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RESULTS PACKAGE and FRAMEWORK
for

USAID/G-CAP's Strategic Objective 4
INCREASED RURAL HOUSEHOLD INCOME AND FOOD SECURITY

I INTRODUCTION

A Background

Guatemala IS one ofthe poorer countnes m Latm Amenca, ItS annual per capita mcome of$I,340
ranks 14th ofthe 18 Spamsh-speakmg countnes ofCentral and South Amenca and the Canbbean More
than 70 percent ofthe population IS classified as hvmg m "poverty," and poverty IS espeCIally prevalent m
rural areas, where an estimated 80 percent ofthe populatlOn hves m poverty I An extremely accldented
topography, poor commumcatlOns and transportatlOn, poor land quahty and uneven dlstnbutlon ofland,
and hmIted servIces have kept substantIal elements of the population m extreme poverty Throughout rural
areas a substantial mInonty ofmdlgenous populations hve on the margms of society

A 36-year mternal CIVil "ar exacerbated the natural econOmIC depreSSIOn ofthe rural areas Entire
Villages ceased to eXist, eIther as a dIrect result ofthe vlOlence or through abandonment to flee the Violence
The servIce mfrastructure of rural areas was severely affected by the Violence

In 1996 the Government ofGuatemala (GOG) and the Umdad RevoluclOnana NaclOnal
Guatemalteca reached an agreement to end the COnfliCt, restonng a semblance ofpeace to rural Guatemala
and permIttmg efforts to reconstruct the rural economy One ofthe results ofthe peace settlement IS an
mcreased problem ofpoverty m the conflictive areas as mcreasmg numbers of returmng refugees and
dIsplaced populatlOns have settled m remote areas that lack even basiC services and mfrastmcture At the
same time, however, Guatemala's Fmal Peace Accords lay the foundation for the transItion to peace
through sustamable development programs The Accords offered USAID-G/CAP the opportumty to
reahgn rural developmentlmcome projects to achieve greater sustamablhty workIng With local
orgamzatlOns and government agencies m geographic areas long neglected dunng the mternal COnfliCt

IU S Agency for InternatlOnal Development, Latin Amenca and the Canbbean Selected Economic
and SOCIal Data, 1997, U S Agency for International Development Washmgton DC, September 1997
Table 28, P 18
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B USAID/G-CAP Role

WIth the slgmng of the prelnnmary peace accords for the "Resettlement ofUprooted Populations"
and "IdentIty and R.J.ghts ofIndigenous Peoples" between the Umdad RevoluclOnana Naclonal
Guatemalteca (URNG) and the Guatemalan Government m 1995, the MIssIon wanted to demonstrate that
the US Government was prepared to respond qUickly to the Government ofGuatemala (GOG) mthe
resettlement and reconcibation process and, secondanly, dlustrate that programs to asSiSt target
populations can also result m sustamable, productive actiVities

DemonstratIOn ofboth became the CommumtIes m TranSItion (CIT) program, winch was deSigned
to asSiSt the reconclbatlon process of refugee and displaced populatIOns Wlthm their settlement commumties
m two ofthe most conflictive and Isolated areas ofthe country - the Ixcan, QUIche, and Banllas,
Huehuetenango Two grant actiVities funded under this program focused on mcreasmg econOmIC
opportunitIes as a means to encourage remtegratlOn ofrefugee and displaced populatIOns With theIr "home"
commumtIes Development ofeconOmIC opportumtles mthese areas was compbcated by IsolatIon and, for
the Ixcan, bmtted agncultural or other economtc potentials These constramts motivated the MIssIon to
focus pnmanly on Issues ofstablhty ofthe society m these depressed areas whde Identlfymg ways to
mcrease sustamablbty ofthe productive actiVities

With the slgmng of the Fmal Peace Accord m December 1996, the USG COmmttted $260M m
support over a four-year penod Approxunately $100 mtlhon ofthts commttment directly supports the
lmplementatlOn ofthe Peace Accords In 1997 the MISSion Signed a speCial Peace SpO Agreement With the
GOG In early 1998, the MISSIOn's Peace program redefined ItS mdlcators m support ofthe Peace Accords
Intennedlate Result (IR) 3 became "mcreased sustamable productive actlVltIes through access to credit and
trammg for mIcroentrepreneurs and small scale fanners m ex-confltctlve areas" ActlVltles under CIT
were mcorporated mto the Peace SpO Agreement under IR 3, and four additional actlVltIes added by the
Peace SpO Team (a) vocatIOnal educatIOn, (b) mcreased credtt fundmg for the productive actIVities, (c)
productive electnclty, and (d) pnvate sector mvestment support The MISSion also Imtlated a program
under the eXlstmg Maya BIosphere Project (MBP) framework to fund productive actlVltles for returmng
refugees and dtsplaced populatIOns that were settlmg m buffer areas ofthe Maya BIOsphere Reserve Thts
project mcludes land tltbng, non-extrusive forest product development, and mlcroenterpnse development to
remove pressure on the land

The FY97-2001 strategIC plan for USAID asSiStance to Guatemala (Peace m Guatemala
InclUSIOn, Local Empowennent and Poverty ReductIOn) proVided for a StrategIC Objective entitled Poverty
Reduced In Selected GeographiC Areas (PRSO) This PRSO conSisted of3 mtennedtate results (a) IRI
- Incomes ofRural Poor Increased, (b) IR2 - Improved QUality ofand Expanded Access to Intercultural
BIlmgual EducatIOn, and (c) IR3 - Improved Access to Food for the Extremely Poor Partlclpatmg m Food
Aid ActiVities

C Proposed Income GeneratIOn Strategic Objective

The MISSion now recogmzes that the PRSO IS too unWieldy, and It has been difficult to develop an
mternally consistent results package framework In ItS most recent Guatemala FY 1997-2000 R4 reVIew,
AID/W mdlcated the need to put m place a complete results framework, mcludIng the Identrficatlon ofmore
appropnate mdlcators and estabbshment oftargets by the next R4 submISSion AID/W also wanted to see
a better explanatIOn ofthe relatIOnship between the Peace SpeCial Objective and the PRSO
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As a result, the MIssion has deCided to separate the Bl1mgual Education portion ofthe PRSO mto a
separate and mdependent SO, and to combme the remammg mcome generation and food aid mtermedtate
results mto a new, mternally consIstent, Income GeneratIon SO Thts decISIon recognIzes that poverty
reduction IS a much htgher level ObjectIve that most MISSIon programs contnbute to rather than a
separately Identifiable ObjectIve

The MISSion's StrategIc Objective Agreement (SOAG) With Government ofGuatemala, Signed m
September 1997, chd outlme USAID efforts to reduce poverty through mcome generation actiVities It chd
not, however, mcorporate mcome generation efforts bemg financed under the Peace Special Objective and
the Title II program The results framework for thts new Income Generation SO mcludes the Peace SpecIal
ObjectIve and TItle II actiVities, and mcorporates the 2 years of results achteved to date under all mcome
generation actiVities After the new SO results framework IS shared With AIDIW and partners, a new $112
ml1hon Income Generation SOAG Will be Signed With the Mtnlstry ofAgnculture (MAGA) and Mtnlstry of
Economy (MINECON)

The MISSion Will explore With MAGA and MINECON the possIblhty of mcludmg CIVIl society
partners as signatones to thts SOAG MAGA IS currently workmg With orgamzatlons such as the NatIOnal
Coordmator of Campesmo Organizanons (CNOC) and the Camara del Agro (through Its Nanonal Councl1
for Agncultural Development - CONADEA) to Implement Its rural development strategIes There IS also
the possIblhty ofmcludmg the Small and MedIUm Busmess Federation (FEPYME) as a partner m the
SOAG

II STRATEGIC OBJECTIVE

A Objective

The pnmary obJecnve ofUSAID/G-CAP's actiVities m thts area IS to mcrease the capacity ofa
SIgnIficant number ofpoor rural faml1Ies - partIcularly women and the mdlgenous - m selected areas ofthe
country to Improve their econOmIC conchtlOn Merely mcreasmg mcome levels IS not suffiCient, however
USAID/G-CAP IS mterested m helpmg poor rural famihes develop mcreases m mcome that are sustamable
mto the future temporary or short-term mcreases m mcome would not be conSidered a program success
This objective can thus be stated more speCifically

To achieve sustamable mcreases m household mcome andfood security for a slgmficant
number ofthe rural poor m selected geographiC areas ofthe country

Improvements m mcome can be eVidenced chrectly by actually measunng changes m mcome,
savmgs, the occupational status ofprogram beneficlanes, and through mdicators of soclo-econOmIC
Improvements Broader mchcators of sustamed mcome growth mthe target geographtc areas can be found
mthe mcome, occupatIOn, and soclO-econonuc mdlcators ofhousehold surveys Increases m food secunty
can be measured by changes mthe nutntlOnal status ofchtldren between the ages of 6 and 18 months
Increases m mcome alone do not ensure Improvements m chtld nutntlon NutntlOnal educatIOn must go
hand m hand With mcreases m famIly mcome to ensure sustamable mcreases m household food secunty
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B Geographic Focus

SIX ofthe country's poorest departments have been IdentIfied for the II11plementation of mcome
generatmg actIVities Clumaltenango, Huehuetenango, QUiche, Alta Verapaz, Baja Verapaz, and the
Peten These areas are poor because ofa combmatIon of factors - Isolation, difficult terram, hmIted
mfrastructure, CIVIl COnflICt, lImIted marketmg opportunitIes, lImIted human capItal, and lImIted
mstItutlOnal presence

According to Guatemala en numero~, these 6 departments have approXlIllately 27 7 percent of the
country's population

Department PopUlation

ChIIllaltenango 407,850
Huehuetenango 818,047
QUiche 567,327
Alta Verapaz 707,427
Baja Verapaz 198,738
EI Peten 291,454

Totals 2,990,843
Percent ofTotal 274

More Important, these departments fall mthe lower half, and even lowest thud, ofthe country's 22
departments m terms ofbasIC mdicators ofhuman development (lOR), SOCIal development (IEOS), and the
status ofwomen (10M)

Department Rank Order

IDH IEDS IDM

Chunaltenango 13 12 14
Huehuetenango 18 19 17
Quiche 21 21 18
Alta Verapaz 22 22 20
Baja Verapaz 12 17 7
EIPeten 9 15 11

Withm this general focus area, the MISSIon Will concentrate on 12 key populatIon centers
mumcipalIties and commumties - to measure the Impact ofMIssIon supported actIVitIes The 12 towns
tentatIvely Identified for program focus are San Martm JI10tepeque and San Jose PoaquI1 m
ChIIllaltenango, Santa Cruz Banllas and San Mateo Ixtatan mHuehuetenango, Ixcan, NebaJ and Santa
Cruz de El QUiche m QUIche, San Pedro Carcha and ChIsec m Alta Verapaz, Rabmal m Baja Verapaz,
and San Jose and the La Libertad-El NaranjO comdor m the department ofEl Peten (see Map) These

2Anahte S A and Global InformatIon Group, Cromca semenal Guatemala en numeros, 1998, Agosto
de 1998, p 16
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twelve market town growth centers were Inltlally selected on the basIS ofsecondary SOCIo-econOmIC
mformatton and field knowledge ofthese areas as possessmg the SOCIo-econOmIC Infrastructure and
commumty support that would penmt rapid development With an mfuslOn ofexternal resources Also, the
final selection ofmarket towns may change as additIonal mformation IS gathered as part ofthe MIssIon's
mcome generatlOn program

Although most ofthese market towns are capitals ofmumcipahtles, program focus is not confined
to the POhtlcal boundanes of the mumclpahtIes themselves, but rather to the geograpluc area of mfluence of
the market towns TIns mfluence may constitute an area smaller than the mumcipallty itself, or it may
extend mto nelghbonng mumclpahtles Several ofthe market towns are located near envlfonmentally
protected areas, and the MISSion's actIVities m these towns Will be planned to lDlprove local farmmg and
busmess practices to mInlmIze damage to these sensItIve areas

ProjectIons ofcurrent populatIOns based on the 1994 census and more recent departmental
estunates mdicate that these 12 mUniCIpalIties have a total population ofnearly 600,000 people, or about 6
percent ofthe populatIOn ofGuatemala 3 TakIng an estunate of6 persons per household, there are nearly
100,000 households mthe target geograpluc area The vast maJonty ofthe households are clasSified as
rural - that IS, as reSiding outside ofthe targeted market towns

Population Households
Department and MuniCipality

Total Urban Rural Total Urban Rural

Chunaltenango
San Jose Poaqul1 20,480 5,671 14,809 3,413 945 2,468
San Martm Jl10tepeque 56,848 8,070 48,778 9,475 1,345 8,130

Huehuetenango
San Mateo Ixtatan 29,730 3942 25,788 4,955 657 4298
Santa Cruz Banllas 57013 7,639 49,374 9,502 1273 8,229

QUIche
Santa Cruz del QUIche 49,577 18,602 30,974 8,263 3,100 5,162
NebaJ 43,881 11,866 32,015 7,314 1,978 5,336
Ixcan 49,947 3,370 46,577 8,325 562 7,763

Alta Verapaz
San Pedro Carcha 133,422 11,234 122188 22,237 1,872 20,365
Chtsec 63,551 6,865 56,686 10,592 1,144 9,448

Baja Verapaz
Rabmal 30,846 7,906 22,940 5,141 1,318 3823

E1Peten
San Jose 3,327 1249 2,078 555 208 346
La Llbertad-NaranJo 55,131 5,224 49,907 9,189 871 8,318

TOTALS 593,753 91638 502,114 98,959 15,273 83,686

Concentratmg asSIstance mthese selected areas mcreases the prospect ofacceleratmg the rural
transformatIOn process and bnngmg about sustamable local econOmIC growth and development By
attackmg the problems of rural poverty m a hooted geographIC area from multIple perspectives, DSAID/G
CAP's asSistance wIll systematically reduce the transactIOn costs to access financmg, technical asSIstance,

3These are very rough estImates The 1994 census is conSidered flawed, and the areas have been
subjected to conSiderable mIgratIOn smce the sIgnmg of the Peace Accords These mternaloograttons are
not captured m the prOjectIOns
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marketmg systems and mfonnatIon, transport, Imported mputs, external markets and legal and land transfer
seMces EconomIes of scale and mstltutIOnal efficIency can be achIeved by concentratmg efforts rather
than dIspersmg actlVltles across the country In addItIOn, raIsmg mcomes ofdIverse elements ofthe
populatIOn can generate synergies and economic mteractIons that can produce the cntical mass needed to
sustam econOmIC growth and development

C Target Beneficiaries

Target beneficlanes for MISSion actIVities m mcome generation are broadly defined as the rural poor,
With specific emphasiS on women and the mdIgenous, Wlthm selected areas ofthe country's poorest
Departments, namely Huehuetenango, the QUiche, Alta Verapaz, Clumaltenango and the Peten These
groups generally have limited education, low mcomes, and poor nutntIon, are food msecure, and have
lImited or no access to needed commefClal credIt and other support for agncultural production or famtly
owned busmesses

USAID/G-CAP Identifies three speCific subsets ofthe populatIOn Wlthm these speCific geographic
areas

• extremely poor famtlIes requmng baSIC assistance to SUTVlve,
• small-scale fanners engaged m productIOn for sale m commercial markets, and
• mlcroenterpnses posItioned for commercIal growth and expansIOn

TIns customer group can also be descnbed as conslstmg ofthree economic ners those who lIve m
extreme poverty, those who are engaged m subSistence or sUTVlval economic actiVities, and small producers
and fanners who are ready to compete m established markets Small fanners and mlcroentrepreneurs
targeted by the MISSion's Income Generation Program mthe targeted areas generally fall mto the latter two
tiers Through a vanety ofefforts, the MISSion seeks to help each ofthese groups move upward through
the economic tiers to full partiCipation m the market economy

Subsets
Tiers

Extremely Poor Small Farmers Microentrepreneurs

Competing Producers X X

SubSistence Economic X X
ActIVIties

Extreme Poverty X

The MISSIOn's mcome-generatlOn strategy recogmzes that the overwhelmmg presence ofextremely
poor people throughout the country mandates targetmg of some resources as temporary welfare, food
secunty and basiC mcome generation actiVities The MISSion addresses these needs through Its Food AId
program through 4 mternanonal Pnvate Voluntary OrgamzatIOns (PVOs) The MISSion's mcome strategy,
by focusmg the Food AId program With the extremely poor, supports rural poor famtlIes move upward
through the tiers, from subSistence or sUTVlval actiVities to prospenng busmesses and sustamably
productive fanns, With the latter two categones - small agncultural producers and famtly- owned
busmesses With a realIstiC pOSSibIlity to grow and prosper The MISSion's mcome strategy also recogrnzes
that while food access IS enhanced by mcreases mhousehold mcome, Improved utilIzation through nutntIOn
educatIOn IS necessary to ensure that malnutntlOn doesn't occur With children of 6 to 18 months

6
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D Targets

By the year 2001, the MIssIOn estunates that 50,000 poor fanuhes - 25,000 small fanners, and
25,000 nucroentrepreneurs - m the target market town areas wIll have benefitted dIrectly from actIons
under thIs program related to mlcroenterpnse and small fanner development, and another slmIlar number
WIll have benefitted mdIrectly through contacts WIth dIrect program participants In addItion, 50,000
extremely poor rural fanulles mthe SIX departments Will have benefitted from Title nprogram actiVities 4

SpeCific targets for accomphshment ofthe strategic objective are

SO-Level Targets (maleifemale,MavanILadmo)
• Increased average annual household mcome ofat least 20% m the selected

geographIc areas,
• Improvements m IEDS, IOH and 10M mdIcators5 for the selected geographIc areas,
• Improvements m general economic status of the selected geographic areas as

mdlcated m household surveys,
• Reduction m number offood-msecure familIes m the selected geographIc areas,
• Number of stunted chIldren 24-59 months mthe selected geographIc areas reduced

by 30%
• Increase m the percentage ofadults clasSified as bemg m the econonucally active

population m the selected geographIc areas

Benchmarks for these targets, and subsequent measurement ofaccomplIshments, WIll be carned out
through a major survey effort m the selected geographIc areas

Impacts on dIrect program beneficlanes are expected to be much hIgher, as can be seen below
StatiStiCS mdlcatmg progress for these targets WIll be collected by USAID partners unplementmg the
vanous actiVitIes supportmg thIs SO

Direct Beneficlarv Targets (maleifemale,MavanILadmo)
• Increased annual household mcome of 50% for 50,000 nucroenterpnse busmesses

and small fanns,
• Major unprovements m household standards of lIvmg of 50,000 benefiCIary

households - housmg quahty and possessIOns - for dIrect program beneficlanes,
• % ofstunted chIldren 24-59 months old m direct program benefiCIary fanuhes

reduced by 60 percent (heIght for age Z score below -2)

E Women and IndIgenous Population Indicators

All program actiVities WIll mtegrate gender and ethnIc consideratIOns and mclude actions to unprove
the participation ofwomen and mdlgenous populatiOns m econonuc actiVities IndIcators suggested below,

"The Title II program IS not confined to the 12 market town centers, and WIll have a broader unpact on
the populatIOns ofthe departments ActIVities related to nucroenterpnse and small fanner strengthenmg,
whIle concentrated m the 12 market town areas, Will also have a broader geographIc unpact' espeCially m
areas bordenng enVironmental protected areas

5IEDS (SOCial Development Index), IDH (Human Rights Index), IDM (Status ofWomen mdex)
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together WIth those under each IR WIll proVide a comprehensIve pIcture ofthe Impact ofthe actiVities
WIthIn the program on this target group

• Increased number ofwomen particIpants reportmg control over theIr own financIal
resources,

• Increased number ofwomen who have establIshed credit mtheIr own name,
• Increased number ofwomen reportmg access to servIces or capItal,
• Increased number of mdIgenous particIpants reportmg control over thelT own

financIal resources,
• Increased number ofmdIgenous partIcIpants who have estabbshed credIt m theIr

own name,
• Increased number ofmdIgenous partIcIpants reportmg access to servIces or capItal

III INTERMEDIATE RESULTS

The Strategic Objective supported by MISSIon mcome generatIOn programs IS to Improve the
household mcomes ofa SIgnIficant number ofpoor rural households m selected geographic areas of
Guatemala Target beneficlanes mclude women and mdlgenous populatIOns WIthm the selected areas The
program recognIzes rural household SUrvIval strategies and theIr rehance upon mcomes from multIple
sources It also recognIzes the readmess and deslTe ofthose who hve m extreme poverty to become more
engaged econonuc actlVlties and to eventually accumulate suffiCIent human and phySical capital to be able
to compete m estabhshed markets

The MISSIon's program WIll help small fanners have secure access to land, adopt sustamable
agncultural production practIces, and mcrease their productlVlty and sales m the market economy
Mlcroenterpnses WIll be helped to Improve productiVity, mcrease production, and mcrease sales volumes
Market town growth WIll better serve farmers by proVidIng expanded opportumtles for processmg and
purchasmg thelT products, and WIll serve as centers for mlcroenterpnse growth The household food
utilIzation ofthe extremely poor WIll Improve through maternal and child health and nutntIOn actiVities

Generatmg sustamable mcreases m mcome reqUires growth m the econonuc actiVities underlymg
household mcome The pnmary chents ofUSAID mcome generatIOn actiVities are either small fanners,
nucroentrepreneurs, or rural laborers, and achlevmg sustamable mcreases 10 mcome requires Improvements
mthese underlymg sources ofmcome AchIeVing Improved household mcome IS dependent upon success m
achIevmg four mtennedIate results

Intermediate Result 1 (IR1) More small fanners engaged m higher value production and
marketmg

IntermedIate Result 2 (IR2) More nucroentrepreneurs expandmg thelT busmesses

IntermedIate Result 3 (IR3) Market towns stImulatmg econonuc growth

Intermediate Result 4 (IR4) Improved famIly nutntIOn

8
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IR 1 More Small Farmers Engaged lD Higher Value Production and Marketmg

Because many ofthe mtended beneficlanes ofUSAID/G-CAP actlVltIes desIgned to unprove
household mcomes are extremely poor peasant fanners, whose eXistence depends on the success of
agncultural actlVltIes, generatmg sustamable household mcomes depends on success m fomentmg
sustamable agncultural actlVltles For this to occur, small fanners should (a) have secure access to land,
(b) use sustamable agncultural productIOn practices, and (c) mcrease theIr productlVlty and sales m the
market economy

USAID/G-CAP wtll address thts mtermedtate result through a vanety ofprogram actlVltles,
mc1udmg

• Rural Credit Fund to proVide loans to and finance techmcal assistance for small
fanners engaged m sustamable agncultural practIces,

• ASSistance to MAGA to strengthen Its tranSItion to pnvate, fee-based extensIon
sefVlces,

• Further actiVities through ANACAFE to help small coffee producers m the target
regIOns,

• Land tltlmg and a Land Fund to asSISt mtransfemng land tItles to small fanners,
• AsSistance to NGOs and other finanCIal and techmcal sernce prOViders to open or

expand sernces mthe targeted geographtc areas, and
• ASSistance to BANRURAL to Improve ItS second-story operations through NGOs,

cooperatives and other finanCIal sernce prOViders mthe targeted geographtc areas

As a result ofthese actlVltles the MISSion wdl help bnng about by the year 2003 6

• 10,000 additional small fanners mthe target areas With secure land titles
• 20,000 additional small farmers m the target areas usmg sustamable agncultural

practices that mcrease mcomes and mmlmlze destruction ofnatural resources and
their own farms,

• An average mcrease of 25 percent m marketed productIon and sales among program
partiCIpants m the targeted geographIc areas, and

• An average mcrease ofone full-time employee per small fann asSisted by the
program

IR 2 More Mlcroentreprenuers Expandmg Their Busmesses

Econonuc development m rural areas Will not contmue to grow on agncultural actiVitIes alone
Therefore, the other mtended beneficlanes ofUSAID/G-CAP actiVitIes are nucroentrepreneurs - small
producers, vendors and supplIers of services m rural areas Generatmg sustamable household mcomes for
nucroentrepreneurs depends on Improvements m the mlcroenterpnses themselves - unproved productIVity,
mcreased productIOn, and mcreased volumes of sales These depend on unproved busmess and techmcal
skIlls, and access to finanCIal sernces

~e target numbers are not addItive, as there wdl be overlap m the titlIng and techmcal assistance and
credit actIVities
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USAID/G-CAP wIll asSIst nucroentrepreneurs pnmanly through actIVIties designed to mcrease the
avaIlabIlIty ofneeded financIal and technIcal seTVlces Wlthm the targeted areas These actIVIties Will
mclude

• AssIstance to NGOs, financIal cooperatives and other financial and technIcal seTVlce
proVIders to open or expand sustamable seTVlces mthe targeted geograpluc areas,

• Increasmg the avaIlable pool ofloan funds aVailable through formal and Informal
financial mstltutlons,

• AssIstance to BANRURAL to Improve Its second-story operatIons through NOOs,
cooperatIves and other financIal seTVlce proVIders mthe targeted geograpluc areas,
and

• AssIstance to faclhtate Improvements mthe technIcal, busmess and marketmg skIlls
ofnucroentrepreneurs m the targeted areas

As a result ofthese actlVltIes the MISSion Will help bnng about by the year 2001

• 25,000 nucroenterpnses mthe target areas that have mcreased theIr average
monthly sales volumes by at least 25 percent, and

• An mcrease of 30,000 full-tIme Jobs m the mlcroenterpnse sector m the target
geograpluc areas

IR 3 Market Towns Stamulatmg Economic ActIVIty

Dynanuc growth centers are Important for stlmulatmg economic actIVIty m a geographIc area the
MISSIOn's role IS to help m stlmulatmg mvestment, mfrastructure Improvements, and an mcrease m
economIC actIVIty m the selected geographic areas The progrron approach IS to look to rural towns where
econOmIC dynanusm already IS taktng place, buIld on It, and expand It Farmers Will benefit by havmg
greater local demand for theIr products and more accessIble processmg centers Mlcroenterpnses Will
benefit by havmg greater demand for theIr productIOn and more access to financial and technIcal seTVlces
Market towns can faclhtate access to finanCial seTVlces, mformatIon on markets (both domestIC and
foreIgn), legal protectIon, notary seTVlces, transport, msurance etc

It must be emphasIzed that tlus IS an economic development effort rather than an urban development
or a polItIcal decentralIzatIon strategy To support thIS mtermedlate result the MISSion plans to support

• A progrron to encourage and help pnvate busmesses establIsh or expand operatIons
m the targeted market towns,

• Contmued assistance for small self-help mfrastructure projects - especially m roads
Improvements, bndges, productIve electnclty and others - lmkmg rural reSIdents to
the market towns, and

• AsSIstance to help NGOs, cooperatives or other finanCIal and technIcal seTVlce
proVIders become establIshed or expand operatIons mthe targeted market towns

IndIcators and targets for thIS mtermedlate result are

• Increased mvestments ofat least $6 0 mIllIon by busmesses locatmg m or expandmg
operatIons m market town growth poles,
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• An mcrease ofat least 5,000 full-tune Jobs m the market towns and surroundmg
areas

• Other mtanglbles

IR 4 Improved Fanllly Nutntlon

Households consume food they produce and/or purchase Poor nutntlon IS prunartly a reflection of
lack ofaccess to food due to poverty IRs 1, 2, and 3, as descnbed above, are dtrected to mcreasmg
household mcome and address the access constramt to unproved household food secunty Among food
msecure households, however, madequate access to food IS compounded by madequate utlhzatlon ofthe
food a household IS able to access Tlus madequate utlhzatlon IS most cntlcal among the 6-18 month age
group, when chtldren begm weanmg and start on solId foods Inadequate nutntlOn at thts stage IS reflected
later on as stuntmg among chIldren under 5 years old (SO level mdtcator) In the geographtc areas where
the SO WIll concentrate, stuntmg ofchtldren under 5 years old IS as high as 60% ofall chtldren IR4
addresses the poor health status, household hygiene, and feedmg practices that are responSible for
madequate utIlIzatIon ofavaIlable resources

The Title II Food Aid programs m Guatemala are deSIgned to bnng about sustamable mcreases m
household food secunty among the most food msecure households m selected geographtc areas TItle II
actlVltIes that focus on mcreasmg access through mcreasmg small farmer and small enterpnse production
are mtegrated mto IRs 1 and 2 Title II Food AID actiVities that focus on unprovmg household food
utilIzatIOn through maternal and chtld health and nutntIon actiVities support IR 4 The mdtcator and target
for thts mtermedIate result IS

• Reduction m % ofpartlclpatmg chtldren, under age of 5, who are malnounshed
from 60 % to 30%

IV ACTIVITIES AND LOWER LEVEL RESULTS

Because ofthe economIc dlspanty among the groups that are expected to partiCipate m USAID/G
CAP-financed actiVities, and because ofthe diverSIty ofeconOmIC mterests mvolved, the MISSion's mcome
generation objectIves wIll be pursued through vanous mterventlOns Achtevmg the mtermedlate results
descnbed earlIer reqUIres

• Increasmg access to finanCial and techmcal semces for small commerclally-onented
farmers and famIly-owned mIcroenterpnses busmesses,

• Improvmg access to land and land titles for small commerclally-onented farmers,
• Stlmulatmg the growth and economic development - mcludmg mfrastructure

unprovements and the encouragement ofbusmess mvestments - ofkey market town
areas,

• ImproVing the polIcy enVironment for small enterpnse and small farm support
semces and actiVities, and

• ProVldmg mImmal food secunty for extremely unpovenshed famIlIes through Title
II food resources
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All ofthese actIVitIes will be sensItIve to the specIal needs and charactenstIcs ofwomen and
mdtgenous mmontIes

A Expandmg Access to Fmanclal and Techmcal Servaces

The key development hypothesIs underlymg most mcome generatIon actIVities supported by the
MIssion IS that greater access to cremt, productive technologies, mformatlon, support services, busmess
skIlls, and employment opportunIties wIll result m both higher productlVlty and mcreased mcomes for the
poor Thts hypothesIs IS supported by the Peace Accords and assessments ofneeds m these commumtles

Fmanclal Servaces

Access to financIal seTVlces - both savmgs and credIt - has been demonstrated to be an unportant
precondItIon for unprovmg the economIC actIvIties and mcomes ofthe poor CapItalIzatIon ofeconOmIC
enterpnses - whether small farms or mIcroenterpnses - IS essential for mcreasmg productIon and
productlVlty, and for producmg goods and seTVlces that can be sold m a market economy The absence of
access to econOmIC resources IS one of the major unpediments to the growth ofsuccessful small farms and
mIcroenterpnses m the rural areas ofGuatemala

Access to financial services IS constramed by the fact that, at the present tune, there are few Viable
Guatemalan mtermedianes provIdIng financIal serVIces m the rural areas targeted for USAIDIG-CAP
concentration The followmg mdtcates the current presence of financIal mtermedIanes m the proposed
twelve market town growth centers 7

LOCATION BANRURAL FAFIDESS GENESIS Savings"
Loan.

Cooperatives

Chunaltenango
San Martm Jdotepeque X X
San Jose Poaqull X

Huehuetenango
Santa CIlIZ Banllas X
San Mateo Ixtalan

Quiche
Ixcan X
Sta. Cruz de EI QuIche X X X
Nebaj X

Alta Verapaz
San Pedro Carcha X X X
Chtsec X

Baja Verapaz
Rabmal X

EIPeten
San Jose X
La Llbertad EI NaranjO X

7_It should be noted that several of the BANRURAL offices mdIcated here are Just scheduled for
opemng m late 1998
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One ofthe MIssion's mcome generation mterventlons, therefore, IS to support the expansion of
sustamable financial servIces to meet the savmgs and credit needs ofthe target beneficlanes Tlus Will be
accomphshed through supportmg the expansion and lffiprovement of local orgamzatlons that channel
financial support to poor rural commumtles m the targeted geographic areas Tlus may mc1ude the
estabhshment ofnew branches or offices m the selected geographic areas, expansIOn ofthe servIce capacity
ofeXlstmg mstltutlOns m the geographIc areas, assistance to lffiprove operations and operational effiCiency,
and mcreases m loan portfohos to financially sustamable levels

USAID-supported actlVltles Will encourage eXlstmg national non-governmental orgamzatlons to
estabhsh or expand services m these commumtles Tlus mc1udes support to eXlstmg service proViders for
openmg new servIce outlets or expandmg the outreach of eXlstmg outlets m key rural areas, efforts to
mcrease the mvolvement and effectiveness ofFood AId PVOs m proVldmg productlon-onented credit
services to target beneficlanes, and emphasis on programs that mcrease equal access by rural poor women
and mdtgenous peoples to credit and savmgs Implementers mIght mclude BANRURAL, pnvate banks,
functIOnmg non-bank financial mtermedlanes, mternatlonal PVOs, speclahzed NGO servIce proViders,
commumty organizations, and cooperatives In particular, PVOs and NGOs lffiplementmg the Food AId
program Will be encouraged to expand theu mcome generatIOn actlVltles through Village banks or other
mtermedIate finanCial mstltutlon actiVities EmphaSIS Will be on non-agnculture or mIcroenterpnse
actlVltles as much as pOSSible m order to respond to dechmng posslblhtles for agncultural expansion

As a result of these program actiVities, a slgmficant number of small farmers and mIcroentrepreneurs
m the targeted geographic areas Will gam access to finanCial semces Key mdlcators and targets for thIs
are as follows

Beneficlarv Access to ServIces IndIcators (male/female,Mavan/Ladmo)
• 40,000 new active chents served by supported finanCial mstitutlOns, mcludIng

20,000 small farmers and 20,000 mIcroentrepreneurs
• An average of 15,000 new loans (7,500 to small farmers and 7,500 to

mlcroentrepreneurs) totahng $80 mIlhon ($4 0 mIlhon to small farmers and $40
mIlhon to mIcroentrepreneurs) disbursed each year

• Savmgs of$2 5 mIlhon moblhzed m rural finanCial mst]tutlOns mthe targeted
geographiC areas by 2001

Techmcal Services

Small agncultural producers and mIcroentrepreneurs also need access to non-finanCial servIces 
especially trammg, techmcal asSIStance, marketmg asSistance, mformatlon and others Although It IS often
more dtfficult to Identify the dIrect lffipacts oftechmcal semces - as discrete and separate from the lffipact
ofcredit programs - techmcal assistance ]S cnt]cal to the adoptIOn ofnew technologies, adaptation of
products and product deSigns, development ofmarketmg skIlls, effective busmess or small farm
management, and many ofthe other skills essentIal to successful small farms and busmesses

Fmanclal and techmcal servIces are at tlffies proVided by the same mst]tutlon Frequently, however,
mstltutlOns specIalIze m either finanCial or techmcal servIces Whether combmed or dIstmct, the MISSion
recognizes the Importance oftechmcal servIces to accomphshmg Intermediate Results 1 & 2

One ofthe major strategies for the Mlss]on, therefore, IS to support the expanSIOn ofsustamable non
finanCial servIces - techmcal asSistance, trammg, marketmg, and other busmess-onented semces -
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through local orgamzatiOns and mstltutlons As m the case offinancial services, this Will be accomphshed
through supportmg the expanSiOn and Improvement of local orgamzatiOns that channel services and
financial support to poor rural commumtles mthe targeted geographic areas This may mc1ude the
estabhshment ofnew branches or offices m the selected geographic areas, expanSiOn ofthe service capacity
ofeXlstmg mstltutlons m the geographic areas, and asSistance to Improve operatiOns and operational
effiCiency

The followmg table mdlcates the current presence of selected mstitutiOns (all are current USAID
partners) proVidmg techmcal assistance mthe proposed twelve market town growth centers

LOCATION ANACAJl'E CECI cor CARE Centro Maya YalitaCumi

ChnnaUenango
San Martm Jdotepeque
San Jose Poaqud

Huehuetenango
Santa Cruz Banllas X X
San Mateo Ixtatan X

QUiche
Ixcan X
Sta Cruz de EI QUiche X
NebaJ X

Alta Verapaz
San Pedro Carcha X X X
ChiseC X X X

Baja Verapaz
Rabmal

EJ Peten
San Jose
La Llbertad El NaranjO X X X

USAID-supported actlVltles will encourage eXlstmg natiOnal cooperatives, producer orgamzatiOns
and other non-governmental organizations to estabhsh or expand serVIces mthese commumtles This
mcludes support to

• eXlstmg service proViders for opemng new serVIce outlets or expandmg the outreach
of eXlstmg outlets m key rural areas,

• the Mlmstry ofAgnculture's lmtlatlVe for pnvate techmcal assistance and
mformatlon serVIces for on- and off-farm productive actiVities,

• further strengthemng and expansiOn ofefforts to asSiSt small coffee producer
orgamzatlons through the National Coffee ASSOCiation (ANACAFE),

• mcrease the mvolvement and effectiveness ofFood AId PVOs m proVidmg
productlve-onented serVIces and creWt to target beneficlanes,

• contractmg ofbusmess skill trammg for mlcroentrepreneurs measunng Impact and
pOSSible cost-recovery mechanisms, and

• emphasiS on programs that mcrease equal access by rural poor women to factors of
productiOn
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Implementers for technIcal servIces mIght mclude pnvate contract servIce proVIders, mtematlOnal
PVOs, specIalIzed local NGO servIce proVIders, commumty orgamzations, and cooperatives In
particular, PVOs and NGOs Implementmg the Food Aid program Will be encouraged to expand then
mcome generatIon actiVIties EmphasIS wIll be on non-agnculture or IDlcroenterpnse actIVIties as much as
pOSSIble m order to respond to declmmg pOSSIbIlItIes for expanding agncultural actlVltles

As a result ofthese program actiVIties, a SIgmficant number of small farmers and mIcroentrepreneurs
mthe targeted geograpluc areas wIll gam access to finanCial seTVlces Key mdIcators and targets for thIs
are as follows

Beneficlarv Access to ServIces IndIcators (maleifemale,MavanILadmo)
• 5,000 clIents tramed through USAID-support skIlls trammg and other contract

trammg programs
• At least 10,000 beneficianes annually recelVmg technIcal asSIstance and other

servIces through USAID-supported programs

Implementation Strategies

ActiVItIes to carry out thIS strategy mclude

New RFP - Income Generatmg ServIce PrOVIders One ofthe key actiVItIes Will be a new
RFP for expandmg and strengthenmg the delIvery of serVIces to small farmers and
nucroenterpnses mthe selected geograpluc areas Under thIS RFP a contractor or grantee
Will (a) manage a competitIve grant program to stImulate the establIshment or expanSIon of
NGOs, cooperatives and other mdlgenous commumty organIzations that can prOVIde
sustamable finanCIal and/or non-financIal serVIces mthe selected market towns, (b) proVIde
technIcal support to help pnvatlze MAGA's extensIOn serVIces m the selected geograpluc
areas and manage a fund to help small farmers pay for technIcal servIces dunng the first few
years ofpnvatizatIon, (c) asSIst BANRURAL expand Its second-story operatIons through
NGOs and cooperatives, (d) proVIde technIcal and other asSIstance (pnmanly mformatlon) to
pnvate banks that want to establIsh or expand microenterpnse and small farmer credIt, (e)
contract busmess skIll traImng for microentrepreneurs With bUllt m mechamsms to measure
Impact and the potentIal for cost-recovery, and (f) expand pobcy dialogue to help develop a
favorable polIcy environment for the expanSIon ofmIcroenterpnse and small farmer actlVltles

FoodA,d ActiVItIes under Food Aid TItle II Will contmue to sluft from welfare and feeding
to support for productive actiVIties by the Food Aid PVOs and NGOs

Productzve CredIts EstablIslung a fund for on-Iendmg to communIty orgamzatlOns for
productIve-onented mfrastructure projects through establIshed banks and participatmg NGOs

Indicators for the success ofthese ImplementatIon strategIes are measured at two levels (1) the
avaIlabilIty of servIces Wlthm the selected geographIC areas, and (2) the sustamabIllty and effiCiency ofthe
orgamzatIons themselves

Increased Aval1ahllltv ofFmanczal and Techmcal Support ServIces
• Number ofnew support mstitution offices opened or expanded mthe target

geographIC areas
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• Number ofDepamnents WIth operatmg Pnvate TechnIcal AsSIstance DOlts for the
proViSIon ofagncultural extenSIon serVIces

OrgamzatlOnal Performance IndIcators
• Number oftechnIcal asSIstance umts that are self-sufficIent,
• Number ofchents paymg the total cost of technIcal asSistance,
• Improved operatmg effiCIency ratIOS,
• Improved cost-effectIveness ofNGOS and other serVIce prOVIders, and
• Improved record-keepmg, reportmg and mternal operatmg systems

B Improved Land Tenure and Land Use

Stable access to land IS essentIal to mcrease agncultural production and mcomes The MISSIon WIll
support efforts to secure vahd land tItles through a vanety ofmeans, mcludmg purchases, tItlmg actlVltIes
and others As a result ofMIssion-supported actIVIties, some 10,000 small farmers WIll have gamed title or
other secure access to the land they farm ActIVities mclude

Land Fund CapItahzmg the land fund (FONTIERRA) to support the sale ofland to small
farmers

Land Tltlmg ASSIstance to 10,000 small farmers to accelerate the land tItlmg process m
selected areas

Inwcators ofaccomphshment for this lower level result mclude

• Number oftitles processed
• Amount of land transferred
• Number offanuhes WIth secure access to land

c Market-Town Growth and Development

Although the MISSIon's target beneficlanes for mcome-generatmg actIVities are households, some
mcome-generatlOn actlVlties have a dIrect Impact on Improvmg the economic dynanucs and VIabl1Ity ofthe
key market towns ThIS mcludes

Industrial para la Paz WInch encourages Guatemalan busmesses to expand production and
employment m the targeted geographic areas) to Improve the econOmlC VIabIhty of the market
towns and generate wrect employment for the rural workmg poor m these areas

FoodAID Food for Work plays an Important role m strengthenmg the econOmlC dynanucs
ofthe market town areas by supportmg commumty mfrastructure projects, strengthenmg local
commuOlty organIzatIOns, and stImulatmg self-help community actIVities

Other actiVitIes - such as such as bndges and roads, productIve crewts - have had, and WIll contmue
to have, a wrect Impact on the mfrastructure supportmg econOmlC actiVitIes m the market town areas
These actiVities are not mtended to strengthen or even work through local mtermedtanes, but have a wrect
employment effect and broader Impact on stlmulatmg the econOmlC VIabIhty ofthe market town areas
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Measures oftlus mtennedIate results would mc1ude

• Number ofbusmesses locatmg m target areas
• Amounts of mvestment generated m target areas
• Number ofprojects undertaken by local commumtles
• Number ofJobs and full-time Job eqUIvalents created

D Improved Pohey EnVIronment

The pollcy enVlfonment plays an lffipOrtant role m the success ofthe USAID/G-CAP mcome
generatIOn program at two levels First, the pohcy enVironment plays an lffipOrtant role m detenmnmg the
relatIve level ofsuccess ofIntennedIate FInanCIal Institutions (IFls) and proViders oftechmcal and other
sernces The growth ofnon-tradItIonal credIt prOViders (especially NGOS) has not been accompamed by a
modermzatlOn ofcodes and regulations that were deSigned for fonnal financial mstltutlons and busmess
orgamzatlons such as cooperatIves Important Issues regardmg saVings moblhzatlOn, mterest rates, loan
practices, quality standards, registration, and regulation need to be addressed and clanfied to amve at a
pohcy enVironment that ensures quahty finanCial services, but that does not stifle creative and
expenmentatlon SimIlarly, the effectiveness and sustamabIllty ofnon-financial sernce proViders - such as
marketlng cooperatives, busmess centers, producer asSOCiatIOns and others - depends on a policy
environment that allows them to operate as legitimate pnvate orgamzatlons

Second, the policy enVironment has a profound lffipact on the operations ofmlcroenterpnses and
small farms ahke The ability ofmlcroenterpnses to grow and prosper IS constramed by a pohcy
enVironment that has not yet adapted to the practical reahtles ofvery small busmesses EXlstmg laws and
regulations nnpose a major burden to the surnval of such busmesses The absence ofa tradItIOn ofpollcy
advocates, espeCially m the mlcroenterpnse arena, means that there IS no effective forum for ralsmg,
debatmg and eventually modermzmg the pohcy enVironment to reflect the reahtles ofa Vibrant and
mcreasmgly lffipOrtant sector ofthe economy Legal and de facto recogmtlon ofInlcroenterpnses as
legitimate busmesses, fonns of registration, tax pohcles, and mUnICipal restnctlons often dIscflmmate
agamst such small busmesses, and need to be addressed Simllarly, small fanners face numerous policy
constramts, such as govenlment pnce controls, market and marketmg distortIOns, land secunty and others

ThIs lower level result can, therefore, be dlVlded mto two dIstmct results

Improvedpolzcy enVIronmentfor the economIc achvlties ofmlCroentrepreneurs
and smallfarmers m Guatemala, and

Improvedpolzcy envIronmentfor provldmg credIt and techmcal servIces to
mlcroentrepreneurs and smallfarmers

IdentifyIng and workmg to bnng about a pohcy enVironment that supports the growth and
perfonnance ofsmall producers - both small fanners and mlcroentrepreneurs - wIll be an nnportant
component ofMIssion actiVities m the pohcy arena Improvmg the pohcy enVironment for both
Inlcroenterpnse actiVities and the proViSion ofmlcroenterpnse support sernces mcludes the reductIOn or
ehmmatIOn of regulatory nnpednnents and pohcy bamers that affect the market, women, and rural poor
small producers as a sector It also mcludes Improved regulatIOn of small finanCial mstltutlOns that take on
depOSit moblhzatIOn functions to ensure the safety and soundness ofchent savmgs and depOSIts Some of
the elements ofa sound pohcy enVironment that should be m place by the end ofthe plannmg honzon are
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PolicIes Affecting Microenterpnse and Small Farmer ActIvItIes
• Legal recognItion ofthe role ofIl11croenterpnses m econoll11c society
• SnnphficatlOn of regtstratIOn procedures recogmzmg dIfferent busmess types such

as sole propnetorslnps and fmmly-owned Il11croenterpnses
• SnnplIficatlon of regulations, requIrements, taxes, and SOCial law reqUIrements for

fmmly-owned busmesses and sole propnetorslnps, and removal of regressive
taxatIOn and social charges

• Removal ofany pnce controls and other market dIstortiOns that adversely nnpact
the pnces small farmers receive for their products

• Any restnctIons to market access reduced

PolICIes Affecting FinancIal ServIce ProvIders
• Legal recognItion of servIce proVider functiOns
• Legal authonty to convert NGOs to financleras or banks
• Prudent regulatIOn of mstltutIons engaged m depOSit mobilIzation
• Mmnnal standards for Il11croenterpnse and small farmer financial servIce proViders,

especially those engaged m deposIt moblhzation
• ReVised bankmg laws penmttmg greater acceptance ofnon-traditIOnal collateral for

Il11croenterpnse and small farmer credIts
• AbIlIty to engage m meanmgful polIcy formulatIon and lobbyIng

USAID/G-CAP Will support an active polIcy dialogue aimed at generatmg the types of reforms
needed m the polIcy enVironment to Simulate the sound growth and expansIOn ofthe Il11croenterpnse sector
Advancmg the polIcy agenda can be accomplIshed through

• a ngorous assessment ofpolIcy needs and determmatlOn ofpnontIes,
• AnalYSIS ofcurrent abIlity of small producer orgamzatlOns to engage m polIcy

formulation and lobbyIng,
• Technical asSIStance for polIcy makers and legislative watchdog orgarnzatlOns,
• Venue for momtonng polIcy development and debate establIshed,
• Mecharnsm for trackmg nnplementatlon ofpolIcy changes establIshed

USAID/G-CAP Will finance a study ofthe polIcy enVironment dunng calendar year 1998 Pohcy
reform Will be one component ofthe proposed new mcome-generatlOn actiVity In addition, polIcy reView
and malogue IS an mtegral part of every USAID/G-CAP actiVity

E Improved Access to Food

Food secunty IS an essential preconditIOn for commerclally-onented econoll11c actiVity, fmmlles must
have basiC food secunty before they can turn their energies to commercial activIties MISSion actiVities Will
prOVide basiC food secunty to approXImately xxx extremely poor fmmlles dunng the plannmg honzon,
penmttmg them to gradually become mvolved m market-onented econoll11c actiVities and nnprove theIr
status from welfare recipients to economically active partiCipants

• Number ofjob-eqUIvalents proVided by Food for Work programs
• Number offamilIes With basiC annual food secunty prOVided through Title II
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The followmg mchcates the current presence ofTItle n programs m the proposed twelve market town
growth centers

LOCATION SHARE CARE eRS Save the
ChIldren

Chlmaltenango
San Martm Jl10tepeque X X
San Jose Poaqull X

Huehuetenango
Santa Cruz Banllas X
San Mateo Ixtatan X

QUIche
Ixcan X X
Sta Cruz de El QUiche X X
Nebaj X X

Alta Verapaz
San Pedro Carcha X X X
Cmsec X X

Baja Verapaz
Rabmal X X X

EI Peten
San Jose
La Llbertad-El NaranjO

Improved Utl1,zatlOn ofHousehold Food Resources IndIcators
• % cmldren under 6 months exclusively breastfed
• % children 6 - 10 months With appropnate complementary feechng (the precIse

feedmg behaVIOrs to be targeted Will be defined through formative research, and
specified m the FYOI R4)

• % cmldren under 36 months With contmued feedmg dunng dIarrhea
• % cmldren fed extra food for 2 weeks after diarrhea
• % chl1dren under 1year ofage lmmumzed (use health SO mchcator defimtIOn)

V ActiVities to Achieve these Results

A ActiVities

USAID G/CAP proposes to mvest approxImately $112 0 mllhon durmg the 5-year penod covered
by thIS SOAG to support the mcome generatIOn strategic objective ThIs will be accomphshed through a
combmatIOn ofeXlstmg and new mltlatlves EXlstmg mltlatlVes mclude
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Proposed new actlVltles to support the mcome generation strategic objective mclude

I
I
I
I
I
I
I
I
I
I
I
I

Commumttes m
Transition

Maya BIOsphere

RoadslBndges

Land Fund

ANACAFE

MAGA

MIlpas

Food AID (Title II)

Small Productive
ActlVltles

PrOJects

Industnas para la
paz

Credit Funds

Descrmtlon

ProVIdes Immediate Impact asSistance to zones m the areas
ofcombat for nucroenterpnse and other productive
actlVlues ($8 92 nulhon)

Identtfies and promotes sustamable forest products and
productive acttVltles m buffer areas ofthe ecologIcal
reserves ($8 8 nulhon)

Supports small road and bndge projects mthe Ixcan area,
helpmg to develop access to key market towns and
proVldmg employment for the rural poor ($4 3 nulhon)

The land fund, admlmstered through BANRURAL,
supports the purchase of land by small producers ($5 5
nulhon)

Supports small farmer coffee cooperative producers ($2 3
mIllion)

PnvatlzatlOn ofagncultural extension sernces and
assistance to small farmers and nucroenterpnses ($11 6
nuillon)

Entourages commumty orgamzatton, management of
mlcrowatersheds and producttve acttVlttes ($860,000)

Supports productive actlVltles - mcludmg crewt and
techmcal assistance to nucroenterpnses and small farmers
- by local commumty organizations and the Food AId
PVOs Also attempts to Improve the nutntlonal mtake of
extremely poor chIldren ($550 nulhon)

Supports small self-help development actlVltles by local
groups and commumtles ($2 0 nulhon)

Description

ProVIdes technIcal and consultative sernces to busmesses
that Wllliocate and proVIde Jobs m the target geographIc
areas ($3 0 nuillon)

ProVIdes funds for productive actiVIties, mcludmg small
scale commumty mfrastructure projects, small farmers and
nucroenterpnses ($5 98 nuillon)
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PrOjects Descrmtlon

Industnas para la
paz

ProVIdes technIcal and consultative sefVlces to busmesses
that Will locate and proVide Jobs mthe target geograpluc
areas ($3 0 mIllIOn)

21

These program actiVities can draw on and channel resources from the Rural Credit Fund - an
eXlstmg fund m BANRURAL for mvestments m rural productive actiVities

• the location ofcommercial bank branches m the target towns, With loan portfolIos
servmg the needs of small farmers and mlcroentrepreneurs,

• Upgraded offshoots from Village bank structures serve "graduates" to mdIVIdual
credits and prOVide busmess trammg,

• Increased number of mstltutlons acceptmg depOSits mthe target geograpluc areas

The new mcome generation actiVity Will focus on expandmg the avaIlabIlity oftechmcal and
finanCial sefVlces m the targeted geographic areas ThIs mcludes (a) encouragmg eXlstmg semce
proViders to establIsh new branches or affilIates m the target towns, (b) encouragmg eXlstmg sefVlce
prOViders to mcrease semces m branches or affilIates already operatmg mthe target towns, or (c) asslstmg
m the establIshment ofnew semce proViders meetmg pnonty clIent needs m the selected target towns
ThIs would be accomplIshed through a competitive sub-grant mechamsm that qualIfying mstItutlOns would
use to open new offices or expand sefVlces In eXlstmg offices The grants could be used to asSiSt In the
formation ofnew InStitutiOns - such as local marketmg cooperatIVes or producers' asSOCiatIOns - or for the
expansIOn or strengthemng ofeXlstmg ones Success would lead to

The mcome-generatlon actiVity Will support the expansion of
technIcal and financial sefVlces to selected rural
commumtles The actiVity project Will manage grants to
qualified finanCial mtermedIanes and technIcal sefVlce
proViders to open or expand offices mthe target cities It
wIll proVide support to the MAGA's efforts to pnvatlze
extension sefVlces and asSist m extending ANACAFE small
farmer actiVities In the selected areas Fmally, It Will support
an active polIcy dIalogue to Improve the polIcy enVironment
for small-scale farm and mIcroenterpnse support mstItutIon
activities ($7 8 mIllion)

New Income
Generation
ActiVity

I
I
I
I
I
I
I
I
I
I
I
I



B Fundmg Sources

Income Generation Strategic Objective
Includmg Peace Funds

(10 US $000)

I
I
I
I
I
I
I
I
I
I
I
I
I

Obligated Planned Obligations
Description , I I Total

1997 1998 1999 2000 2001
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OblIgated Planned Obligations
,DescnR:lOn

3,3500 2,4750 2,7000 4,0000 3,9720 \g~1()Development $lstan~
.::

11,1000 8,5500 9,6000 11)500 00 ----ov,,,,vu' V

Food AID 10,6800 13,9500 10,5050 10,5050 10,0000 55,6400

Total 251300 249750 22,8050 25,7550 13,9720 112,6370

Income Generation Strategic ObJective, Includmg Peace Funds
ByIR

(m US $000)

Obligated Planned Obligations
Description Total

1997 1998 1999 2000 2001

IRI
Current SOAG 1,7000 9000 1,3180 1,3300 10120 6)600
Land Fund 2,8000 2,7000 - - - 55000
CHF/CECI CIT 24200 2,3800 2)000 1,9200 - 89200
Peten Productive ActIVIties 13800 1,4200 2,9000 31000 - 88000
Trammg - 500 7000 1,1500 - 19000

IR2
Current SOAG 13000 1)500 1,0000 2,4100 2,6000 85600
Rural Credit Fund - - 1)000 2,7800 - 3,9800
PoItey %9fH1 %9fH1 7OO-G . . He9-Et
Other CredIt 5000 5000 5000 5000 - 2,0000

IR3
Industnas para la Paz - 1,0000 1,0000 1,0000 - 3,0000
CHF Bndges/Roads 3,3000 10000 - 4,3000
SDF 5000 5000 5000 5000 - 20000

IR4
Food AID TItle II 10,6800 13,9500 14)900 14)900 14)900 67,5000

USAID Manae:ement
Current SOAG 3500 3380 3820 2600 3600 1,6900
Peace 2000 - 6000 3000 - 1,1000

TOTALS 25,1300 25,9880 265900 29,5400 18)620 125,510 0

VI RELATIONSHIP TO USAID/G-CAP STRATEGY

Income generation IS lmked to USAID's SpecIal Peace ObJectIVe, winch proVIdes resources for
ImmedIate needs m educatIOn and trmmng, 1lllcroenterpnse development, sustamable agnculture and
natural resource management, modenuzatlOn of the state through Justlce sector and tax reform, and support
to the Peace Secretanat (SEPAZ), BANRURAL and the Land Fund Lmkages also eXIst between
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USAID's envIronment, democracy and health strategic objectives as further descnbed mthe five year
Country Strategy Plan for 1997-2001

Under the Peace Special Objective, USAID funds a select number oflocal NGOs operatmg mthe
mumclpalltles ofIxcan m the department of QUiche, Banllas mHuehuetenango, and vanous mumclpalitIeS
m the northern Peten ActlVlties mclude on- and off-farm mcome generation aCtiVities, strengthenmg of
local orgamzatIons, and Improved land use and alternative mcome optIOns for bIOlogical and ecological
reserve areas Although the Peace SO and the mcome actiVities share programmatic strnllantles, the
MIssion has not been authonzed to merge the two under the banner ofmcome generation, but may do so
sometIme after 1999
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Draft

Request for Proposal

INCOME GENERATION (IG)

SECTION C DESCRIPTION/SPECIFICATIONSIWORK STATEMENT

C 1 PROJECT BACKGROUND

Guatemala IS one of the poorer countnes m Latm Amenca, Its annual per capita mcome of $1,340
ranks14th ofthe 18 Spamsh-speakmg countnes of Central and South Amenca and the Canbbean Poverty
IS espeCially prevalent m rural areas, where an extremely accldented topography, poor commumcatlons and
transportatlOn, poor land quality and uneven dlstnbutlOn of land, and limited sefVlces have kept substantial
elements ofthe population m extreme poverty Throughout rural areas a substantial mmonty of mdlgenous
populations live on the margms ofsociety

A 36-year mternal clVlI war exacerbated the natural econOIDlC depreSSion ofthe rural areas Entire Villages
ceased to eXist, either as a duect result ofthe Violence or through abandonment to flee the Violence The
sefVlce mfrastructure of rural areas was severely affected by the Violence

In 1996 the Government ofGuatemala (GOG) and the Umdad Revo!uclOnana NaclOna! Guatemalteca
(URNG) reached an agreement to end the confliCt, restonng a semblance ofpeace to rural Guatemala and
pefIDlttmg efforts to reconstruct the rural economy One ofthe results ofthe peace settlement IS an
mcreased problem ofpoverty mthe conflictive areas as mcreasmg numbers of retummg refugees and
displaced populations have settled m remote areas that lack even basiC sefVlces and mfrastructure At the
same time, however, Guatemala's Fmal Peace Accords lay the foundation for the transItion to peace
through sustamable development programs The Accords offered USAID-G/CAP the opportumty to
reabgn rural development/mcome projects to acmeve greater sustamabllity working With local
orgamzatiOns and government agencies m geographiC areas long neglected dunng the mternal COnfliCt

C 11 USAID/G-CAP Role

With the signing ofthe prebmmary peace accords for the "Resettlement ofUprooted Populations" and
"Identity and Rights ofIndigenous Peoples" between the URNG and the Guatemalan Government m 1995,
the MISSion wanted to demonstrate that the US Government was prepared to respond qUickly to the
Government ofGuatemala (GOG) m the resettlement and reconclbatlon process and, secondanly, illustrate
that programs to asSist target populatlOns can also result m sustamable, productive actlVltles

DemonstratiOn ofboth became the Commumtles m TranSition (CIT) program, wmch was deSigned to
asSiSt the reconclbatlon process of refugee and displaced populatlOns WithIn their settlement commumtIes m
two ofthe most conflictIVe and Isolated areas ofthe country - the Ixcan, QUiche, and Banllas,
Huehuetenango Two grant actiVities funded under thiS program focused on mcreasmg econOIDlC
opportumtIes as a means to encourage remtegratlOn of refugee and displaced populatiOns With theu "home"
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commumtles Development of econOffilC opportumtles mthese areas was comphcated by Isolation and, for
the Ixcan, lumted agncultural or other econolUlc potentIals These constramts motIvated the MISSion to
focus pnmanly on Issues ofstablhty ofthe society m these depressed areas wlule IdentIfymg ways to
mcrease sustamablhty ofthe productive actlVltles

WIth the slgnmg of the Fmal Peace Accord mDecember 1996, the USG COmlUltted $260M m support over
a four-year penod ApprOXImately $100 mIlhon oftlus comlUltment dIrectly supports the Implementation
ofthe Peace Accords In 1997 the MISSion Signed a speCial Peace SpO Agreement With the GOG In early
1998, the MISSIon's Peace program redefined Its mdtcators m support ofthe Peace Accords IntermedIate
Result (IR) 3 became "mcreased sustamable productive actiVities through access to credIt and trammg for
mIcroentrepreneurs and small scale farmers m ex-confhctIve areas" ActiVities under CIT and MBP were
mcorporated mto the Peace SpO Agreement under IR 3, and four addttIOnal actIVitIes were added by the
Peace SpO Team (a) vocational education, (b) mcreased credtt fundmg for the productive actlVltIes, (c)
productIve electnclty, and (d) pnvate sector mvestment support

Also Inltlated m 1997 was a program under the eXlstmg Maya Biosphere Project (MBP) framework to fund
productIve actiVities for retummg refugees and dIsplaced populatIOns that were settlmg m buffer areas of
the Maya BIOsphere Reserve This project mcludes land tItlmg, non-extruslve forest product development,
and mlcroenterpnse development to remove pressure on the land

C 1 2 Rationale for Proposed Income Generation ActiVIty

Levels ofpoverty mthe rural sector contmue to be alarmmgly hIgh, and the rural population faces many
obstacles to partICIpation m the econolUlc opportumtles ofa growmg economy Lack ofaccess to finanCIal
seTVlces IS one Important constramt to mcome generatmg actIVitIes that would contnbute to the
Improvement ofthe standard ofhVlng ofthe rural poor Rural credIt markets m Guatemala are shallow,
and rural households have lImIted access to credIt and savmgs seTVlces - fewer than 12% of rural
households receIved a loan m 1995, for example Moreover, rural households do not have access to a
vanety of speclahzed lenders, as only 0 3% reported debt balances With more than one type oflender

A combmatIOn offactors Impede the supply ofcredIt to rural households, and more speCIfically
mIcroenterpnses (a) an underdeveloped mstItutIOnal mfrastructure, (b) government mterventIons wluch
have crowded out pnvate lenders by allowmg weak pubhc sector mstItutIons to lend With poor recovery and
SUbSIdIzed mterest rates, (c) preVIous mterventIons m agncultural marketmg that have prevented the
development of Informal financmg sources, and (d) the recent conflIct and resultmg msecunty m rural
areas Most mIcrofinance programs reach the urban poor more successfully than the rural poor
Moreover, credIt for agnculture IS a partIcularly dtfficult area Current surveys m Guatemala show that
approXImately one-tlurd ofall rural households have some access to finanCial seTVlces -- but the mam
challenge IS to reach the two-thIrds who do not ThIs group tends to mc1ude the poorest households and
those located mthe more remote rural areas

Access to finanCial seTVlces by the poor remams an Important constramt m rural areas, notWlthstandmg the
fact that the commerCial bankmg system has a presence m most mumclpal areas The lack ofmterest by
formal finanCIal mstitutlOns m servmg small chents contmues to be a constramt to mIcroenterpnse and
small farmer development Respondmg to the problems ofthe mcreasmg finanCIal needs ofthe rural poor,
the maccesslble bankmg system, and the defiCient SituatIon ofmost Informal mstItutlOns servmg rural
mlcroentrepreneurs, the 10 actiVIty Will mstitutIOnally strengthen NGOs and other finanCIal entItles
currently servmg or capable of servmg tlus mlcroenterpnse and small farmmg population, as a means to
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support the rural poor 10 their efforts to unprove their finanCial Situation In particular, the IG actiVity Will
proVide 10centives to encourage both formal and non-traditional financial mstitutiOns open or expand
sefVlces 10 selected rural areas ofthe country

The formal financial sector has great potential to reach smaller scale chents The newly reconstltuted
BANRURAL has a credit Ime that attempts to proVide 10centives for commercial banks to lend to NGOs
and other non-bank/financiera crecht proViders -- who 10 tum lend to tnlcroentrepreneurs Nevertheless,
such credit actlVlty IS movmg slowly and currently not reachmg the rural poor through financIal
10termechanes as 10tended

There IS a strong need WIthm the NGO and non-bank/financ1era sector for the 1Ocorporat10n ofsound
bankIng practices sltnllar to those ofbanks and financ1eras, 10 order that they can lower theIr cost ofcapItal
by access10g commercial bank lmes ofcrecht For mstltutlODS WIll10g and able to fully formaliZe- namely
take the steps to become a bank- there IS the added chmenSlon ofmoblhzmg chent savmgs In order to be
considered senous candidates for formal supernSion by the GOG financial system regulatory body (or
pOSSibly by a supefVlsory urnt for small non-banklfinanciera finanCial 1Otermedianes), NGOs and other
nucrofinance orgamzatlOns must move rapidly toward formahzatlOn oftheir operations and estabhslunent
ofsound bankIng practices

Savmgs is a key service that is lacktng In rural areas, and there are few programs that attempt to promote,
capture and utlhze sav10gs accounts for rural sectors One such effort is through rural savmgs and loan
cooperatives that channel credIt denved pnmanly from mobIhzed savmgs to ItS co-op members However,
only one of the 12 pnonty areas targeted for the IG actiVity IS served by a credit UDlon NGOs are
prohibIted from mobIhzIng savmgs Openmg bank and credit umon branches to meet savmgs needs 10 the
targeted areas is a key pnonty ofthe IG actiVity

In addition to finanCial sefVlces, developIng a sustaInable rural economy reqUIres the avaIlabIlity ofother
technical, marketIng and bUSIness sefVlces - all ofwmch are scarce In rural Guatemala The second key
pnonty of the IG actiVity IS to Increase the avaIlabIhty ofthese services 10 selected areas ofthe country

C 1 3 Relationship to USAID/G-CAP Strategy

The Income Generation (IG) ActiVity contnbutes to acmevmg the MiSSion's StrategiC Objective No 4

To achIeve sustainable Increases In household Income andfood secunty for a slgmficant
number ofthe rural poor In selected geographIC areas ofthe country

and Will be a major contnbutor to acmevmg two ofthe targets for thIs strategiC objectIve

• Increase annual household Income by 50% for 50,000 Inlcroenterpnse bUSInesses and small
farms dunng the seven years covered by the MiSSion's strategiC plan (1997-2003), and

• Produce major Improvements In household standards of hvmg - hOUSIng quahty and
posseSSiOns - of 50,000 direct program beneficiary households

In speCific, the IG actlVlty contnbutes to two Intermediate results - help10g small farmers engage 10 mgher
value production and marketIng, and helpIng microentrepreneurs expand then busmesses Because many
ofthe Intended beneficianes ofUSAID/G-CAP actlVlties deSigned to Improve household Incomes are
extremely poor peasant farmers whose eXistence depends on the success ofagncultural actlVlties,
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generatmg sustamable household mcomes depends on success m fomentmg sustamable agncultural
actiVIties For tlns to occur, small farmers should use sustamable agncultural production practices, and
mcrease theIr productIVIty and sales mthe market economy The IG actlVIty wIll contnbute dIrectly to
meeting the followmg targets for small farmers

• 20,000 addItIonal small farmers m the target areas usmg sustamable agncultural practices
that mcrease mcomes and mmlmlze destruction ofnatural resources and their own farms,

• An average mcrease of 25 percent m marketed production and sales among program
partIcipants m the targeted geograplnc areas, and

• An average mcrease of one full-tIme employee per small farm asSisted by the program

GeneratIng sustamable household mcomes for mIcroentrepreneurs depends on Improvements mthe
mIcroenterpnses themselves - Improved productlVlty, mcreased productIon, and mcreased volumes ofsales
The IC actlVlty Will contnbute dIrectly to meetmgs the followmg targets mthe mIcroenterpnse sector

• 15,000 mlcroenterpnses m the target areas that have mcreased their average monthly sales
volumes by at least 25 percent, and

• An mcrease of 30,000 full-tIme jobs m the mlcroenterpnse sector m the target geograplnc
areas

The IG activity Will be concentrated m the MISSion's targeted pnonty geograplnc area - 12 key market
town growth areas m 6 ofthe country's poorest departments (see map)

Income generatIOn IS hnked to USAID's SpeCial Peace Objective, wInch proVIdes resources for lmmedlate
needs m education and trammg, mlcroenterpnse development, sustamable agnculture and natural resource
management, modernizatIon of the state through Justice sector and tax reform, and support to the Peace
Secretanat (SEPAZ), BANRURAL and the Land Fund Under the Peace SpeCIal ObJective, USAID funds
a select number oflocal NGOs operating m the mumcipahties ofIxcan mthe department of QUIche,
Banllas mHuehuetenango, and vanous mumclpahtles m the northern Peten ActIVIties mclude on- and off
farm mcome generatIon actlVltles, strengthemng of local organtzations, and Improved land use and
alternative mcome optIons for bIologIcal and ecologIcal reserve areas Lmkages also eXIst between
USAID's enVIronment, democracy and health strategIC ObjectIves as further descnbed m the five year
Country Strategy Plan for 1997-2001

C 2 PROJECT GOAL AND PURPOSE

As specrfied m IR 1 and IR 2 for the Income GeneratIon SO, the goal ofthe Income Generation (IG)
ActIVIty IS to help small farmers m the target areas expand mcome-generatmg productIon and marketmg,
and to help mIcroentrepreneurs m the target areas expand theIr busmesses

IR 1 More small farmers engaged m higher value productIon and marketing

IR 2 More mIcroentrepreneurs expandmg their busmesses

The purpose ofthe Income GeneratIOn ACtiVIty IS to mcrease the access of small farmers and
mIcroentrepreneurs m the target geographIC areas to sustamable, hIgh-quabty finanCial and techmcal
sefV1ces Thus, the IG actiVIty alms at unprovmg the avadabIhty offinanCial and techmcal sefV1ces to
small farmers and rural microenterpnses m selected geograpInc areas ofthe country ThIs Will be
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accompbshed through provutmg tecbmcal and finanCial assistance to a vanety offinancial and non
finanCial mstltutlOns that serve small farmers and mIcroenterpnses to help them locate or expand semces
m selected geograplnc areas ofthe country

The Income Generation actiVity Will place special attention on fostenng sustamable serVIces so that project
beneficlanes enJoy a long-term access to finanCial and techmcal semces It Will asSist m helpmg local
serVIce proViders become finanCially sustamable In particular, local orgamzatlons proVldmg finanCial
serVIces Will be prOVided the asSiStance and resources that Will enable them to become finanCially Viable
and m a better posItion to access formal financial system funds Mamtammg healthy loan portfobos and
accessmg fresh funds Will penmt rural financial mstltutlons to mcrease their clIentele, contnbuung to the
aclnevement ofthe ActiVity's goal of mcreased access to finanCial serVIces by the rural poor Through this
approach, IG Will contnbute to facllItatmg econOmIC opportunities for the target population and
slgmficantly contnbute to the MISSion's strategy objective to mcrease sustamable household mcomes m
selected geographic areas

C 3 CONTRACT PERFORMANCE

C 3 1 Expected EOPS Results

The follOWIng results are expected to be achieved by the end of the actlVlty

1 Increased cbentele mthe rural, poor sector ofthe selected geographic area who are accessmg
finanCial and techmcal serVIces through actiVity-funded mstltutlons by at least 50,000
mlcroenterpnses and small farmersI

2 Improved capabIlIty ofa mImmum of 8 to 10 reCipient rural financial or tecbmcal serVIce
proViders mthese areas to the pomt that these mstitutions are proVldmg hIgh-quabty, fee
based serVIce and credit, and are self-sustamable ASSisted finanCIal serVIce orgamzatlons
Will have access to additIOnal sources ofcapital through relatIonshIps With formal sector
finanCIal mstltutlOns or, (Iflegally pOSSIble) savmgs accounts, and are capable ofproVldmg
additional financial serVIces These serVIce proViders may mc1ude NGOs, credit umons,
cooperatives, producers asSOCiatIOns and other mdlgenous local orgamzatlons and serVIce
proViders

3 Increased mvolvement ofpnvate, formal sector bankmg mstltutlOns m the proViSion of
financial serVIces to mIcroenterpnses and small farmers mthe targeted geographic areas,
eIther directly or through second-story operatIons With NGOs and other local level finanCIal
serVIce prOViders

4 A smgle, umform results-onented reportmg form used by all USAID-supported tmplementers
to report mcome-generatlon program results

A finanCially sustamable service proVider IS defined as one that collects suffiCient revenues to cover the full
opportumty cost of Its actlVltles Such a program can contmue operating mdefimtely at a stable or groWIng

INote the contractor wIll not be responsible for all 50,000 new clIents, as some ofthese Will be
achieved through direct grants admImstered by the MISSion
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scale, WIthout further support from governments, donor agencies, or chantable orgamzations Growth m
the program's lendmg and/or other servIces can be funded on a commerCial basiS I e remvestment of
profits, loans from commerCial banks, eqUity from pnvate mvestors, or -- mthe case of lIcensed finanCial
mstitutlons -- through the mobilIzation of depOSits Fmanclal sustamabllIty reqUires that mcome from
mterest and fees charged to borrowers, fees charged to clIents, or other busmess actiVities cover (1) the
program's operatIOnal costs, mc1udmg salanes and other costs ofadmm1stratlon (whether paid by the
mIcrofinance entity or received as a donatIOn), depreCiation offixed assets, and losses due to default and
(2) Its financial costs, mcludmg both the costs of ralsmg funds through depOSits or commercial loans and
the opportumty cost (mcludmg mflatIon) ofany grants or low-mterest loans preViously proVided by donors
A servIce proVider whose revenues cover Its operational costs but not Its finanCial costs has attamed
operatIOnal self-suffiCIency, whtch WIll be used as an mtenm standard offinanCial performance

The process ofachtevmg finanCIal sustamablhty WIll be momtored and penodtcally assessed by the
Contractor Therefore, the offeror must propose the momtonng and mIlestone plan that reflects Its
approach to achtevmg the above results

C 3 2 Strategy

The IG actlVlty WIll encompass several dtstmct, but mterrelated, approaches for 10creasmg the avaIlabilIty
oftecmucal and finanCIal servIces m the targeted rural areas These mclude

• A competitIve grant program to asSiSt mstttutions m opemng new offices or expandmg
eXlst10g services m the 12 market towns chosen as the focus ofthe USAID actlVlttes,

• Tecmucal assistance to the Mlmstry ofAgnculture, Livestock and Food (MAGA) to contmue
the pnvatlzatlon of Its extensIOn servIces and ensure the avaIlabilIty ofpnvate extensIOn
servIces to small farmers 10 the 12 geographtc areas, and

• Tecmucal and other support to BANRURAL to Improve Its abilIty to functIOn as a second
story finanCial 1OstltutIons channelIng loans to small farmers and mIcroenterpnses through
cooperatives, NGOs and other non-traditIOnal finanCial servIce prOViders, and support to other
pnvate banks to 10crease their partiCipation m small farm and mlcroenterpnse lendmg m the
selected geographiC areas

Each ofthese components IS descnbed 10 greater detaIl later mthiS document

C 4 SCOPE OF WORK

C 4 1 Responslblhbes

The Contractor WIll be responsIble for four dtstmct actIVitIes (a) managmg a competitive grant program to
stImulate the establIshment or expanSIon ofNGOs, cooperatIves and other mdtgenous commumty
orgamzattons that can prOVide sustamable finanCIal and non-finanCIal servIces mthe selected market
towns, (b) help BANRURAL and pnvate banks to expand seTVlces m the target geographtc areas through
Improved second-story operations through NGOs and cooperattves and proVldmg techmcal and other
assistance (pnmanly mformatIon) to pnvate banks that want to establIsh or expand mlcroenterpnse and
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small farmer credJ.t programs m the selected areas, (c) provuimg technIcal support to help pnvatlZe
MAGA's extensiOn servIces m the selected geograpluc areas and (d) establlslung a momtonng and reportmg
system for all MIssIon actiVItIes related to mcome generatIon

The Contractor WIll be responsIble for the management, admmIstration and oversIght ofactlVlty
operatIons, and the performance of specIfic results mdlcators and reportmg requIrements It WIll admmIster
the actlVlty grant funds and make dIsbursements to selected grants reCipIents The Contractor WIll also be
responsIble for the procurement ofrnaJor commodItIes antICIpated under the grants (1 e the fundIng Will be
taken from each ofthe grants approved by the Conumttee)

C 4 2 Project Management Umt (PMU)

The Contractor WIll establish a Project Management Umt (PMU) to carry out the IG ActiVity The PMU
WIll be set-up as a small, adImmstratively-streamlmed entity, capable ofeffectively managmg all aspects of
the IG actlVlty - mc1udmg the grants program, short- and long-term techmcal asSIstance, trammg and
results mowtormg

C 4 3 ActIVIty Components

C 4 3 1 Grants Component

The Grants Component IS deSigned to encourage servIce prOVIders to eIther locate offices m the selected
geograpluc areas, or to expand operatIOns m eXIstmg offices m those locatIOns USAID/G WIll help cover
the costs and nsks of successful grant proposals to locate or expand operatIOns Grants can cover
operatIOnal costs, costs asSOCIated With estabhshmg or expandmg offices, costs asSOCiated With developmg
new services speCIfically targeted at women and ethnIC mmontles, and other expenses approved by
USAID/G-CAP For grantees mvolved m finanCial services, the program can help the grantees gam access
to established sources offundmg to capitahze credit funds It is estunated that mdlVldual grants to
mstitutlons Will be between $50,000 and $100,000

QualificatIons

Although there may be a large number ofpotential players mthe mIcrofinance and small farm asSistance
sectors the best approach is to concentrate efforts on supportmg a few select NGOs, cooperatives, credJ.t
UnIOns and other entItles that meet the followmg selectIon cntena

• Demonstrated potential to mcrease the access ofthe rural poor to finanCIal and techmcal
servIces, whIch could be, but not limIted to, through the creation ofbranch offices, agenCIes
and other outreach actIVIties

• Wl1lmgness ofthe potential grantee to work duectly WIth USAID/G-CAP's customers (1 e ,
rural, poor, mIcroentrepreneurs and small farmers) W111mgness to nnplement proven finanCial
dlsciplmes towards the attamment offinancial sustamablhty,

• FleXibIlity to modIfy methodologies and procedures to better address specrfic SituatIOns mthe
field,
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• PotentIal to sustam actiVIties beyond the tenmnatlon ofasSistance,

• Proven expenence m proVldmg techmcal and/or financial serVIces to small farmers or
nucroentrepreneurs,

• AudIted Fmanclal Statements from the preVIous calendar year by an authonzed mdependent
audIt firm (Ifthe AudItor's OplDlon IS quahfied or negative, corrective actions must be
accomplished mthe short-term )

Award Process

The grant process COnsiSts ofa senes of steps

• a preproposal conference to be earned out by the contractor, at wruch ttme the grant ehgtblhty
cntena and the proposal format - to be prepared by the PMU and approved by USAID/G
CAP - are descnbed m detaIl

• Proposals (wruch could be for as httle as one year, or up to the duratIOn ofthts contract) wdl
be prepared and subnutted by local orgamzatIons Wlsrung to participate mthe program Wlthm
30 days ofthe preproposal conference The mstltutlOn must proVide an acceptable/feasible
wntten cornmttment to (1) attam full finanCial sustamablhty on the orgamzatlOn's financial
serVIces actlVltles Wlthm a penod to be deternuned on a case by case basiS, and (2) use the
actiVIty grant assistance to expand the avadablhty ofserVIces to rural ffilcroentrepreneurs and
small farmers and other poor people The cornmttment must be accompamed by a busmess
plan outllDlng the major steps to be undertaken mthe process ofachlevmg this goal, mc1udmg
a reahstlc ttmetable for undertakmg those steps, and defimng penodlc benchmarks by which
progress toward the goal can be determmed/measured

• Dunng the first year a techmcal team, composed of the PMU and USAID/G-CAP, Will screen
proposals for new grants and Will evaluate the performance and quahficatlons of mstltutlons
that are sohcltmg grants Proposals are first screened for comphance With cntena as stated
m the request document Ifa proposal IS conSidered quahfied by the techmcal team, but lacks
speCific mformatlon, the elIgible applIcant Will then be allowed additIOnal ttme to comply With
all the reqUired cntena In subsequent years the techmcal team wIll also reView the use of
funds and accomphshment ofbusmess plan objectives for mstltutlons that have received
grants The techmcal team may speCify, through negotiation With the grantee, techmcal
assistance deemed necessary to achieVing actiVity objectives that IS to be mc1uded mthe grant
proposal

• After all proposals have been reviewed and screened by the techmcal cornmtttee, potentially
fundable proposals Will be grouped mto two categones I} proposals recommended for grant
assistance (group A), and 2) proposals which need to meet certam condItions before they can
be recommended for grant assistance (group B) The two categones ofproposals are then
summanzed and presented to a Grants Cornmtttee 2

2The composition of the Grants Committee Will be determmed by USAID/G-CAP and the
contractor dunng the first two months ofthe project

8



I
I
I
I
I
I
I
I
I
I
I
I
il
;1
I
I
I
I

• The Grants Comnnttee IS convened for reView and approval ofthe most qualIfied category A
proposals, and grant asSIstance IS authonzed, grants are SIgned and disbursements are made
shortly thereafter (estunated to be Wlthm a 30 day penod)

• Ifthe COmmlttee agrees Wlth the techmcal team's assessment ofcategory B proposals and the
condItioned reqUlrements, (or those category A proposals that are not approved by the
Comnnttee mthe first round), then these proposals will be returned for compbance by the
appbcants Apphcants Wlll be allowed one week to comply Wlth the stated condItIOns Dunng
this time, the PMU techmcal team Wlll mamtam close contact Wlth the appbcants m category
B to venfy that condItions have been met Once condItiOns are met, grant asSIstance Wlll he
approved Ifa category B proposal IS not m pOSItion to meet the reqUlred condItIOns, then the
proposal Wlll be rejected

• It IS expected that approved grants Wlll typIcally be for more than one year However, the
performance ofeach grant recipient Wlll he reViewed quarterly by the PMU Annually the
PMU and USAID/G-CAP Wlll approve the subsequent year's fundIng Annual performance
cntena for each grant reCipIent Wlll be estabbshed as a reqUlrement for the approval ofeach
grant disbursement Any major Issues wmch anse Wlll be resolved by the contractor (PMU)
m consultatIon Wlth USAID/G-CAP

The Grant Conumttee IS expected to meet as needed dunng the course ofthe year to reView and approve
grants

Grant ReCipient Charactenstlcs

Sernces under thiS contract Wlll strengthen two types of rural sernce entities 1) orgamzatiOns proVIdmg
finanCial sernces to mIcroenterpnses and small farmers - mc1udmg some that are NGOs - Wlth assistance
deSigned to help these programs grow through the pursUlt of finanCial sustamabllIty and, 2) eXlstmg non
finanCial sernce orgamzatiOns that are lookmg to estabbsh wmdows or branches to pursue the
mIcroenterpnse market, targetmg the rural sector For this second category, the challenge lIes m findIng
cost-effective, market-based, and sustamable means to encourage a focus on rural mIcro and small farm
enterpnses

A rural mIcrofinance program may be "mIxed", whereby semce to the poor stratum IS blended Wlth semce
to a somewhat hIgher stratum ofmlcroenterpnses As smaller loan sizes tend to mvolve hIgher costs per
clIent, and as proVISion ofsemces to large numbers ofvery poor rural households tends to mvolve hIgh
costs, It IS more dIfficult to achIeve finanCial self-sufficiency wmle seTVlng the rural poor Programs that
exclUSively target the very poor must seek creative methodolOgies and often must charge hIgher mterest
rates and fees WhIle programs that serve a broad spectrum ofmIcroenterpnses and small farmers can
spread their costs across loans oflarger average Size, and thus have more leeway m reachmg financial
VIabIlity

The contractor Wlll proVIde techmcal assistance to help the recipients adopt "best practices" mtheir
operatIOns, mc1udIng the Implementation ofan effective management Information system (MIS) Where
necessary and appropnate, finanCial support may be prOVIded to help the orgamzatlon reach a sustamable
scale OrgamzatiOns that are either unable or unWlllmg to offer a credible comnntment to attam these goals
Wlll not be elIgible as grant reCipients
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Techmcal AssIstance to Grantees

The contractor IS expected to prOVide other asSistance to the grantees both dunng the proposal preparation
phase and the penod oftheir grants to help them overcome operational dIfficulties and ensure that the
program's objectIves are met The followmg are some ofthe areas that WIll mstItutIonally strengthen
elIgible entIties servmg the small farmer and ffilcroenterpnse sector

• Trammg stafffor ImprOVIng their credit analysIs capaCity, more appropnate calculatIons of
delmquency rates and reserve reqUirements, Improved accountmg systems, Improved reportIng
systems and loan recovery procedures,

• AdVice on sound finanCial practices (1 e , creation ofcapital and reserves, appropnate mterest
rate polICies, reductIon ofadmImstratlve costs, and finanCial specialIzation),

• ReVISion and Improvement ofcredIt methodologies (e g , Village banks, solIdanty groups,
credIt UnIOns, mdIVidualloans) to address more appropnately customers' needs and assure
loan repayment Credit dIversificatIOn WIll be recommended to mmlffilze nsk and have greater
potential for expansIOn mto rural areas,

• AsSistance to new, quasi "financleras" to comply WIth Supenntendency regulatory
reqUirements for mternal procedures and finanCial polICies (audIts, classlfymg loan defaults,
operatIOnal expenses vs assets, capital reqUirements, InformatIOn systems) NGO efforts to
Improve their regulatory enVironment WIll be supported m order for them to gam access to
commercial bankIng system funds (e g , BMI credIt lInes), and once authonzed as
"financleras", capture savmgs,

• Keepmg m mmd the goal of these mstltutIons ofbecoffilng complete finanCial entities, asSiSt
them m settmg up savmgs programs, mcludmg adherence to legal and finanCial reqUirements
to become elIgible to capture and manage savmgs from the publIc,

ASSistance may mclude the additIOnal capitalIzation reqUirements ofNGOs and other finanCial entities as a
means to achIeve sustamabllIty and to support them mtheu efforts to become full serVIce financieras ThIs
asSIstance wIll be granted based on finanCIal performance, and WIll most lIkely be reserved for the latter
years ofa grant reCIpient, once the more urgent technIcal and trammg needs have been met The contractor
WIll propose to DSAID/G-CAP alternatives on the best approach/mechamsm to proVide capItal for lendmg
to grant reCIpIents whIch should be mIme With the ACtlVlty'S overall goal ofmakmg these reCIpients
selfsustamable These alternatIves should be effiCIent and SImple to Implement,

ASSIstance Will be prOVided for the procurement offixed assets for a ffilcrofinance entity for the
Improvement oftheir current finanCIal serVIces mstallatIOns and for the establIshment ofa branch finance
office or agency WIthm proXlffilty to the rural, ffilcroenterpnse market ThIs asSistance Will be evaluated on
a case by case basiS, and may mclude rental space, vehIcles, vaults, bankIng computer equipment,
management InformatIOn systems, operational costs, arrangements for local transportation, and m few
cases may mclude lmes ofcredIt

LimItations for Grants Award

• The contractor shall not award grants that proVide for payment ofprofit
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• The duration ofany mdlVldual grant (and ofall grants) shall not exceed the estnnated
completion date ofthe contract

• Wlule the contractor shall be responsible for awardmg and IDlplementmg the grants,
USAID/G-CAP shall retam the nght to umlaterally ternunate such grants m extraordmary
Circumstances

• USAID/G-CAP reserves the nght to reject any mstltution that may have been selected by the
Grants COmmlttee WIDCh, to the best knowledge and behefofUSAID/G-CAP, does not fulfill
the reqUirements estabhshed beforehand

C 4 2 2 Formal Sector Fmanclal Institution Support

The contractor Will proVlde techmcal and other support to BANRURAL to IDlprove Its ablhty to function
as a second-story finanCial mstitutions channehng loans to small farmers and filcroenterpnses through
cooperatives, NGOs and other non-traditional finanCial seTVlce proVlders Among the actions
contemplated, the contractor Will reVlew and make recommendations for IDlprovmg and streamlmmg
BANRURAL's loan procedures, proVlde management trammg for effectively managmg filcroenterpnse and
small farmer Imes ofcredit, and help improve commumcatIOns and management mformatIOn systems -
mcludmg systems to audit the bank's portfoho and the accounts ofparticipatmg NGOs

The contractor Will pay particular attentIon to IDlproVlng BANRURAL's Imes ofcredit through NGOs
This mc1udes, but is not hfilted to helpmg the NGOs understand the logiC for and need to access formal
sector Imes ofcredit, helpmg NGOs meet bank reqUirements for credIt worthmess, and developmg audIt
procedures for BANRURAL to use to determme the credit worthmess ofNGO apphcants

The contractor Will also support the mcreased mvolvement ofother pnvate banks, pnvate financieras and
credIt umons3, m small farm and nucroenterpnse lending mthe selected geographic areas For the most
part this Will conSIst oftraImng and matenals to help mstitution managers understand the value of
microenterpnse lendmg, and to proVide practIcal approaches to managmg small loan portfohos The
contractor may also help NGOs establIsh credIt worthmess for accessmg commerCIal bank lmes ofcredit,
and may schedule specIfic technIcal asSIstance to mstitutions

C 4 2 3 Agricultural Techmcal SerVIces

The contractor Will prOVide technIcal asSIstance to the MImstry ofAgnculture, Livestock and Food
(MAGA) to contmue the pnvatization of ItS extensIOn seTVlces and ensure the avaIlabIlIty ofpnvate
extension seTVlces to small farmers mthe 12 geographic areas

Smce the nud-1970s MISSIon actIVities m rural development worked directly With the MInIstry of
Agnculture's extenSIOn orgamzations on projects from traditional and non-traditional crop IDlprovement to
development of commumty forestry conceSSIons Many lessons were gleaned from these projects and
mcorporated mto the current MISSIon program One ofthe pnmary lessons was that farmers Will work
together m commumty, mc1udmg With local elected authonties and MAGA extenSIon agents, to Improve the

3Note that credIt umons may be both grant reCIpients and partiCipants m this formal finanCIal
sector strengthenmg component
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management oftheir natural resource base, especially when mcreased productlVlty and profit can be
reahzed Project actlVltles proved to rod m long term stablhty ofthe resource base wlule bUlldmg a sense of
communal responslblhty, mcludmg that ofthe local government

The GOGIMAGA budget for extensiOn durmg the penod became an mcreasmgly larger constramt for them
to proVlde seTVlces to small and mediUm farmers Therefore, an unportant and cntlcallesson from a recent
project was that small poor farmers will pay for pnvate techmcal assistance (TA), for both crop production
and marketmg, when the results ofthe TA are tangible Payment must be to tied to the results ofthe TA
and payable m product or cash Additionally, the techmclans or seTVlce proVlders can make a hvmg
proVldmg seTVlces to groups of small fanners The model pnvate extension seTVlce lDltmlly proVlded a
subSidy, reducmg over tune, for payment ofthe TA The model has been adopted by MAGA to replace the
government extension seTVlce It IS this system Wlth wmch the contractor Wlll work to mstltutlonahze

Techmcal assistance and credit are hnked m the model based on the combmed expenence ofthe Small
Farmer Coffee Improvement project and credit programs through the Rural Development Bank
(BANRURAL) proved to credit proVlders that TA can be mcluded as a legitimate cost m a loan package
The expenence was so slgmficant that BANRURAL mcorporated the methodology mto Its newly
constituted Rural Credit Fund (mltlated Wlth old USAID trust funds) With the adoption of the model,
MAGA restructured and drastically reduced Its' extension seTVlce creatmg the need for unmediate
unplementatlOn of the pnvate techmcal assistance seTVlces Estabhshment ofthis seTVlce IS mtegral to
mcreasmg access to seTVlces by the rural poor

The contractor will proVide assistance to estabhsh a support umt Wltrnn MAGA to spread the use ofpnvate
technIcians by poor rural commumtles The contractor Wlll (a) conduct a busmess planmng exercise Wlth
MAGA to plan the structure, scope, and operations ofthe proposed support umt, (b) asSiSt m preparmg
mternal regulatiOns and operatmg procedures for certlfymg (and recertlfymg) pnvate technIcal assistance
proVlders, (c) asSiSt m draftmg procedures and norms for generatmg techmcal assistance plans and
contracts between local producer organizatIOns and pnvate technIcal asSiStance proVlders, (d) asSiSt m
developmg standards and procedures for unplementmg a grant subSidy program for low-mcome producer
asSOCiatIOns to encourage them to make use ofpaid pnvate techmcal asSistance, and (e) estabhsh a
mechamsm WlthIn MAGA to momtor performance and results

The contractor Wlll asSiSt MAGA m unplementmg this system durmg the first two years ofthe contract
reVlsmg plans and operations as necessary to assure a sustamable system for proVldmg techmcal assistance
m rural areas

C 4 2 4 Umform Results-Oriented Reportmg System

The MISSion's Income Generation Strategy IS bemg unplemented through a plethora ofcontractmg and
grant mechamsms All ofthese have the same basiC obJectives, but there IS no umform standard for
mdlcators, targets and reportmg formats The contractor Wlll, m consultatIOn Wlth USAID/G-CAP and
other orgamzatIons mvolved mthe mcome generation strategy, deSign a common fonnat and methodology
for the reportmg ofperfonnance and unpact data

Thts reportmg methodology must be deSigned to systematically collect conSistent data needed for both
perfonnance and unpact momtormg through standard fonnats that do not requlTe speCial surveys or other
expensive data collection methodologies and that do not greatly mcrease the cost or level ofeffort reqUired

12



--
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

ofthe nnplementmg agency Loan apphcatlon forms and standard extenslOn agent reports WIll be the roam
sources ofmformatIOn

C 4 4 Other Tasks

C 4 4 1 Procurement of CommodIties and Sernces

Commodity procurement IS expected to be mcluded mthe IG ActiVIty to support the lDStitutIOnal
development ofgrant recipIents m many areas such as accountmg, management mformatlon systems,
trammg, credit dehvery, secunty, etc The Contractor WIll be responsIble for the procurement ofmajor
commochties for grants recipIents Among these procurements mIght be motorcycles, personal computers
and software, audio VIsual eqmpment and supphes, vaults, photocopIers, and automatIOn eqmpment

The contractor must seek the approval ofthe Contractmg Officer for any purchases ofautomated
eqmpment (1 e computers, word processors), software or related supphes and seTVlces Ifthe total cost of
the procurement IS expected to exceed $100,000 The Contractmg Officer shall, mtum, obtam
concurrence from USAID/G-CAPIW, MIlRM before proVldmg approval to the contractor

Grant reCipients may be authonzed to locally procure mmor commodities/eqmpment such as desks, chaIrs,
typewnters, file cabmets and other commodities at the mscretlOn ofthe contractor The contractor Will
prOVide procurement mformatlon and procedures to grant reCipIents as necessary

C 4 4 2 Trammg ActiVIties

ASSIstance may also mclude trammg sessIons for local mlcroentrepreneurs who compnse the target market
ofa particular mIcrofinance grant recipient It IS anticipated that specIahzed trammg may be appropnate to
stnnulate the mIcroenterpnse sector and proVide VIable chentele for cremt and savmgs seTVlces proVided by
local mIcrofinance lDStltutions These trammg actlVltles Will be coordmated by the contractor WIth the
grantees The techmcal assistance to grant reCipIents for the adoption ofbest finanCial practices could be
combmed WIth trammg sessIOns for then staff These actlVltles Will be coormnated or arranged by the
contractor A Trammg Plan should be mcluded m each year ActlOn Plan submltted by the contractor to
USAID/G-CAP Every effort Will be made to benefit rural men as well as women (50% each) from
custOmlzed trammg mterventlons to empower them to make use ofcredit and technIcal assistance to
upgrade thelT hvmg standards

The need for finanCial mstltutlon personnel to attend a custOmIzed trammg program out ofthe country WIll
be conSidered and exammedJomtly With USAID/G-CAP

C 5 IMPLEMENTATION SCHEDULE

The implementation schedule WIll be developed each year by the contractor and approved by USAID/G
CAP Performance Will be measured agamst the approved nnplementatlon schedule Dunng the start-up of
the contract, the contractor Will accomphsh the foIIowmg
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1 Relocate personnel to WithIn 30 days ofSIgnmg ofcontract
Guatemala

2 Estabhsh, furmsh, staff Wlthm 45 days ofSIgnmg ofcontract
and eqUlp office m
Guatemala

3 Develop first year Approved by USAID/G-CAP WIthIn 90 days
workplan ofSIgnmg ofcontract

4 IdentIfy potential WIthm 90 days ofSIgnmg ofcontract
finanCial and technIcal
servIce grant recipIents

5 Prepare grant cntena and Approved by USAID/G-CAP WIthm 120
procedures days ofSIgnmg ofcontract

6 Develop workplan for Approved by MAGA and USAID/G-CAP
MAGA actIVitIes wlthm 120 days of slgnmg ofcontract

7 Develop workplan for Approved by MAGA and USAID/G-CAP
BANRURAL and pnvate withm 120 days of sIgmng ofcontract
bank actIVIItes

8 Hold pre-grant conference Wlthm 150 days ofslgmng ofcontract
for potential grantees

9 ReView mitial grant Withm 180 days ofslgmng ofcontract
proposals

C 6 PERSONNEL

C 6 1 Team ComposItion

The followmg technIcal personnel are conSidered essential for the ImplementatIOn ofthe actiVity a ChIefof
Party, a Fmanclal SerVIces SpeCialIst, a Pnvate-Sector Agncultural ExtenSIon ServIces SpeCIalIst, a Grants
Management Speclahst, and a Fmancial Analyst However, the offeror may propose alternative staffing, as
long as the key skIll areas are covered and the team proposed IS Judged to have the capacity to carry out the
scope ofwork The team WIll also mc1ude local support staffas reqUIred Any or all ofthese POSItIOns
may be filled by local, TCN or US technICIans

Short-term technIcal asSIstance WIll complement the long-term team m speclahzed subjects Offerors are
required to propose staffing that fulfills the mIX of skIll areas The contractor WIll be reqUlred to have the
ChIefofParty and other key personnel m place WIthm 45 days after award

C 6 2 Qualifications, ResponSibilities and Duties ofKey Personnel
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These categones of speclahzatIon may be modified at the tIme ofcontract negotiatIon, mcludmg the
duratIon ofthe assignment, based upon proposed mformatlOnlapproach prOVided by the contractor and
acceptable to USAID/G-CAP

ClnefofPartv/PMU Manager (36 person months)

The ClnefofParty Will be the Contractor's pnnclpal representative m Guatemala and have pnmary
responslblhty for managmg the IG ActiVity and mamtammg appropnate halson With finanCial mstltutlons,
NGOs, other governmentallnstltutlons and USAID/G-CAP The ClnefofParty Will also

• PrOVide ViSion and overall1eaderslnp to project team

• Manage the Contractor's m-country techmcal assistance team

• Coordmate the work ofshort-term techmcal assistance

• Prepare annual work plans

• Subffilt reports and other admlmstratlve mformatlOn to the USAID/G-CAP project manager
as reqUired

• Create Grants COffiffilttee

• Oversee the competitive grants process (prepare annual workshops and proposal format)

For thiS POSition demed quahficatlons mclude an MBA or other advanced degree m Busmess, EconOffilCS
or related field With at least eight (8) years ofexpenence m managmg developmental projects With
emphasiS on rural credit and techmcal servlces He/She should have

• proven managenal skdls mvolvmg large proJects,

• ablhty to work comfortably With diverse mcome groups,

• ablhty to estabhsh and mamtam good workmg relatlOnslnp With USAID/G-CAP management,

• excellent oral and wntten commumcatIon skdls m both Enghsh and Spamsh,

• the ablhty to qUickly estabhsh good workmg relatlOnslnp With semor level governmental
offiCials as well as representatives ofNGOs and the financial system,

• expenence With MIS, and

• pnor knowledge ofUSAID project management procedures

Fmanclal Servlces Speclahst (36 person months)

DeSIred qualifications would mclude an MBA/Advanced Degree m Fmance or Bankmg and at least five (5)
years ofexpenence workmg With either profit-onented or non-profit finanCial mstltutlons, preferably

15



I'
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

mstitutlons engaged m small farmer or mlcroenterpnse credit and other financial servIces Knowledge of
the mlcrofinance sector financial and accountmg systems IS requIred for the full understandmg ofIssues
related to the sustamablhty offinanCial mtermedIanes He/She should also be able to carry out performance
plannmg and budgetmg and should have expenence With MIS for finanCial mstltutlons Tlus person should
also be fanuhar With tnlcrolendmg and small farmer lendmg methodologies It IS also required that tlus
person be fluent m both Spamsh and Enghsh

For tlus pOSitIOn desIred quahfications mclude an MBA or other advanced degree mBusmess, Economlcs
or related field, With at least eight (5) years offield expenence m finance programs He/She should have

• proven bankmg and finanCial management,

• the ablhty to work comfortably With diverse mcome groups,

• the ablhty to estabhsh and mamtam good workmg relationship With USAID/G-CAP
management,

• excellent oral and wntten communicatIOn skills m both Enghsh and Spamsh,

• the ablhty to qUIckly estabhsh good working relatIOnship With semor level governmental
offiCials as well as representatives ofNGOs and the financial system, and

• knowledge ofUSAID project management procedures

OrganizatIOnal Development SpecIahst (24 months)

TIns speclahst would be responSible for asslstmg MAGA to estabhsh a support urnt WIthm MAGA to
spread the use ofpnvate techmcIans by poor rural commumtles The contractor Will (a) conduct a
busmess plannmg exercise With MAGA to plan the structure, scope, and operations ofthe proposed
support urnt, (b) asSiSt m prepanng mternal regulatIOns and operatmg procedures for certIfymg (and
recertlfymg) pnvate techmcal assistance prOViders, (c) asSiSt m draftmg procedures and norms for
generatmg techmcal assistance plans and contracts between local producer orgamzatlons and pnvate
techmcal assistance proViders, (d) asSiSt m developmg standards and procedures for nnplementmg a grant
subSidy program for low-mcome producer asSOCiations to encourage them to make use of paid pnvate
techmcal asSistance, and (e) estabhsh a mechamsm Wlthm MAGA to momtor performance and results

Tlus specIahst should have an advanced degree m orgamzatlonal development or a related field, With at
least 10 years ofpractical expenence, and must be fluent m Spanish and Enghsh In addition, the
consultant should have

• the ablhty to work comfortably With diverse mcome groups,

• the ablhty to estabhsh and mamtam good working relatIOnship With USAID/G-CAP
management,

• excellent oral and wntten commumcatlon skills m both Enghsh and Spamsh,
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• the ablhty to qUIckly estabhsh good workIng relatIonshtp With semor level governmental
officials as well as representatives ofNGOs and the finanCial system, and

• knowledge ofUSAID project management procedures

FmancIaI Analyst (18 months)

The Fmanclal Analyst would be responsible for assessmg finanCial performance/situation ofthe mstltutlOns
applymg for grants and determmmg levels ofoperational/financial sustamabIllty ofgrants recipients based
on negotiated annual targets With grants recipients He/She Will be responSible for momtonng the advance
towards selfsustamablhty and the adoption of recommended sound financial practices In addItIOn, this
person wIll be responSible for assunng the mtegratlOn ofthe financlal/accountmg systems With the
nucrofinance system ofthe finanCial mstItutlOns recelvmg grants TIns profeSSIOnal Will develop scopes of
work for medIUm and short-term techmcal assistance based on needs Identified m grants recipients
proposals to asSiSt them to adopt best finanCIal practices

TIns speclahst must have an MBA or SImIlar advanced degree m finance, finanCial analySIS or other SImIlar
field, and at lesat 5 years ofpractical expenence The consultant must be fluent m Spamsh and Enghsh

Grants Management SpeCialIst (24 months)

ThIs specIahst would be responSible for managmg the grants process ThIs mcludes processmg the
approved grants, establIshtng and mamtaImng a schedule for grant dIsbursement, momtonng performance
targets and grant cntena tied to dIsbursements, and prepanng grant documentatIon and reports A college
degree or secretanal degree With substantIal expenence as an adnumstrative asSistant or grants manager
would be reqUIred The mdividual should have an understandmg ofaccountmg

C 6 3 Short-Term AdVisors

In addItion to the long term techmcal assistance mentioned above, the Contractor Will prOVIde
approXImately 48 person months of short term off-shore or local techmcal assistance dunng the hfe ofthe
Contract Short term techmcal asSIstance Will be coordmated by the PMU to

• asSist grant recipients to Improve theIr finanCial performance through the adoption ofbest
practices towards the attamment ofImproved customer servIce and finanCIal sustamabIhty,

• provmg trammg and short-term adVISOry servIces to BANRURAL to Improve second-story
operatIons through NGOs and other finanCIal servIce prOVIders, and to pnvate banks and
credIt urnons to encourage greater direct mvolvement m both nucroenterpnse and small farmer
credIt,

• to MAGA and small farmer producer orgamzations to Improve the utlhzation and
effectiveness oftechmcal asSistance, and to MAG to Improve the operatIon ofthe techmcal
assistance support urnt
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C 7 CONTRACT TERMS

Contractor fundmg Will be task-based Agreement on task budgets and schedules Will be determmed
annually, With reqUirements for the first year defined m an approved workplan Performance benchmarks
negotIated With USAID/G-CAP for the fisrt and second year Will be mc1uded mthts contract, and modIfied
as appropnate m successIve ImplementatIOn years

Progress Will be evaluated annually ModIficatIOns may be mtroduced as a result ofevaluatton
recommendatIons Any modIficattons of such slgrnficance as to substanttally change contractor
responslbllttles Will be addressed through a contract amendment

C 8 PLANNINGIREPORTING REQUIREMENTS

C 8 1 Annual Actton Plans

The Contractor Will submIt for USAID/G-CAP approval annual ActIon Plans whIch delmeate major
actlVlttes to be undertaken by Contractor personnel m furtherance ofProject goals and finanCial mstltutlons
strengthenmg towards self-sustamablltty mcludmg a mtlestone plan The annual ActIon Plan Will mclude
the strategy that Will be used for the achIevement ofproject goals, mdlVlduallong term TA tasks, expected
short term TA asSignments, a commodIty procurement plan, a trammg plan, expected targets based on
USAID/G-CAP mdlcators, a momtonng and evaluatIOn plan, and other proposed expenditures ofcontract
funds The Action Plan shall also mclude an estlffiate ofcounterpart contnbutlon by potentlallextstmg
recIpIent mstltutlons

C 8 2 Fmanclal Reports

The contractor Will submtt a Fmanclal Report along With the Quarterly Progress Report to be submttted to
USAID/G-CAP m Apnl, July, October and January ofevery year This Report shall mclude expenses
mcurred dunng the quarter, not only ofthe contractor's operatIOnal expenses, but also by reCIpIent, and a
Counterpart ContnbutlOn Report

C 8 3 Quarterly Progress Reports

The Contractor shall momtor performance under the Contract and ensure that ttme schedules are bemg met,
projected work umts by ttme penods are bemg accompltshed (ofboth the contractor and the mtcrofinance
grant recipIents), and other performance goals are bemg achIeved Based upon thts momtonng, the
Contractor WIll mamtam monthly records and shall submtt quarterly techmcal performance reports to
USAID/G-CAP that bnefly present at mmImum the followmg mformatlon for each functIon under the
Contract

• A companson ofactual accomphshments WIth the target mdicators estabhshed for the penod
mthe tmplementatlon plan based on USAID/G-CAP mdicators (see mdicators Attachment 7),
mcludmg a breakdown by type ofassistance Ifestabhshed targets were not met, reasons why
they were not met, and actIons that Will be taken towards their achIevement,

• Summary oftechmcal assIstance prOVided to grantees or arranged to be proVided,
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• Estunated demand projectIOns from elIgible applIcants for the use ofgrant funds, and
estunatlon of adequacy offundIng to meet this demand,

• Informatlon ofchanges and movements ofpersonnel,

• Other pertment mformatlOn mcludmg, when appropnate, analysIs and explanatIOn ofcost
mcreases or underestunatlOn ofongmal cost projections

• Counterpart contnbutlOn report m format proVided by USAID/G-CAP

The Contractor Will submIt the quarterly technIcal performance reports to the USAID/G-CAP S04
Mlcrofinance team WithIn 30 days ofthe completion ofthe quarter The last day ofeach quarter IS defined
as the last day ofthe month ofMarch, June, September and December The December report should
contam a companson ofannual overall achIevements With speCific targets defined for that year m the
Action Plan

C 8 4 Fmal Report

The Contractor Will submIt a final report at the end ofthe Contract

C 9 EVALUATIONS

A mId-tenn evaluation ofthe IG ActiVity Will be undertaken dunng the third year ofthe actlVlty The
results ofthe evaluation Will be utIlized to determme whether USAlD/G-CAP should contmue fundIng for
this ActiVity under the Contract and make reViSions, Ifnecessary, to ActiVity functiOns to faclhtate
accomphshment ofActlVlty objectives In addition, a final evaluation Will be done dunng the last quarter
ofthe IG ActlVlty Both evaluatIOns wIll be funded With ActiVity funds under USAID/G-CAP
Management Costs and Will be dIrectly contracted by USAID/G-CAP Therefore, costs associated With
these evaluations must not be proposed as part ofthe offeror's busmess (cost) proposal USAID/G-CAP
reserves the nght to accelerate the evaluatIon schedule or undertake additIOnal evaluatIons, Ifdeemed
necessary

C 10 ADDITIONAL BACKGROUND INFORMATION

Firms WishIng to respond to this RFP should consult the MISSion's Result Package ofStrategic Objective
No 4 for the general context and objectives ofthe IG actiVity In additIon, the MISSion currently has
several actIVitIes underway to gather mfonnatlOn needed to mount successful efforts m support ofthis
actiVity

Rapid Appraisal ofMarket Town Growth Centers ThIs rapid appraisal assessment of
the econOmIC and rural transformatIOn potential ofeleven market town growth poles IS
mtended to (1) reconfinn the selection oftarget areas for USAID/G-CAP concentratIOn,
(2) generate ImtIal mformatlOn that Will serve to target and plan mterventIOns, (3) IdentIfy
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C 11 KEY ACTIVITY STANDARDS

C 11 1 Program Income

These three studies Will proVIde a broad base ofbackground Information for future actIVItIes targeted
toward mcreasmg household lIvelihood m the MIssIon's target geographIc areas

areas for further data collectIon and analYSIS, and (4) proVIde baselme InformatIon for
momtormg and evaluatIon The study wIll be carned out by a local consultmg firm
workIng dIrectly for the MISSIOn

20

Which source IS not from a pnor USAID/G CAP project4

Counterpart contnbutIon Will come from the grant reCIpIents These contnbutlOns may be m cash and/or
m-kmd such as, but not limIted to, grant reCIpIents voluntary tIme, fixed assets to be used for the ActIVity'S
purpose (wluch were not purchased With USAID/G-CAP funds), office space, office supplIes, etc
ContnbutlOns may also mclude loan portfolI04

, capItal support leveraged from bank savmgs accounts by
grant recIpIents, as well as other donor asSIstance, and other m-kmd contnbutions A mImmum of25% of
the total ActIVIty cost or one third ofthe amount financed by USAID/G-CAP Will be reqUIred as
counterpart contnbutions from sub-grantees Indeed, abIlity to prOVide counterpart Will make a gIven grant
proposal more attractIve, as more results can be leveraged With scarce USAID/G-CAP resources
Counterpart funds Will be tracked by the contractor and reported to USAID/G-CAP on a quarterly basIS
In the case that grant reCIpIents are agenCIes ofthe publIc sector, the contractor Will need to coordinate With
appropnate government agenCIes to momtor and report counterpart contnbutlOns

Program Income Will be any mcome earned by the reCIpIents that IS directly generated by an actiVIty
supported With USAID/G-CAP funds or earned as a result of the award Any mterest generated from loan
portfolIos funded by USAID/G-CAP or from any type offunds or accounts to facditate capItal for lending
to grant recIpIents, Will be also conSIdered program mcome Program mcome Will be used to finance the
non-Federal share ofthe project or program and used for the same ActIVity objectIves

Study of the Pohcy EnVironment for MlcroEnterprise ActIVities USAID/G-CAP IS
also planmng to finance an m-depth study ofthe macroeconOmIC and polIcy enVironment
for microenterpnse development m Guatemala The study Will seek to IdentIfy polIcy
constramts to the growth and effectiveness ofmIcrofinance mstitutlOns and other local
orgamzatIons that proVIde serVIces to small farmers and small-scale entrepreneurs

Inventory of MicroEnterprlse SerVIce ProViders USAID/G-CAP IS planmng to
finance a study of mstItutIons engaged m mIcroenterpnse support actIVItIes Thts survey,
winch WIll be carned out by local researchers under the dIrectIOn ofFAFIDESS, WIll
IdentIfy the range, scope and locatiOns of serVIce proVIders, the types and charactenstIcs of
serVIces proVIded, and the key problems and Issues facmg mIcroenterpnse serVIce
proVIders m Guatemala Although not specIfically focused on the market towns, the study
Will proVide good InformatIon on the InstItutIOns offermg serVIces mthese towns, and Will
be useful m planmng and tadormg future USAID/G-CAP mterventIons mthese areas
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C 11 2 Other Donors

The InterAmencan Development Bank (IDB), the German TechnIcal Corporation (GTZ), the International
Fund for Agncultural Development (IFAD), and the World Bank have Identified rural Inlcro-enterpnse
wtlatlves Local orgaruzatlonal strengthemng IS core to all the wtlatlves USAID Will coordmate With
these and other donors to budd synergy and aVOid overlap m field operations and to msure consistent
pohcles

C 11 3 Partners

USAID's pnnclpal partners Will mc1ude GOG pubhc sector agencies, farmer cooperatives, local,
mternatlonal, and non-governmental orgaruzatlons It IS expected that partners funded by USAID Will
proVide teclmlcal asSistance, procurement, and adImmstration ofboth on- and off-farm Inlcro-finance
actiVities The partners Will help selected financial mtermedtanes, pnvate banks, and BANRURAL,
strengthen and expand the rural financial mstitutiOnal system wIDch mtum Will prOVide access to financial
semces, tralmng and technIcal assistance to mlcroenterpnses The ultimate objective IS to develop a system
of finanCial semces that IS valued by the chents and mcorporates "best practices" m all aspects of
operations

C 11 4 ActiVity Selection Cntena

BUlldmg on exlstmg efforts, fundmg for the RP Will focus on the mcorporatlon ofmnovatlve and cost
effective actlVltles to mcrease the mcome generatiOn potential ofthe rural mdtgenous poor m the target
areas SelectiOn standards Will apply to all new mltIatlVes under the RP to assure that actlVltles are
deSigned to respond to customer needs and make the greatest use of local organizatiOns and national
expertise Further, the actiVities should demonstrate a hlgh potential for sustamablhty, and be sensItive to
gender and ethmclty factors - smce women and Mayans have been Identified as our most Important chent
group

C 11 5 Customer Service Plannmg

USAlD has developed a Customer Semce Plan to gUide actiVities funded under the mcome generation
banner Partners for this speCific RP wdl be expected to develop customer semce standards With the full
partiCipatIOn ofcustomer representatives Feedback obtamed from customers Will be shared among all the
collaboratmg partners regularly to better mform management and programmatic declSlons

Some general guldelmes and expectatiOns are that USAlD and Its partners Will

• use participatory approaches to determme customer needs, perceptIOns and feedback on the
semces proVided,

• develop effective strategies to empower women, mdlgenous, and comrnumtIes m declslon
makmg,

• develop performance momtonng plans to venfy customers perceptiOns and degree of
satisfaction With the semces prOVided,

• evaluate their semces through customer satisfaction surveys,
• prOVide opportumtles for customers to feed mto penodlc progress reports, results reViews, and

Impact studies
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Spanish-Language Translations


