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I. PROJECT SUMMARY[footnoteRef:1] [1:  	Note: The document should not exceed 4,200 words. ] 


The goal of this project is to improve the quality of life and to increase the income of approximately 1,000 poor Guatemalans (90% women, 10% men) and their communities using a social business model that helps them become rural handicraft producers and links their products with high-end fashion markets. The NGO Comunidades de la Tierra (CdT), the proposed Executing Agency, and Kiej de los Bosques, its sister enterprise, are housed under the Grupo Saqil. CdT developed an inclusive business methodology[footnoteRef:2] that provides training to rural women and creates formal businesses that link to Kiej’s value chain, which sells fashion accessory products under the “Wakami” brand. CdT has also created the Wakami Villages Program, which offers women services to improve their children’s education, nutrition, and health as well as the opportunity to purchase home improvement items. Currently, there are 16 rural businesses that are part of the Kiej de los Bosques value chain, which benefits 300 women; however, this model needs to be consolidated and systematized in order for the Grupo Saqil to reach its growth potential.  CdT has been supported by donations since its founding in 2008, but in 2014, profits from Kiej will support CdT’s core operations— marking the first time Kiej’s for-profit operations subsidize CdT’s operating costs and activities.   [2:     The Inclusive Business Methodology refers to a nine-step incubation process that takes two years to complete. ] 


II. PROJECT CONTRIBUTION TO THE ACCESS FRAMEWORK

This project will contribute to both poverty reduction and private sector development. It will increase rural women’s income, and women will be taught how to better use this money for household, education, nutritional, and home improvement purposes through the Wakami Villages platform. The project will strengthen 16 currently functioning rural businesses and will establish five new businesses, increasing the number of current beneficiaries from 300 to 1,000.  The project will contribute to the results and knowledge of the Agenda “Linking Small Firms to Value Chains” by: (i) systematizing an inclusive business methodology; and (ii) supporting income generating activities for micro and small enterprises by partnering with larger companies (Kiej).This project is also linked to the Women’s Economic Empowerment initiative, as it makes direct investment in the start-up and growth of women-owned businesses and their access to markets. 









III. INFORMATION

	COUNTRY:

	Guatemala
	TECHNICAL COOPERATION:
INVESTMENT: 
LOAN:

TOTAL MIF FUNDING:
	
$ 1,540,000
$ 000,000
$ 000,000

$ 1,540,000
	
65 %

	LOCATION:

	Totonicapán
Quetzaltenango
Chimaltenango Sacatepéquez
Quiche
Chiquimula
Retalhuleu
Guatemala
	COUNTERPART:
	$ 800,000
	35 %

	EXECUTING AGENCY:
	Comunidades de la Tierra (CdT)
	COFINANCING (IF AVAILABLE):
	N/A 
	00 %

	ACCESS AREA:
	Markets and Capabilities
	TOTAL PROJECT:
	$ 2, 340,000
	100 %

	AGENDA:
	Linking small firms to value chains (and WE Empowerment Initiative)
	NUMBER OF DIRECT BENEFICIARIES:
	1,000 rural people (90% women; 10% men) 

	COMPLEMENTARY BANK OPERATIONS (IF ANY):
	N/A
	NUMBER OF INDIRECT BENEFICIARIES:
	4,000 (assuming five members per household)

	
	
	QED SCORE:
	8.65




IV. PROBLEM DIAGNOSIS

The main problem the project is expected to address is the slow consolidation and systematization of the Grupo Saqil’s social business model. Currently, the business opportunities Kiej de los Bosques has been able to provide the producers have been seasonal and insufficient. For some businesses, there is only enough work for 1 – 2 hours per day of producers’ time, which limits income generating potential.  Grupo Saqil has had an ad hoc growth strategy, and the 16 rural businesses are at various degrees of maturation, skill level, and implementation of Wakami Villages. There are a heterogeneity of needs and challenges in the rural businesses that need specialized attention, and the Grupo Saqil remains out of date with technological coordination (i.e., computers and software). If the business model is not consolidated and systematized, Grupo Saqil will financially plateau and will be unable to: (i) increase the level of production and sales for Kiej; (ii) increase the income generating opportunities of existing and new members in the Kiej’s value chain; (iii) improve the coverage and quality of the Wakami Village Program; and (iv) reach scale in other regions of Guatemala and potentially outside the country. 



Women experience Kiej’s slow growth more acutely than men because women compose 90% of the producers. For many women, working with Kiej is the only opportunity to have an income generating activity, which increases their ability to decide how to invest in their children and households. The model also allows women to earn money without having to leave their homes or emigrate to the cities to become domestic employees. 

Causes
Grupo Saqil has limited access to raw materials that follow the global fashion trends, insufficient market intelligence and marketing know-how, rudimentary marketing, an ad-hoc sales strategy with exclusive importers, and an unprotected Wakami brand. At the rural enterprise level the causes include underdeveloped business skills, low design capacity, basic bookkeeping tools and lack of productive infrastructure. Additionally, the CdT’s inclusive business methodology needs to be refined and updated.

Classify the problem

	Market failure
	
	Skill deficit
	X

	Institutional weakness        
	
	Collective action problem[footnoteRef:3] [3:  	The term "collective action problem" describes the situation in which multiple individuals would all benefit from a certain action, which, however, has an associated cost making it implausible that any one individually can or will undertake and solve it alone. The rational choice is then to undertake this as a collective action the cost of which is shared.] 

	

	Policy weakness/failure    
	
	Lack of appropriate technology
	X

	OTHER: 
	Explain as needed




Beneficiaries
Approximately 300 women are currently participating in 16 formal rural businesses in the Kiej’s value chain, and 700 additional participants will be incorporated during the project. Around 10% will be male spouses of rural women and youth involved in the rural businesses as well as in the Wakami Villages programming.

The majority (90%) of project participants are rural, poor Guatemalan women with low levels of education. Most participants’ households earn between $40-$160 per month, and, on average, women earn $70 per month—sometimes doubling their household’s income. Only 20% have completed grade school, up to 42% are illiterate, most have between two to six children, and more than half live in homes with six to eight people. Approximately 30% are single, 66% are married or have a partner and 4% are widows, and anecdotal evidence suggests that a significant number of participants suffer domestic violence[footnoteRef:4].   [4:  	Data derived from Comunidades de la Tierra’s community databases (2012).] 


Guatemala is ranked 114 among 135 countries in the Global Gender Gap index, placing last in Latin America for women´s economic participation and opportunities. Resultant lack of economic and income-generating opportunities keeps the women and their families in a cycle of poverty. In rural communities, malnutrition in children under 5 years of age can be as high as 90%, with a national average of 51%. Women participants have identified three basic needs that will be served in this project: 1) feeding their children and keeping them healthy; 2) schooling for their children; and 3) improving their homes and their communities.  

This project will benefit 21 (16 existing + 5 new) rural businesses located in 8 of 22 departments in Guatemala: Guatemala, Sacatepéquez, Chimaltenango, Chiquimula, Totonicapán, Quetzaltenango, Retalhuleu, and Quiche. Nine of the 16 communities targeted by the project are in departments where more than 50% of the population has welfare below the national poverty line[footnoteRef:5].  [5:  	http://geocommons.com/maps/186171 Instituto Nacional de Estadística, INE. Encuesta Nacional de Condiciones de Vida, ENCOVI. 2006.] 

V. PROJECT DESCRIPTION 


The objective at the impact level is to increase Guatemalan families’ incomes and their investment in health and education. The objective at the result level is to consolidate the social business model of Grupo Saqil.

In order to increase the number of women who can work in the rural businesses and to increase the hours of work offered to them, Kiej’s goal is to increase total sales from $1 million to $4.5 million by 2018. It will accomplish this goal by consolidating the current 16 businesses, creating 5 more and incorporating 700 new producers into the 21 businesses to provide stable, consistent income opportunities while fueling Kiej’s global sales[footnoteRef:6].  [6:      35% of sales go to cover finished products supply (rural businesses), 30% for raw material and packaging, and 35% are earnings which are mostly reinvested.] 


Model:  Grupo Saqil has created a social business model that generates sources of income for rural women by creating and incubating rural businesses (through CdT’s inclusive business methodology) that become part of Kiej de los Bosques fashion accessory value chain. It also offers women services on how better use their earned income for household, health, and educational investments, through its Wakami Villages Program (part of CdT). To date, CdT has relied solely on donations, and Kiej has reinvested 100% of the profits into the company, as it recently (2011) broke even; but when its profits become positive (assumption is for this to occur in 2014), it will distribute 50% of its profits to CdT, providing a self-sustaining income flow to the model (see annex A).

Who does what: The CdT methodology forms part of the Grupo Saqil’s social business model. It includes training on how to start and run a business and how to produce specific fashion accessories that follow global design trends. These products are then sold through Kiej de los Bosques under the “Wakami” brand. Kiej also provides these businesses with the raw materials and training needed in order to be able to comply with export requirements. Each business produces products that match their skills (e.g. necklaces, bracelets, etc.).  

Currently, Kiej exports to 17 countries and works with exclusive importers in different regions of the globe that promote and sell Wakami (USA, Mexico, Canada, Panama and Europe).  Kiej concentrates its efforts on design and branding while the exclusive importers concentrate on opening the markets. This strategy has made it possible for Kiej to grow over 100% each year since 2008, reaching the first $1 million in sales in 2012.

The Wakami Villages Program includes: 
 
A) Wakami Family: to improve children’s health and education.
B) Wakami Home: to improve women’s quality of life.
C) Wakami Community: to build stable communities through recycling programs, girls clubs, and advocacy training.

Through this project, Kiej will increase demand for Wakami-branded products, which will produce more orders, allowing CdT to: a) give its current 300 producers more hours of work per week and more stable inflow of orders; and b) incorporate 700 new people into the pre-existing 16 businesses and 5 new businesses.  The five new businesses created will fill current gaps in Kiej’s operations, such as local logistics, transport of raw material, and accounting services.

Financial viability and sustainability: If Kiej reaches positive profits in 2014, Comunidades de la Tierra will receive 50% of Kiej profits and will continue to receive donor funding for future programming; the other 50% will stay at Kiej. 

Component 1:  Strengthen the supply
The objective is to strengthen and expand the existing 16 rural businesses, create five more businesses, and incorporate 700 new producers through the following activities: (i) sourcing and raw material processes; (ii) design and implementation of a legal, financial, and organizational methodology for rural businesses ; (iii) trainings for the 21 businesses for involved men and women (workshops on leadership, incorporating new members, financial literacy etc.); (iv) developing growth strategies for rural businesses; (v) implementing infrastructure and equipment for the businesses; and (vi) creating a Virtual Platform of Design (crowd-sourcing). 

Component 2: Expand international demand The objective is to strengthen the expansion into new markets (or deepening existing markets) to  position the Wakami brand internationally through: (i) studies to determine new potential markets and legal issues related to these new markets; (ii) market studies to deepen existing markets; (iii) new product development based on market trends; (iv) development of an exclusive importer manual; and (v) registration of the Wakami brand, and creation of a trademark manual.

Component 3:  Support Community Solutions 
The goal of this component is to strengthen Wakami Villages to ensure that all communities have access to “smart investment” products and services that improve their quality of life. Activities include: (i) benchmarking of community needs and current usage of Program products; (ii) increased products and services implementation in communities; (iii) community meetings to share experiences; (iv) improve the Wakami Villages methodology; (v) workshop with potential Wakami Villages allies to garner support from the community; (vi) creation of an Alliance Protocol for private sector partners; and (vii) creation of three Girls Clubs pilots, as part of Wakami Community.

Component 4:   Monitoring and Evaluation 
Through detailed household level data collection, this component will track a wide array of indicators at the household, business, and community levels. Component activities include: (i) design and implement monitoring and evaluation of the project and the Grupo Saqil; (ii) baseline; and (iii) intermediate and final evaluation. A strong possibility exists to conduct a qualitative impact evaluation on the effectiveness of the social business model on rural women’s livelihoods, and the project team is still exploring this possibility.

Component 5: Sustainability of the Social Business Model
This component will contribute to ensure the sustainability of the social business model through technical assistance in order to: (i) define the financing and business plan of the social enterprise; and, (ii) strength the governance of the model, especially the relations between the social enterprise and the NGO. These activities will complement the strengthening of the inclusive business methodology (supported in Component 1) and of the Wakami Villages Program methodology (supported in Component 3).  
Component 6: Knowledge sharing and communication
The knowledge objective is to test the expansion of a social business model in the fashion industry that provides economic opportunities to rural women and their families and allow the development of community solutions to access some basic services.     The main knowledge sharing product will be the formatted, market-ready “how to guide” for developing a sustainable social business model. Additionally, this component will support the development of the following products: (i) communication strategy; (ii) a series of audiovisual materials; and, (iii) project’s results data to share in Grupo Saqil’s websites. All of these knowledge products could be used by groups interested in adopting and adapting the model in other countries and in different sectors, such as agriculture.
  
MIF experience with similar projects
The project will build on previous and current experiences in value chain projects (linking small firms) addressing issues on the supply, production and marketing/sales links of the value chain (Kiej). This social business model is similar to the one found in DR-M1033 because its income generating activity propels its social mission. It will also address business and management skill shortages, inadequate workspaces and tools/techniques. 

Lessons Learned and Best Practices
Grupo Saqil’s previous experience has demonstrated the following:
· Not all women want or can work full-time: This project intends to increase the amount of work orders available to producers and will offer flexible arrangements to accommodate women’s time constraints.
· All women are capable of opening and maintaining bank accounts: All participants must open accounts at local banks, and the Grupo Saqil has not had difficulty enforcing this stipulation. This project will take advantage of this data source and will track women’s savings and investment levels through detailed surveying. 
· Women’s increases in income can have varied effects on domestic relationships: Anecdotal evidence suggests that women’s increases in income have strained relationships with household partner, sometimes resulting in divorce. Other cases show that women’s status and respect within the household improves after increasing her income contribution to the family. This project will observe this dynamic and intends to involve male spouses/partners and boys in rural businesses through trainings and awareness raising.
· There is a need to increase use of technology and Internet to reduce costs and time. This project will provide technology that will free up the time currently required to prepare reports and spreadsheets for the rural businesses.
· Basic training for women can bring significant benefit to their communities:  CdT training and the health and nutrition information offered through Wakami Villages has led to children’s improved nutrition and health. The project will expand the Wakami Villages offerings and will increase the number of households offering of products. 


VI. MIF ADDITIONALITY

Non-Financial 
The MIF’s involvement in this project increases Grupo Saqil’s credibility, provides greater visibility to their work and connects them to other potential funders/partners. The MIF also brings the capacity and expertise to: (i) design impact measurement of the business model in the local community; (ii) disseminate a market-ready solution; and (iii) serve as a partnership broker between Grupo Saqil and interested parties who would like to replicate the model in other countries and in other sectors.

Financial 
MIF financing will serve as a critical mass of funding for CdT to take a medium term perspective to systematize and consolidate the model, which prior small, piecemeal donations did not allow. CdT  has received the equivalent US$700,000 in the last three years in donations from individual donors and some larger donations (average $20,000-50,000 per donor) from bilaterals and foundations. However, these small grants have created cumbersome reporting requirements and inefficient use of staff time. With MIF funds, CdT will focus on developing their methodology, which could support the social business model’s expansion in Guatemala and in other countries. MIF participation in this initiative will allow the incorporation of other donors to strengthen the model and its potential future replication while it becomes self-sustaining. 

VII. RESULTS INDICATORS

· Annual dividends distributed from Kiej to CDT increase from $0 to $50,000
· Total annual sales for the Kiej Value Chain increase from $US 1 million to $4.5 million
· 5 new rural businesses created and running
· Kiej exporting to at least two new countries 
· Total number of people that are part of Kiej’s Value Chain increases from 300 to 1,000 (90% are women)
· At least three Girls Clubs created and running 

Adoption and scaling
Kiej has already begun preliminary scoping activities for possible replication in Panama, Mexico and Haiti. For the purposes of this project, however, possible replication partners will not be actively identified. Instead, the goal of the project is to create a consolidated, systematized model that can be used for replication at a later date.


VIII. IMPACT INDICATORS

· 30%-50% increase in income for participants in Kiej’s value chain (disaggregated by sex) 
· An increase in 2-3 years of school attendance for the sons and daughters of the producers
· A decrease from 60% to 30% in malnourished children (weight for age (% of children under 5); disaggregated by sex.
· 30%-40% increase in women who report involvement in major household decisions (i.e. large purchases such as a car, household appliance, education)
· 20%-40% average increase in savings balances of rural producers 
· 50% of women have invested in at least one Wakami Home product (ecofilters, solar energy kits, latrines, etc.)
· 



IX. SYSTEMIC IMPACT

This project will increase the number of women from 300 to 1,000 and sales and projected to increase from $1 million to $3.6 million during the execution of the project. Additionally, the project will export to new international markets such as Japan, El Salvador and Costa Rica. New partnerships will be built in three levels: (i) NGOs offering home improvement products for the Wakami Villages Program; (ii) new exclusive importers; and, (iii) anchor firms selling Wakami products, such as: Estee Lauder, Macy’s and Lucky Brand. 
Finally, the social business model has a high potential for replication and trough the how to guide could be easily adapted to other sectors and/or regions.

X. BASELINE DATA, MONITORING MECHANISMS AND EVALUATIONS

The CdT inclusive business methodology establishes mandatory basic information intake for each producer, which is collected in a “Technical Group Profile.” It includes information on the following indicators:
Individuals: sex; marital status; number of children and their ages; ownership of property and housing, housing building characteristics (metal, brick, plaster, etc.); ethnicity; cell phone ownership; level of completed education; monthly expenditures as an indicator of household need; experience in production and sales; available free time for income generating activities.
[bookmark: _GoBack]Community: utility expenditures (water, electricity) and community health, including children’s malnutrition rates. 
At the end of the incubation process, these data are re-measured against the intake data.
The basic data CdT captures is valuable in constructing a baseline for measuring project results and impact. A baseline for existing and new project participants  will  provide information on Kiej’s annual sales and profit margins; existing markets/clients; annual average income per producer; percentage of women’s income going toward food, education, investment and savings; children’s school attendance rates; percentage of income invested in Wakami Home products; percentage of households investing in Wakami Communities (and in which activities); percentage of women who report involvement in major household decisions; and percentage of women producers reporting physical or psychological violence.

Monitoring Mechanisms
CdT has a detailed beneficiary database to measure progress on nutritional indicators, such as diet variety, height and weight of children, and educational indicators, such as attendance rates and academic progress. Kiej extensively tracks sales, profits, productivity per worker, and other financial and revenue indicators.
1. Kiej will take a monthly reading on: i) the amount of sales in each rural business; ii) the average income per person in the rural business; and iii) quality control of the rural companies.
2. CdT will monitor every 4 months: i) weight and height of children under 12 years of age; ii) school assistance of children under 18 years of age; iii) investments in the Wakami Village Products; iv) the progress of the 3 pilot girls clubs. Once the project log frame and M&E are completed, additional metrics will be included.

Impact Evaluation
Focusing on CdT’s incubation methodology and Wakami Villages Program will allow measurement for changes in women´s empowerment, power dynamics in the home, and women’s participation in local decision making. The team is still discussing the technical and logistical considerations of conducting impact evaluation for this project.  The project’s learning value is great; therefore, even if an impact evaluation is not possible, a qualitative impact evaluation will be conducted.  

XI. EXECUTING AGENCY

The executing agency will be the NGO Comunidades de la Tierra. CdT’s mission is to develop tools that permit rural communities to live prosperous and sustainable lives. CdT manages a yearly budget of about $250,000, 95% of which are donations. CdT has been working with funds from Counterpart International, Catholic Relief Services, Rotary International, the United Nations Foundation and Agexport. It has also received funds from bilateral donors, including ICCO and USAID. CdT’s sister enterprise Kiej de los Bosques began its economic development work with rural communities in 1993, but it was not formalized until 2004; CdT formalized in 2008—the year the Grupo Saqil was formed.
CdT has seven founding members who have an equal vote, and four of these members are the owners of Kiej. CdT also has a diverse directive board with participants from the UN, the Rainforest Alliance, and the private sector.    

CdT’s poverty reduction mission is reflected in:  i) a nine-step business incubation process to earn an income; and ii) provision of products and services to improve their families, homes, and communities and training to use these offerings through Wakami Villages. With this project, the current methodologies will be revised, strengthened and improved, for use by other organizations within Guatemala or other LAC countries facing similar challenges. Additionally, Kiej will also be strengthened to improve the funding source of CdT.

Other Partners
CdT will also continue its work with other funding partners who will provide co-financing, including ICCO, Catholic Relief Services, The Sinapi Foundation, Global Giving, Global Goods Partners and the Guatemalan Migrants in NY, who are already committed to fundraising for Wakami Villages. For the Component 3 CdT will work with organizations such as Eco-filters, Abriendo Oportunidades and Vital Voices.


XII. PROJECT RISKS 

1) Executing agency: Capacity to execute a relatively large project. MIF funding will mark a substantial increase in the level of grant financing CdT has absorbed in the past, and it may experience difficulty in the beginning stages as it absorbs a substantial amount of technical cooperation funding. CdT has been audited and has been adopting proper financial management practices and transparency. 
2) Shifting power dynamics in the household: Increased levels of stress/domestic violence may result from women’s increase in economic activity, and the levels of reported violence will be observed and tracked. Efforts will be made to tailor trainings to male spouses of producers who desire to work in back-office accounting, and male youth will be involved as rural businesses participants and in sensitization activities.

XIII. ENVIRONMENTAL AND SOCIAL ASPECTS

Environmental: The products and services offered through Wakami Villages improve health conditions by providing clean water, clean cookstoves, renewable energy, etc. Additionally, all of the raw materials used to produce the fashion items comply with the certifications required to export to Europe and the US markets, indicating that they are sustainably sourced and are not produced with materials that pollute the environment.
Social:  This project will put more income in the hands of women, which will increase their decision-making potential and agency within households, directly increasing their empowerment. In some cases, CdT has expressed negative results of power shifts within households and has proactively introduced sensitization talks for the women it serves, primarily by inviting women who have overcome domestic challenges to share their story with the group, which encourages more direct and open conversation among the participants. The business center group leaders also become de facto counselors to women who express domestic challenges.  

XIV. COUNTRY OFFICE COMMENTS

This project presents an opportunity to demonstrate how a value chain attached to a development methodology can make a difference for poor direct beneficiaries and their families while also strengthening a business model and the organizations that promote it. The social business model provides a blueprint that can be replicated in other countries by the MIF. Because Kiej and CdT have not previously worked with projects financed by the MIF, there will be close supervision during the early years to ensure the implementation of MIF policies and procedures.
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