
 

PROJECT SUMMARY 

RURAL FINANCE PARTNERSHIP FOR LATIN AMERICA AND THE CARIBBEAN 

(RG-M1230) 

While the microfinance industry has grown to reach US$ 18.9 billion portfolio and 14.9 
million clients with about 675-700 microfinance institutions (MFIs) serving poor and 
low-income population (PLIP), large proportions of micro and small businesses, farms 
and individuals in Latin America and Caribbean (LAC), especially those located in rural 
areas, still lack meaningful access to financial services. A number of MFIs that cater 
PLIP clients are increasingly interested in rural and agricultural markets. A few leading 
MFIs have started entering this market with positive results, signaling that there is an 
interesting business (and mission) opportunity for those MFIs that are able to innovate 
and adapt their lending methodology and business model. The majority of MFIs 
serving (or willing to serve) this segment still lack many of the capacities 
(methodologies, products, delivery channels and infrastructure) needed to do so 
adequately. The rural setting presents different challenges that these organizations 
will need to overcome to successfully engage rural and agriculture sector clients, which 
include acquiring different technical capacities (i.e. being able to analyze--and often 
even to organize—value chains), developing appropriate delivery-channel and product 
lines for rural and agro-related businesses, as well as other non-credit services 
(savings, payments, insurance, etc.) to bundle their product offerings and generate 
economies of scale.  

The “Rural Finance Partnership for Latin America and the Caribbean” (RFP) project 
aims at enhancing a sustainable and adequate provision of financial products and 
services to PLIP in LAC through the deployment of innovative and effective technical 
assistance (TA) interventions to 10 MFIs with a significant rural focus. TA will be 
directed to help these MFIs to diversify their product lines by designing, piloting and 
deploying new products, methodologies/processes as well as exploring delivery 
channels for agro-related businesses, value-chain financing and non-credit services to 
better serve rural clients’ needs that have been neglected due to MFIs’ lack of 
capacities to attend this segment.  

The final beneficiaries of the RFP will be at least 130,000 rural dwellers engaged in 
agriculture and micro businesses that will access or expand their use of financial 
services, by becoming clients of the participating MFIs. 

The Executing Agency, Incofin Investment Management (Incofin IM) is a fund advisory 
company with over US$400 million assets under management that has entered in the 
technical assistance arena with eight other partners and seeks to expand this type of 
interventions in Latin America and the Caribbean jointly with the MIF. It manages two 
debt funds focused specifically on expanding rural microfinance services, which has 
enabled it to acquire important experience on rural markets and on the financial 
intermediaries that service them.  Incofin IM has developed relevant experience and 
specific tools for assessing MFI social and rural profile such as a rural score 
methodology to measure the proportion of MFI clients living in rural areas and the 



ECHOS© tool, applied to ensure that the social profile of an MFI matches Incofin IM’s 
social investor mandate. 

This first-time partnership between Incofin IM and the MIF will rely on the extensive 
experience on rural microfinance of both institutions, which will provide useful insights 
in the design of TA interventions and in sharing knowledge, based on lessons learned 
in earlier projects funded by the MIF in LAC and Incofin in other regions (Asia, Africa). 
It is expected that synergies between the two institutions will contribute to the 
adoption or replication of successful products and practices developed within the RFP 
by other MFIs of the LAC region and eventually worldwide through Incofin IM’s 
participation in other funds/TA facilities earmarked for other regions of the world. 

MIF’s contribution is essential to the success of the RFP not only in terms of financial 
contribution and its leveraging potential with other donors, but mainly in terms of 
facilitating access and exchange of technical expertise and best practices in rural 
finance methodologies and innovative products for the MFIs. 
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	I. Background and Justification
	A. Diagnosis of the problem to be addressed by the Project
	a. The specific characteristics of rural areas and economies that affect the provision of financial services by increasing transaction costs and influencing the risk profile of operations, such as: low-population density, high incidence of poverty, sm...
	b. Inadequate lending methodologies and financial products to cater the needs of rural clients: Traditional microcredit methodologies, based on urban models, consist of short-term loans of small amounts with fixed repayment schedules, which are inadeq...
	c. The high-cost structure of many MFIs is a challenge to expand financial services in rural areas and has been identified as an important barrier for clients to approach financial institutions.
	d. MFIs often have insufficient information on the characteristics of rural markets to devise adequate financial products and commercial strategies.
	e. Smaller MFIs, the majority of which are rural-based, exhibit weak capacities in governance and human resources, as well as risk management and internal controls that do not allow them to serve their clients efficiently, to improve their financial p...
	f. Insufficient private investment in microfinance operations, as funding of investors is still mostly concentrated in urban MFIs.
	B.  Project Beneficiaries
	1.6 The direct beneficiaries of the project will be about 10 MFIs with a significant rural focus, located in LAC countries that will improve their capacity to deliver financial services to rural clients. Supported MFIs will be Tier 2 intermediariesP3F...
	1.7 The final beneficiaries will be rural dwellers that are clients and/or potential clients of participating MFIs. These beneficiaries have their economic activities in rural areas and, according their income levels, are considered PLIPsP4F P. It is ...
	1.8 It is estimated that around 130,000 microenterprises or individuals in rural areas will benefit from the RFP project. Approximately 60% of them will be women.
	C.  Contribution to MIF Mandate, Access Framework and IDB Strategy
	1.10 The project is aligned with MIF’s dual mandate of private sector development and poverty alleviation. Regarding private sector development, this project will contribute to improve capacities of private sector financial institutions (MFIs dedicate...
	1.13 UComplementarity with the Bank.U The project will contribute to the overarching IDB mandate of poverty reduction established by the Ninth General Capital Increase in the sense that will support local financial institutions to improve its capaciti...

	A. Objectives
	2.1 The overall objective of the project at the impact level is to enhance financial inclusion of PLIP living in rural areas, in order to contribute to improving their economic conditions. The purpose of the project at the result level is to increase ...

	B.  Description of Model/Solution/Intervention
	2.2 UImproving MFI capacities to serve rural areasU:  This first-time partnership between Incofin IM and the MIF will finance TA interventions directed to enhance MFIs capacities to serve rural clients sustainably. This will be achieved by helping the...
	2.3 UUse of accumulated experienceU: Incofin IM, the executing agency of the project, is a fund advisory company with extensive experience in managing microfinance investment vehicles in developing countries around the world. Incofin IM considers tech...
	2.4 UExtending alliances for developing rural microfinanceU.  The project will also include other donors engaged by Incofin IM as counterpart funders (AFD, BIO, NMI), which will contribute to create synergies to achieve the common objective of advanci...
	2.5 USelection of eligible beneficiary MFIsU:  The project will rigorously select a group of MFIs (estimated in about 10) interested in expanding their services to low-income population in rural areas to participate in the project.  Selection will be ...
	2.6 UDesign and approval of TA interventionsU:  Once deemed elegible Incofin IM will work with the MFI to design a TA project and will submit the proposals to a Steering Committee integrated by Incofin IM and the MIF. Incofin IM will monitor the execu...
	C.  Components

	Component I: Product Development. US$678,000 (MIF: US$ 406,800, Counterpart: US$271,200)
	2.7. The objective of this component will be to support the development, rolling out and adjustment of new products/methodologies (credits, savings, insurance) catering the needs of rural clients. The financial products and/or methodologies to be fina...
	2.8 Activities of this component entail the financing of participatory diagnostic studies to better understand rural clients’ needs including rural household surveys, market research studies and client satisfaction studies for the MFIs participants in...
	2.9 The main results expected from this component are: (i) 2,500 rural MFI clients using the new financial products developed by the project; (ii) 6 new financial products, developed and rolled out; (iii) of the 6 products that will be developed, 2 ne...

	Component II:  Exploring delivery channels. US$168,000 (MIF: US$ 100,800; Counterpart: US$67,200).
	2.10 The objective of this component is to support MFIs explore opportunities for developing new delivery channels that can increase efficiencies and cost effectiveness in service provision, thus contributing to a decrease in the high-cost structure o...
	2.11 Activities under this component include exploring IT tools and processes to increase MFI presence in rural areas, such as branchless banking, the use of magstripe and smart cards, and Point of Service (POS) devices, or the use by MFI staff of per...
	2.12 Main results expected from this component are: (i) 3 feasibility studies for new delivery channels; (ii) 3 strategies approved to establish new delivery channels to provide financial services or opportunities to test using GPS for client localiza...

	Component III:   Social Performance Management (SPM). US$202,000 (MIF: US$126,200; Counterpart: US$75,800).
	2.13 The objective of this component is to enhance the social performance of selected MFIs including the adoption of improved client protection measures. This component will entail increasing SPM exposure and awareness of MFIs in order to get informat...
	2.14 The activities and products of this component will entail the financing of Social Performance Management (SPM) and Customer Protection Principles (CPP) assessments, SPM workshops directed to the participant MFIs, set up and implantation of SPM ac...
	2.15 Main products expected for this component are: 6 MFIs having developed a SPM/CPP action plan; (ii) 4 MFIs that changed/initiated one good practice in client protection/prevention or over-indebtedness; (iii) 5 MFIs improved at least one level in t...

	Component IV.   Capacity building in specific areas. US$270,000. (MIF: US$121,500; Counterpart: US$148,500).
	2.16 The objective of this component is to upgrade the overall performance of smaller MFIs serving rural areas, by focusing specifically in four main areas: risk management, internal controls, human resources, and governance. This component will be ea...
	2.17 The activities of this component are the following: (i) conduct capacity assessments on risk management, internal controls, human resources, and governance to identify key capacity gaps and an action plan to address them; (ii) develop/update metr...
	2.18 Main products expected of this component are: (i) 3 MFIs have improved their risk management practices and adopted appropriate risk management tools; and (ii) 3 small MFIs have adopted human resources best practices or governance best practices.

	Component V: Knowledge Management and Strategic Communication. US$115,000 (MIF: US$ 100,000; Counterpart US$15,000).
	2.19 The knowledge gap that the project will address relates to how to extend financial services in rural areas at reduced costs and with increased efficiency, with a view to the sustainability of these services and the MFIs that deliver them.   In th...
	2.20 The project will share experiences and lessons learned internally among participating MFIs as well as with wider audiences made of Incofin’s investees in LAC and other parts of the world, and more broadly with other MFIs interested in rural finan...
	2.22 The main channels to reach these audiences will be: Internal workshops with the participant MFIs of the RFP at a regional level that will foster analysis and discussion on specific themes (product development, agrolending and rural finance, deliv...

	D. Project Governance and Execution Mechanism
	2.25 To ensure adequate coordination, branding and exchange of lessons learned between the MIF and Incofin IM, the RFP will be governed by a Steering Committee (RFP-SC) with MIF and Incofin participation, while the Executing Agency will act as TA Mana...
	2.26 The RFP Steering Committee will be established to oversee project execution and evaluation, including approval of MFIs TA proposals according to strict selection criteria included in the Operating Rules and Regulations of the RFP (Annex IX).  Two...
	2.27 For the MFI TA approval and implementation processes,  Incofin IM will be responsible for: project sourcing (performing regular missions in countries and using different tools designed by Incofin as ECHOS©; Credit Risk Score, CPP questionnaire to...
	2.28 Individual TA interventions will typically cost somewhere between US$100,000 to US$200,000 and will include at least 20% as counterpart resources from the MFI, to ensure proper alignment of interests. Activities included in each TA proposal will ...
	2.29 Incofin IM will designate a TA coordinator to manage the RFP within the organization as well as an Investment Manager acting as a technical advisor to identify and define TA projects.  Legal and financial departments of Incofin IM will support th...
	E. Sustainability
	2.30 Sustainability of the RFP will imply that after the conclusion of each TA project, the benefits realized by the MFI are maintained and continue after the completion of the project in terms of rural outreach and cost-effective strategies to includ...
	2.31 Other three important factors that may contribute to sustainability of interventions are: (i) the involvement of the MFI in the design, implementation and funding of the project to ensure enough ownership of the outputs and outcomes of the TA; (i...
	F. Experience and Lessons Learned from MIF or other Institutions
	2.34 On the other hand, the world-wide experience of Incofin IM in managing the implementation of TA services directed to MFIs including working with 19 projects in different regions of the world will be a key aspect for the RFP.
	G.  MIF Additionality
	H. Project Results
	2.37 It is expected that the development of the RFP will result in an increase of the outreach and improvement of the skills/capacities of selected MFIs in order to provide adequate sustainable financial services and products catering the needs of rur...
	I.  Project Impact
	2.38 Based on the intended results, the expected impact of the RFP will be to enhance financial inclusion of low income population living in rural areas in order to contribute improving their economic conditions. Indicators to measure desired impact w...
	J.  Systemic Impact
	2.40 Two types of systemic impact are foreseen for the RFP, first, as the partnership between the MIF and Incofin IM will assure stronger project design and implementation, better analysis of projects results and impact and more effective knowledge sh...

	III. Monitoring and Evaluation Strategy
	3.1. UBaseline.U The baseline data for each TA project will be set through the information collected by Incofin IM further to the due diligence analysis.  Incofin’s monitoring systems include already for its existing investees all the information rela...
	3.2. UMonitoring.U As the TA Manager and Executing Agency, Incofin IM will be responsible for collecting and reporting on all data included in the logical framework of the RFP as well as on the progress of the project in general. Incofin IM has develo...
	a) Submission on a semi-annual basis, from the participant MFIs to Incofin IM, monitoring reports including progress on main indicators and activities planned in the TA projects, as well as relevant information of factsheet and ECHOs tool reports.
	b) Submission on a semi-annual basis from Incofin IM to the MIF of a Progress Status Report (PSR) which will compile activity and progress of each TA project as well as report RFP collective indicators on activities, results and impacts foreseen in th...
	c) Organizing and developing Incofin IM monitoring missions for each TA project on an annual basis.
	d) Organizing and accompanying monitoring missions of the MIF, upon request.

	3.3. INCOFIN will ensure the MIF that appropriate measures had been taken, should significant negative deviations of the TA project performance, originally agreed between the MFI and INCOFIN, had occurred. Additionally, Incofin IM will keep all the do...
	IV. Cost and Financing
	4.1 The project has a total cost of US$1,820,000, of which US$1,000,000 (54%) will be provided by the MIF, and US$820,000 (46 %)P12F P by the counterpart.  Counterpart resources may include resources from other donors (AFD, BIO, NMI, Incofin Cvso) and...

	V. Executing Agency
	A. Executing Agency
	5.1 Incofin Investment Management (Incofin IM) will be the Executing Agency of this project and will sign the agreement with the Bank. Incofin IM is a Fund Advisory company with over US$400 million assets under management, specialized in investing in ...
	5.2 Incofin IM’s main goal is to bring financial access to people who are active in the agricultural sector and/or who live in rural areas. Incofin IM mission is to invest in companies that increase financial inclusion, in order to generate developmen...
	5.3 Investment experience in rural areas. Providing access to financial services to the underserved rural population has been the driving vision behind the launch of Incofin’s Rural Impulse Fund I (RIF) in 2007 in order to target financially sustainab...
	5.4 Incofin IM considers technical assistance (TA) to be paramount in improving the quality of services provided by MFIs to their clients. The set-up of a RIF II Technical Assistance (TA) Facility has marked a shift in the investment philosophy of sys...
	5.5 For this reason, a technical assistance coordination department has been created within the core of its operations. Also, Incofin IM has been able to secure US$ 4.82 million for TA interventions with other international donors like the French Deve...
	5.6 Stature and capacities: Incofin IM has a strong geographic diversification, with investments in 43 different countries across the world. LAC constitutes the most important area: 39% of total portfolio and 37% of Invested MFIs (around 40). Addition...
	5.7 Incofin IM adopts a hands-on approach to execute its investment mandate. Every step of the investment process is executed by Incofin with its own tools: (i) the Counterparty Risk Score Tool, CRS, and (ii) the Social and Environmental Performance M...
	5.8 The TA Coordination department includes a full-time Technical Assistance Coordinator supported by the Coordinator of the Investment Officers team for LAC and Three Investment Managers, responsible for the portfolio companies. Additionally, a multi...
	5.9 Furthermore, the Technical assistance Coordination Department works closely with the Business Development Department, the Legal Department, the Social Performance Coordinator, the Risk Management Department and the Finance and Accounting Departmen...
	5.10 Incofin IM will also be responsible for providing progress reports on project implementation.  Details on the reporting, fiduciary requirements and compliance with milestones are in Annex VII in the project technical files.

	VI. Project Risks
	6.1 Some of the potential risks that may impede achievement of the project’s foreseen impact might be as follows:
	 External risks in terms of political, economic and financial downturns might be an issue of concern, including changes in the microfinance business enabling environment (new Laws, regulation procedures relating to the microfinance industry), financi...
	 Climatic disasters affecting activities of the clients of the participant MFIs.
	 Adverse economic/agricultural conditions affecting demand of low income clients in rural areas.
	6.2 The verification of these risks may affect the willingness of investors and MFIs to enter the rural areas and lower the demand of rural clients for credit and other financial services; resulting in a lack of demand for TA resources from the MFIs o...
	6.3 Other inherent risks to the project may be: (i) the risk of sustainability of the products and channels generated by the project due to lack of commitment of the MFIs to objectively develop or adjust their products as well as a low demand from the...

	VII. Environmental and Social Effects
	7.1 The project might have a substantial social spillover effects in terms of financial inclusion of vulnerable and excluded communities specifically women, indigenous people. Overall, in terms of impact, it is expected that more than 130,000 rural cl...

	VIII. Compliance with Milestones and Special Fiduciary Arrangements
	IX. Information Disclosure and Intellectual Property
	9.2 Intellectual Property. All the deliverables of the Project including studies, surveys, products prototype, and feasibility studies will be intellectual property of the MIF and each MFI benefitting from the RFP. The MFI, Incofin IM and the MIF will...
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