Small Economic Activity Development (SEAD) - CARE

CARE’s programs in Small Economic Activity Development (SEAD) work in financial and non-financial services to improve the economic security and income opportunities of the poor. Currently, CARE operates in 131 SEAD projects in 39 countries throughout Africa, Europe, the Middle East and Latin America. Programs reach approximately 800,000 individuals and are largely focused on women. The approach implemented by the SEAD program covers a wide range of interventions from improving market access to microfinance to business development services.   Program work in a variety of urban, peri-urban and rural setting including: 

· Chronically Vulnerable areas such as rural Tanzania or Niger 

· Post Conflict zones in countries such as Afghanistan or South Sudan 

· Post Disaster regions in countries such as India or Mozambique

· Stable and/or Growth Economies in places like Zambia or Peru
CARE SEAD program designs do not follow one specific model, but rather are founded on appropriate practices based on a combination of country specific situations, people’s varying needs and sector wide best practices.  Rural entrepreneurs and farmers working at the micro and small enterprise levels comprise the majority of the sector’s target group.  

CARE’s position as one of the world’s largest international non-governmental organizations gives its SEAD sector a unique opportunity to make a lasting impact on poverty reduction.  While programs in the sector are run on solid technical expertise, they are also able to work in synergy with other programs in agriculture, health and education to more fully address the livelihood needs of the communities involved.  

CARE is strongly committed to working in partnership to achieve its development goals and SEAD programs are no exception.  Worldwide, the CARE SEAD sector has extensive experience working in partnership with local non-governmental organizations and private sector enterprises such as commercial banks.  
CARE’S PROGRAMS

Financial Services

CARE believes that in order to be effective in alleviating poverty, financial services must be sustainable and market driven. CARE SEAD programs value entrepreneurship and are designed to positively impact people’s ability to not only increase their incomes but to improve their overall livelihood.  

Approximately 90 percent of current SEAD projects have financial service components.  The combined total of active loan portfolios in SEAD programs exceeds US $40 million.  CARE’s work in financial services can be broken down into four major approaches: 

· Institutional Microfinance;

· Community Managed Microfinance;

· Institutional and Community Managed Hybrid Microfinance; and 

· Capital Market Expansion.

	Microfinance Institutions (MFI)
	Community-Managed Microfinance
	Institutional and Community-Managed Hybrid Microfinance

	· Professional Managed 

· Credit based 

· Growth Oriented
· Can offer variety of services
	· Managed by Community Groups

· Predominantly Savings-based
· Focused on assuring livelihood security

	· Usually semi-urban

· Evolves from Community Managed Models

· Can Link to External credit

· May Require Basic literacy

· May Hire Professional Management




Institutional Microfinance

SEAD programs have typically supported the development of Microfinance Institutions (MFI) in three ways:  strengthening existing MFIs; creating new MFIs and supporting MFI network development.    The majority of the MFIs CARE works with offer individual lending or solidarity group loan products.  Individual lending products have been most successful in responding to the needs of small production-oriented businesses based in urban areas.  Solidarity group savings and credit products generally provide short-term working capital to targeted to self-selected, small groups of four to seven members mostly in densely populated urban markets environments.  CARE institution strengthening services cover areas such as strategic planning and positioning, product development or improvement, organizational development, strengthening of financial, managerial, administrative and information systems, including policies and procedures, and monitoring and evaluation systems to track performance achievement as well as cost-recovery.  
Examples of CARE’s SEAD programming work with Institutional Microfinance range from EDYFICAR in Peru to WEDCO in Kenya.  

	CARE Peru and EDYFICAR

CARE created an independent, formal microfinance institution called EDYFICAR in Peru. It grew out of CARE’s considerable experience in group and individual lending in urban and rural parts of the country. It currently has a loan portfolio of over US$25 million serving more than 22,000 microenterprise clients. EDYFICAR continues to carry on CARE’s mission to serve the poor through a formal, sustainable lending structure.  The institution offers a variety of financial products including individual loans, solidarity loans, community bank loans and rural finance products.  Typical loan terms between 6 and 24 months.


Community-Managed Microfinance

Through its community-managed models CARE has developed a particular expertise in helping disadvantaged groups access financial services through savings mobilization and lending.  The majority of CARE’s work in this area is done through two slightly different methodologies:  community-managed revolving loan fund (CMRLF) and the village savings and loans (VS&L) associations.  Both methods work through community level groups of 25 or more participants, most often women, who have joined together to work as a mini bank and help each other with their finances.   The members mobilize their own funds, through savings.  In a CMRFL, CARE usually capitalizes the fund initially, either in the form of a grant or a loan, until the CMRLF is able to be sustainable without outside funding.  The VS&L associations depend solely on their member contributions as a source of funds, and are thus financially independent from the start.  VS&L groups provide the means for low-income populations without access to formal financial systems to organize and finance their own informal financial institutions.  CARE has found that both methodologies are particularly effective in reaching very poor segments of rural populations, particularly women.

Below is an example of CARE’s work in Community Managed Microfinance 

	CARE Niger and MMD 
CARE Niger’s saving and credit program is an innovative approach for mobilizing women’s resources.  The savings are then mobilized for investment through small loans to the members.  The project does not provide any external financial or material assistance and the participants are responsible for mobilizing all funds.  Building on the traditional rotating savings and credit groups, the money loaned is repaid with interest and more than one member has access to these loans at any given time.  With this system the members are given the opportunity to save, earn money by loaning their savings, and obtain easy access to small loans for immediate needs and/or economic activities.   In addition this project aims to raise self-esteem and awaken within women’s groups the possibility of what they can achieve by working together.  Since starting its first Mata Masu Dubara project in 1991, CARE has helped create over 5,000 groups with some 160,000 members in more than 1,600 villages all across Niger.  These groups have collectively mobilized over US $3 million in savings. 


Institutional and Community-Managed Hybrid Microfinance

CARE’s approach to Institutional and Community savings-based financial services has evolved from its work in community-managed models.  The approach is context specific and usually used when groups need a higher level of financial intermediation.   CARE has often found that some form of institutionalization can be an appropriate step.  This could include, but is not limited to, linking groups to MFIs or commercial banks; hiring professional staff to help manage the group’s finances; or setting up an apex structure to support the development of appropriate services for community groups.    

Below is an example of CARE’s work with Institutional and Community-Managed Hybrid models.  

	CARE India: CASHE Program

The Credit and Savings for Household Enterprise Project (CASHE), operating since 1998, improves the incomes and economic security of poor women by increasing the availability and diversity of microfinance services.  The program works through a three-tier structure to address constraints and failures in the rural microfinance sector at different levels.  In the first Tier, CASHE partners with local NGOs and MFIs to establish sustainable financial services through women’s savings & credit groups.  Under Tier II, CARE simultaneously provides technical assistance to a wider range of microfinance promoters and providers to develop sound practices and foster innovation. The third Tier works to improve the operating environment for microfinance by addressing regulatory, policy and procedural constraints faced by practitioners.  After completion of the first tier, the program has reached 200,949 clients in 3 states with predominantly rural women clients. Loans have been disbursed in the amount of US $15.2 Million with more than $2.8 Million generated in savings. 


Expanding Capital Markets

CARE works not only on the community and regional level but also at a macro level of microfinance.  In 2002, CARE initiated MicroVest, a global capital market fund, to provide capital and management expertise to emerging microfinance institutions.  MicroVest I, Limited Partners is a for-profit $15 million fund managed by MicroVest Capital Management, LLC, which is jointly controlled by CARE and the Mennonite Economic Development Associates. It has a strong private sector board and is professionally managed as a separate operation from CARE.  The goal of the MicroVest Fund is to improve lives and communities through debt and equity investments in microfinance intermediaries in developing counties.

The specific objectives of MicroVest are:

· To provide capital for MFIs – through debt, loan guarantees, equity (with an exit strategy), subordinated debt and quasi-equity. 

· To help build capital markets for the macroeconomic system -- create adequate financial products and provide socially responsible investors with an opportunity to invest in microfinance.

· To leave behind self-sustaining financial businesses serving the poor -- to assist MFIs in strengthening their operational systems to meet the growing demands of their clientele, achieve profitability, and attract capital market funds.

Business Development Services

Non-financial services are an integral part of CARE’s SEAD approach.  In fiscal year 2002, 71 of CARE’s 131 SEAD projects were active in Business Development Services (BDS). CARE recognizes that while financial services alone can be beneficial, they are sometimes not enough. Non-financial services such as business management, marketing, and technical training can often mean the difference between profitability and failure.  As with its implementation of financial services, CARE selects and designs its business development services in relation to the needs and characteristics of the target group.  

Marketing services are the area of highest demand by CARE target groups. The types of projects working in marketing cover a wide variety of activities including:  market research to identify appropriate markets and access means of transportation to and from markets; vendor fairs; and coordination with other projects to build roads that reach marketplaces.  CARE business management services focus on helping people acquire skills to improve the management of their businesses. Often basic business literacy is integrated into the community managed microfinance model and has proven to be an effective way to help people improve upon their income generating activities.  Many SEAD programs also work with people involved in small business who need training in business planning, including input planning, inventory control, and systems development.  

CARE’s work in non-financial services covers:  

· Expanding networks of rural market networks, such as the Rural Enterprises and Agri-services Promotion (REAP) programs in Kenya, Mozambique and Zambia;

· Improving production processes and products such as the Business Resource Center in India;
· Enhancing market efficiency in specific sub sectors such as the Coffee Exporting Project in Honduras; and 
· Improving returns on the small farm agricultural economy such as the Agreform program in Egypt.
Below are a few examples of CARE’s BDS programs. 

	CARE Zimbabwe and AGENT

CARE first piloted the Agri-business Entrepreneur Network and Training (AGENT) Program in Zimbabwe in 1995.  The program increases farmers' access to vital agricultural inputs at competitive prices by linking them with a network of rural traders, or agents, who provide inputs on a 30-day credit line.  CARE works with the agents to consolidate their orders and help them to bulk purchase agricultural inputs at a discount.  CARE also works with the farmers to help them successfully market their produce. CARE has set up a total of 580 agents, and over 60% of these agents have been absorbed into the private sector distribution network with no risk to the project.   The project has turned over inputs worth approximately US$100,000 over the life of the project.  Experience has shown that a graduated agent turns over an average of three times the sales made while under the program.  A total of eleven private sector companies have worked with the program and have continued in their individual capacities to work with the agents.  Other NGOs have also adopted and adapted the AGENT model and developed their own schemes for the benefit of smallholder farmers, a direct spin-off of the AGENT program.


	CARE Honduras and Coffee Export

The Coffee Export Project in Honduras operates a reliable coffee processing and export markets so that poor smallholder farmers will be able to obtain substantially higher income for their coffee crops.  The project aimed to provide capacity building and technical assistance to smallholder coffee producers to improve their business practices, marketing and negotiating skills, thus facilitating more equitable pro-poor coffee trade which will benefit smallholder producers in the region. The project is working with three hundred smallholder farmer families and 29 organized coffee producers.   CARE has successfully development an international market named San Luis International Coffee, which is being exported to Canada to Van Houtte Coffee (roast and distribution of coffee made in Canada).  In addition, CARE has organized processing production, marketing and business management training seminars for 15 rural companies comprised of about 350 small producers from the eastern Honduras regions.  The project has also implemented operational strategies to market their product in the local and regional markets.  The Rotating funds obtained for project PROEXPORT is in the process of being used to improve the sale of coffee and for the continuation of the project. 


Partner Organization Support

Whether CARE works with a single or multiple partner approach, the overall goal is to develop and enhance the capacity and capability of these organizations to independently provide effective, long term, financial and non-financial services to the poor.   There are various types of support and assistance CARE provides to local partners, including product development, loan capital, staff training. CARE assists local partners in determining what type of services or combination of services, they would best be able to offer and to which client group they should target their services.  Through partnership CARE funds operating expenses or initial loan capital to a local institution while that institution is building its capacity to deliver services. Training is provided to partner organization’s staff in areas such as strategic planning, board leadership and development, financing of operations, and management information systems.  CARE is involved in advocacy work, supporting policies that help to create a favorable operating environment for local microfinance institutions in developing countries. 

An example of an SEAD program working in partnership with local NGOs is: 
	Partner Support:  An Example from the Philippines

SEAD, Inc. works with approximately one hundred local cooperatives, cooperative banks and non- government organizations to provide credit and savings services to over 60,000 peri-urban and rural entrepreneurs. SEAD, Inc. first began under CARE as the Microenterprise Assistance Project (MAP) that provided local institutions with loan funds. To ensure growth and sustainability, CARE provided financial and technical assistance, training and monitoring to its partner cooperatives. Technical assistance in the form of training, both formal and informal, mentoring or on the job coaching, systems installation and automation.  SEAD, Inc. has assisted 95% of its clients to automate accounting and savings systems following industry standards for management monitoring and reporting.  CARE remains active on the Board and engaged in with SEAD to attain its high growth and impact goals.  More information on SEAD, Inc. is available at www.sead.org.ph.    


Resource Tools

CARE has developed comprehensive tools to support SEAD projects in the implementation of financial service programs, and to provide institutional building services to MFIs and local partner institutions. CARE’s SEAD publications are available on the World Wide Web at www.kcenter.com/care/edu.   These tools include the following:

· CARE Credit and Savings Sourcebook   This is a manual for field staff.  The sourcebook is organized around CARE’s Program Design Framework and provides a guide to designing country-appropriate and sustainable savings and credit programs for microenterprises.

· CARE SEAD Partnership Manual   This manual for field staff lays out a process for identifying and assessing potential partners, selecting a partner, designing a joint microenterprise development program, and developing a plan for the eventual partnership.  Tools included in the manual cover areas such as: institutional mapping; partner selection; joint program design; and partnership action plans.

· CARE SEAD Non-Financial Service Strategy   This document presents CARE’s experience providing non-financial services and analyzes the latest trends and lessons learned in this area, along with CARE’s focus on non-financial business development activities in the future.

· Manual for the Design and Implementation of Subsector Programs   This manual for field staff presents a methodology for subsector analysis to help project participants identify market opportunities, analyze the potential for expansion and employment creation, and leverage points for interventions in a subsector or single product group.
· Business Planning Workbook   This workbook is designed to help microentrepreneurs develop a business plan that will help them start, change or expand their small business.  It includes an overview of how to develop the plan, a tool to analyze potential business ideas, an outline for completing the business plan, and blank forms to use in to complete the plan.
· CARE Microfinance Risk Management Handbook This manual provides guidance for managers of CARE affiliated microfinance programs to develop a risk management system. The handbook describes institutional structures, management systems, and internal controls that should be in place in all microfinance programs.  It outlines required and suggested policies and procedures for managing and governing MFIs in a way that minimizes an organization’s vulnerability and maximizes the chances of fulfilling its potential.

Technical Support

CARE’s SEAD projects can receive technical and management support from key staff based in CARE USA's Atlanta headquarter office and in Country Offices.   In the CARE USA headquarters the following are providing support:

· Director of CARE’s Economic Development Unit, Calvin J. Miller: Cal Miller has over twenty-five years of worldwide experience in economic development, including the design, implementation and evaluation of credit, production and marketing programs, and institutional development.  His experience spans from on-the-ground fieldwork as an agricultural economist, to organizational and program management as the Country Manager of MEDA in Bolivia, and includes several consultancies for organizations such as World Relief, World Vision, the Inter American Development Bank, the Canadian International Development Agency, Deloitte-Touche, and the World Bank.  As Director of CARE’s Economic Development Unit, Mr. Miller provides leadership and technical support for over 200 CARE micro and small enterprise, and agriculture and natural resource projects in over 40 countries.  He holds a B.S. and a M.S. in Agricultural Economics.

· Senior Technical Advisor for SEAD, Anuj Jain:  Anuj Jain has ten years experience in the micro enterprise development sector, including work in microfinance program design, community based governance systems, partnership development and management, institutional assessment and re-structuring, training, stakeholders coordination/ networking,  and fund raising.  His has worked as SEAD coordinator in Zambia, and program coordinator and regional project manager in CARE India.  In his current position as SEAD senior technical advisor, he coordinates the development of CARE’s global policy and strategy for small enterprise and micro-finance sector and provides technical assistance to SEAD projects.  He holds a MBA in finance and marketing from the Institute of Management Technology in India.

· Program Officer for SEAD, Anne Woods:  Anne Woods has five years experience in the micro finance sector, including work with community based savings and loans groups and monitoring and evaluation for SEAD programs.  She served as a Peace Corps Volunteer in Niger where she worked closely with La Coorpération Suisse on developing a regional micro finance bank, and later worked CARE’s community based savings program, Women on the Move.  In her current position, she works as a member of the economic development team to support CARE’s SEAD programs worldwide.  She holds a B.A. in anthropology from Sarah Lawrence College in New York, and is currently studying for a M.B.A. in international business at Georgia State University. 
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