
The Catalyst Fund: Generating Local Income and 

Improving Quality of Life for Underserved Communities in the Tropics 

The Rainforest Alliance’s Catalyst Fund empowers local communities in Latin America by providing opportunities for them to undertake microenterprise initiatives that will increase their income and improve their quality of life.  The program provides modest grants of $500-$2,000 to carefully selected businesses where the infusion of a small amount of money can dramatically affect the success of a specific endeavor and help to alleviate poverty within an underserved community.  Since 1990, the program has made contributions to over 100 projects in 25 countries.  The Catalyst Fund is unique in that it bridges the gap between environmental funders that typically do not support grassroots projects and micro-enterprise lenders that typically make only loans and do not include environmental criteria.

Recently, the Rainforest Alliance conducted an evaluation of its previous microenterprise grants and found that it is crucial to continue to provide technical assistance and financial support to help new eco-entrepreneurs stay in business.  The Catalyst Fund has now developed new funding criteria, business planning tools and a network of partner organizations to assist grantees.

Project Rationale

Since 1980, the leading causes of deforestation in Latin America have been subsistence farming, logging and conversion of forests to other land uses such as large-scale ranching.  From coastal mangroves to dry tropical forests, Latin America’s natural resources are under increasing pressure as countries grow and develop.  Clearly, the environmental devastation that arises as a result of unfettered development has severe consequences for the long-term health of communities and biodiversity.  In addition, the World Conservation Union and Future Harvest have recently reported that extreme poverty and hunger are pervasive in populations residing in the majority of the world’s biodiversity “hotspots.”  Around the globe the spread of poorly managed agricultural and timber operations is exacerbating poverty.  Over 60 million people live within threatened, forested ecosystems and depend on them for their livelihoods. Communities in the tropics, like those throughout the world, are desperate for opportunities to improve their lives and provide for their children.   The Rainforest Alliance’s goal is to help these communities find socially and environmentally sustainable alternatives to destructive land use.

Project Description

The Rainforest Alliance Catalyst Fund works to improve quality of life in the tropics by empowering local small businesses to protect their resources and stimulate a sustainable economy.  These businesses provide wages, safe working conditions, and the opportunity for a better life, while helping families to protect their local environment.  

Small, grassroots businesses that provide goods for regional markets while practicing careful land stewardship can be catalysts for locally driven sustainable development in tropical ecosystems.  However, these enterprises often have limited access to traditional lending institutions or other funding sources for their business initiatives.  They may lack just a small amount of money in a short time frame to kick-start a creative and important project.  

For the past 10 years, the Rainforest Alliance’s Catalyst Fund has been responding to the priority needs of grassroots groups that are doing meaningful work to improve their social and economic conditions while conserving their natural resources.  The Fund is designed to provide awards quickly and easily to worthy groups.  While the program does not see itself replacing microenterprise loan programs, we believe that the Catalyst Fund helps to fill two underserved needs:  

1) to provide grants to businesses, and 

2) to utilize conservation criteria in grantee selection and evaluation, thereby protecting the natural environment while improving families’ livelihoods.

Grants from the Catalyst Fund are awarded to local small-scale businesses working in areas with high biodiversity.  During the next year the Fund will focus on high value landscapes in the Selva Maya, or Mayan Forest of Guatemala, Mexico and Belize.   Communities in these areas suffer from a lack of sustainable economic opportunities.  The Rainforest Alliance will identify high priority communities adjacent to protected areas, within buffer zones or along biological corridors.  As we develop more sophisticated monitoring and evaluation practices, we will expand the program to other high priority areas in Latin America.   

Beneficiaries

Over 70 percent of Catalyst Fund grants enhance the economic development activities of underserved groups, particularly women and ethnic minorities.  The sums are relatively small, $500-$2,000, but for many grassroots groups in Latin America, that is all that is needed to help them overcome a production or marketing challenge.  The Fund supports local enterprises that are designed to provide an alternative to destructive land-use practices of poor, tropical communities.  By providing groups with the support needed to develop a sustainable livelihood, local natural resources will be under less pressure.  The beneficiaries are groups who have traditionally had no voice in resource management, allowing them little control over their environment.  In addition, the program places a special emphasis on supporting women’s associations and indigenous groups, many of whom have few opportunities to overcome their poverty, support their families, educate their children, and create better lives for themselves.  Large microenterprise lenders have found that by helping women achieve better livelihoods, it dramatically increases the opportunities for their children and raises the standard of living for the community as a whole.

Generally, there are three types of grants given:  

· Microenterprise Grants help to initiate community eco-enterprises that alleviate poverty and demonstrate wise land-use. (The majority of grants given will be in this category.)
· Project Grants promote innovative conservation projects in and around sustainably managed lands.  

· Emergency Relief/Reconstruction Grants help communities rebuild after floods, hurricanes, and fires, in ways that incorporate conservation into the community plan. 
Poverty Alleviation through the Catalyst Fund

Communities around the globe are seeing an increase in poverty despite the prosperity experienced in some developed countries.  The Catalyst Fund works to alleviate poverty in tropical communities by supporting businesses that can provide a secondary income stream for families, one that is not dependent upon international commodity markets.  Grants are provided to businesses that meet local or regional needs, assuring that market access can be achieved.  The Fund works to stimulate a sustainable business economy at the community level.  By empowering local entrepreneurs to succeed in businesses that also encourage a clean and healthy environment, we are truly helping them to create a better life for themselves and their families.   Program tools are designed to assist businesses with strategic planning, market analysis and environmental management.   The Rainforest Alliance provides these tools to increase the likelihood that these companies will be successful, and serve as noteworthy examples to their communities and the region.

Microenterprise Grant Criteria

Each business must have assets of less than $10,000 and support a minimum of 15 local families.  Catalyst Fund grants will be used to overcome a specific production or marketing challenge, such as purchase of transportation, a fuel-efficient stove or dryer, or tools.  Due to their small size, lack of collateral, and the financial risks associated with their innovative business idea, these enterprises are unlikely to receive support from commercial lending institutions.  Catalyst Fund grants are more than a single financial investment; they are a vote of confidence that can make a huge difference for these eco-entrepreneurs.  

Implementation 

Prospective Catalyst Fund recipients are often identified by Rainforest Alliance project field staff or by our local partner groups.  These advisors provide us with information about the prospective grantee, and explain how a modest grant could substantially enhance the effectiveness of a particular project.  In addition, the program is well known to many local and international non-government organizations, as well as foundations and funding institutions.  Grassroots groups frequently apply for the Catalyst Fund because they were encouraged to do so by colleagues familiar with the program’s success.

Groups are asked to complete an Entrepreneurial Application in English or Spanish (See Appendix A).  The streamlined application process serves as a tool for prospective grantees to guide them in basic business planning, something that many new entrepreneurs desperately need. Each grantee must be nominated by a local environmental or social development organization and these nominators facilitate the application and monitoring process.  Also, Rainforest Alliance regional field staff and partner groups are invited to comment on each grant before it is awarded.  This ensures that a grant is awarded to a project that supports regional conservation objectives and is being carried out by a reputable, effective local group. To help the reviewers assess whether the applicant is capable of carrying out the project, the applicant is also asked to provide the names of any funders and at least one reference who knows the group but is not directly associated with it.  

A final award decision is made by the Catalyst Fund Selection Committee, which is comprised of Rainforest Alliance staff and board members with diverse areas of expertise.  Applications are reviewed within two weeks of receipt, so that if awarded, funds can be transferred within one month.  All Catalyst Fund recipients must sign a contract that is available in English and Spanish, which guarantees that the group will use the grant for the purposes described or notify the Rainforest Alliance if this becomes impossible.  Recipients also are required to provide simple semi-annual and annual reports on their grant.  They are given small stipends to offset their time and to encourage punctual completion of reports.

Overview of Evaluation Plan

The Rainforest Alliance has implemented a simple, yet complete, evaluation plan for the Catalyst

Fund.  The following criteria have guided the development of our applications and guidelines and serve as a framework for applicants.  Generally, a grant has been successful when it:

· has improved the quality of life for the participants;

· has provided participants with new skills, training or materials that better enable them to earn a living or manage their resources;

· has promoted careful stewardship of local natural resources; and

· is still a functioning, growing project or business.

Given that grants are less than $2,000, our evaluation system must be simple, efficient and easily carried out from a remote location by the recipients themselves.  In many cases, participants in the program are illiterate or poorly educated people who would be unable to complete a complicated business evaluation form.  The Rainforest Alliance has implemented a system that is appropriate to the realities of the grant recipients and will ensure involvement by the greatest number of grantees, while providing the information necessary for a meaningful analysis.  In addition to simple reports in a questionnaire format, the program utilizes single-use, recyclable cameras to evaluate projects.  We supply grantees with an easy-to-use camera and encourage them to take photos of their projects and mail them back to the Rainforest Alliance in a postage-paid envelope.  We make use of these photos on our Web site, in press materials and with our funders to communicate the effectiveness of the Catalyst Fund.  

Measuring Improvements in Quality of Life

The Catalyst Fund has begun using existing microenterprise tools to evaluate potential grantees and to measure the impact of grants on family income.  These tools, coupled with environmental assessment tools, will help to provide a broader view of the impact of each grant.  While poverty alleviation is a very important goal, the Rainforest Alliance believes that it is equally important to help communities prevent pollution, protect resources and safeguard the health of their families.  Only by measuring both ecological well-being and economic stability are we able to assess whether grants are helping to improve the quality of life in developing communities.

In measuring the impact of the Catalyst Fund on quality of life, the Rainforest Alliance will track changes in the following five areas:

1. Economic activity  Are grantees now participating in the local economy?  Were they participating previously?

2. Financial stability  Do grantees have access to financial services, such as loans, savings and a regular income?

3. Environmental sustainability What impact are grantees having on their local resources?  Is this use more desirable than previous uses?  Has there been an increase or decrease in detrimental activities in the community?

4. Healthy families  Are grantees contributing to pollution of local resources?  Are they providing safety materials (gloves, aprons, etc.) and training to protect workers?

5. Access to basic services  What percentage of children under 14 is able to attend school?  Are participants able to seek and pay for medical services for themselves and their families where needed?  Do participants have access to potable water?

By answering these and other questions, the Catalyst Fund will be able to monitor the impact of grants and adapt the program in areas where we find we are not meeting our objective of helping to improve the quality of life in tropical communities.

Measuring Impact on Poverty

In recent years the microenterprise community has been actively seeking tools to identify the “poorest of the poor” in order to target these families with services.  The Microcredit Summit Campaign recently released the findings of nearly 5 years of research into appropriate assessment tools.  Their research into cost-effective, efficient tools for assessing poverty levels is helpful in measuring not only initial status, but also in measuring improved economic status over time.  One particular component of the Microcredit Summit Poverty Measurement Tool Kit (PMTK), the CASHPOR House Index (CHI), will help the Rainforest Alliance to measure the level of poverty at the time a grant is awarded, and can allow us to track progress towards greater economic stability among participants over time.   The CHI uses housing as a proxy for poverty, providing simple criteria for determining the level of wealth in developing communities.  Using the CHI will allow local partners and regional development agencies to report the economic status of grantees in a consistent, objective fashion.  With this information, the Catalyst Fund will be able to chart the economic impacts on entire families, not only participating individuals.

The CHI uses the following indicators in assessing relative poverty:

· Size of house (Small, Medium, Big)

· Structural condition (Dilapidated, Average, Good)

· Quality of walls (Poor, Average, Good)

· Quality of roof (Thatch, Tin, Permanent)

These indexes are then adapted to the economic realities of each country.  Participants are assigned a score based on their relative poverty.  This is coupled with a brief interview that focuses on the value of their productive assets.  The Catalyst Fund will utilize the CHI, and also include questions about the number of dependents, children attending school, access to medical care and access to loans or savings accounts.  This information will provide us with a complete snapshot of the economic status of participants in a time efficient and objective manner.

Measuring Impact on the Environment

Through more than 10 years of experience in assessing forestry, agriculture and tourism companies for biodiversity conservation and sustainability, the Rainforest Alliance is ideally poised to monitor and evaluate changes in the environment at a site-specific level.  Using this experience we will work with local partners to evaluate potential microenterprises according to strict environmental criteria.  These criteria ensure that projects awarded Catalyst Fund grants do not negatively affect the local environment, but instead can contribute positively to local and regional conservation priorities.

Using Rainforest Alliance criteria as the foundation, the Catalyst Fund will gather information on the direct impacts of the microenterprise activity on the local environment.  This will include assessing any contributions to water pollution, habitat degradation, deforestation and overexploitation of land or marine resources.  Worker health and safety assessment, an integral part of Rainforest Alliance audits, will be measured by our field staff and partners who regularly visit project areas and are ideally suited to assess these and other environmental impacts.

Organization Background

The Rainforest Alliance is recognized internationally as a leading conservation innovator. Our mission is to protect ecosystems and the people and wildlife that live within them by implementing better business practices for biodiversity conservation and sustainability.  With a network of partner organizations throughout North America, the Latin American and Asian tropics, and Europe, the Rainforest Alliance’s global presence contributes to positive conservation impacts on the ground, and raises environmental awareness among diverse constituencies.

As the first organization in the world to utilize market forces to conserve tropical forests, launching the Sustainable Forestry Program in 1989 and the Sustainable Agriculture Program in 1991, the Rainforest Alliance pioneered a worldwide certification movement.  Certification encourages producers to harvest wood and agricultural products from the tropics in ecologically sustainable and socially beneficial ways.  Companies that adopt our rigorous standards typically devote significant resources to making the required changes, and are awarded a seal of approval.

The success of all conservation initiatives, including the Rainforest Alliance's, depends on public understanding and support.  The Neotropics Communication Program, established in 1991, facilitates information exchange among conservation groups, and helps government officials, non-governmental organizations, and journalists more effectively inform the public about conservation.  The Rainforest Alliance has a worldwide reputation as the tropical conservation news hub of the Americas, and is a comprehensive and reliable source of facts and referrals.

The Rainforest Alliance continues to provide a suite of options for supporting effective local conservation initiatives and environmentally sound income opportunities through Allies in the Rainforest.  The program offers modest eco-enterprise, conservation, and emergency relief grants through the Catalyst Fund, and longer-term support to its “Allies” for carefully chosen major conservation initiatives.  
Conclusion

The Rainforest Alliance receives many unsolicited and worthy Catalyst Fund applications each year, but can provide grants for only a fraction of these projects.  With support, the Catalyst Fund will be able to greatly expand its work responding to the needs of underserved small businesses in Latin America that are doing meaningful work to conserve their natural resources while they build sustainable livelihoods.  Additional funding will allow us to be able to respond to these groups and have a positive impact on biodiversity conservation and economic development within endangered ecosystems.
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