of sophis-
tication. However, there is a weak
legal framework and public policy
support for entrepreneurs. The
investment landscape is not ready
to invest in ideas yet. Most invest-
ments are made in up-and-running
social enterprises.

12
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Pablo Handl

What areas of engagement are
among the more popular?

JV: The most popular areas for
social action remain the philan-
thropic and charitable activities,
such as rehabilitation of children
with disabilities or food banks. The
most important need is to combat
poverty through the promotion of
productive projects, employment
generation and community initia-
tives. Oaxaca has good examples,
as [with] the case of Pueblos Man-
comunados of the Sierra Juarez,
who have taken advantage of their
natural resources sustainably for
the benefit of their communities for
over 20 years.

PH: Popular areas are education,

health, security and community
organizing. However, I recently
learned from Teto para meu pais,
an exceptional NGO that has its
origins in Chile, that in Brazil we
still have millions of families who
live in inhuman conditions. Habita-
tion is an area that needs urgent
intervention.

What were the challenges in start-
ing and maintaining the HUB?

JV: Our biggest challenge has been
to adapt the European model of the
HUB to Latin America. It was a dif-
ficult job to get people to recognize
the value of working in a shared
space, as our culture does not see
much value in networking efforts.
We have tried to address this
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challenge by giving importance to
personalized and customized advice
and monitoring, accompanied by
members of our community and its
links with other members.

PH: Our first challenge as a HUB
was to prove that the concept of a
social enterprise is worth prototyp-
ing. Against most recommenda-
tions, we opened a simple limited
company with a social purpose.
Soon, we realized we have made
the right choice, being able to ac-
cess a variety of [financing] such
as angel investments, loans and
recently even equity to expand our
business model.

What was the thinking behind
bringing it to your country?

JV: Oaxaca is a place with many
opportunities for social work, as
we are the poorest state in [Mexi-
co], and we have the lowest edu-
cational levels. There are a lot of
people and organizations working
to find solutions to these problems,
but most are disconnected from
each other, which [means] their
actions do not have the impact
due. Start[ing] a HUB in Oax-

aca was able to bind people who
normally would not work together,
as their areas of action are not, in
principle, related.

PH: [In 2005,] I decided to try my
luck and bought a one-way ticket
to Sao Paulo. I felt that it was

not a city; it was a country and
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Julieta Villacafia

it was fragmented. There was no
culture of inter-disciplinary or
inter-cultural sectorial innova-
tion happening. I heard about the
HUB from friends who lived on
London, and Maria Glauser came
to Sdo Paulo. We asked people
‘What’s your dream, project

and business? What do you need
to make it happen? Could the
HUB be the place for that could
support you?’ After two weeks
Maria left and I continued ask-
ing these questions to over 200
people [over] 12 months. I found
out what people really needed to
make things happen was courage
and peer support.

How large are your operations?
PH: The HUB space offers a home
for 200 entrepreneurs and innova-
tors. All of them participated in
some form of activities the HUB
developed, such as the start-up lab
or the HUB school.

JV: We are the first HUB in Mex-
ico. We have a year and a half op-
erating [in the] space and forming
our community. The HUB is not
an incubator for social enterprises.

We make connections and advise
our members on their interests.
However, we are not in charge of
making and incubat[ing] projects
to takeoff or consolidation.

How has the HUB affected the
social enterprise landscape in
your country?

JV: At the moment we don't have
the biggest impact, even though

we have begun to generate further
discussion, to show new ways of do-
ing things, creating spaces of trust
for community work.

PH: We have been among the
first to create a company instead
of an NGO (non-governmental
organization) in Sao Paulo and
resisted most recommendations
to open an NGO. We have crowd
funded part of our needed in-
vestment, from donations, social
loans and bonds, and we have
brought equity investors all in
the same company. Therefore,
the HUB sees itself as a pioneer
in bringing awareness that it is
possible to consolidate a variety
of investors and business models
in a social enterprise. &
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A mobile hospital business
model in Brazil shows

it is possible to provide
high quality, specialized
healthcare to the bottom
of the pyramid.

By Nisha Kumar Kulkarni

of Brazil, the country’s most
serious health threats are child-
hood mortality, maternal mortality
and non-communicable diseases.
Under Brazil’s 1988 Federal Con-
stitution, all citizens are entitled to
free medical assistance at the point
of need from both private and pub-
lic healthcare providers. However,
the country’s healthcare system
is such that private sector players
manage the majority of medical
services, including government-
subsidized in-patient care.

As with other developing
countries with sizable populations,
Brazil’s public healthcare system
is overburdened. A short-supply of
doctors, medical equipment and
medications have created a health-
care crisis wherein patients find
themselves waiting months and
in some cases, years, for appoint-
ments and complicated procedures.

It was the state of Brazil’s
healthcare system that inspired
Dr. Roberto Kikawa, a renowned
gastroenterologist in Brazil and
2011 winner of “Social Entrepre-
neur of the Year,” to launch his
social business called Projecto
CIES., which provides affordable

>> According to the Government
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Dr. Roberto Kikawa accepts the 2011 Latin America Social Entrepreneur of the Year Award from the

Schwab Foundation.

healthcare by offering free services
in 10 different medical specialties
to low-income communities via a
mobile health center.

The mobile hospital is not a
new concept, but Dr. Kikawa has
designed an innovative business
model that seems to be working.
Generally, other “hospital in a van”
services in Brazil are focused on
providing medical services in only
one particular specialty, which may
or may not serve the main medi-
cal concerns of a community. They
also are not able to provide long-
term, low-cost care to the bottom
of the pyramid.

What makes Projecto CIES
unique is that it subscribes to a
self-sustaining shared manage-
ment model whereby the provided

medical services are based on Bra-
zil’s national healthcare system,
and the model complements exist-
ing government programs. Each
mobile hospital is equipped with
advanced technology to facilitate
different services. Through ques-
tionnaires and physical examina-
tion results, the mobile hospitals
profile local healthcare systems,
the results that are then used to
develop a specific health manage-
ment strategy for that particular
community.

To date, Project CIES has been
able to serve more than 24,000
people in 15 cities across three
different Brazilian states, and
medical vans have been sold to
other countries in Latin America
and Africa. ¢
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