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I.  EXECUTIVE SUMMARY TC "I.  EXECUTIVE SUMMARY" \f C \l "1" 
Acción Emprendedora (AE) empowers impoverished micro entrepreneurs to compete in the modern marketplace through a three-step development model:  1) AE offers free business classes in impoverished communities; 2) AE provides free consulting services during the initial development or growth of the micro enterprise; and 3) AE provides access to low-rate micro credits that would be otherwise unavailable to the impoverished.
AE’s classes equip micro entrepreneurs with the skills to participate actively in the economic development of their community and country, while being assisted by the Tutors of Acción Emprendedora.  In this capacity, AE also offers a meaningful and impactful public service opportunity for young professionals and university students in the same regions.  This project promotes productivity, creates jobs, and energizes youth.  

AE has successfully operated this model in several Municipalities of Chile and in Peru (Municipality of Lima), training over 800 micro enterprises (in both countries) in business skills.  This proposal details a two-year plan as to how AE will export this model to Guatemala and expand it through the installation of an Operations Center.  Following the completion of this project, AE will have trained almost 600 micro entrepreneurs and provided access to almost U$150.000 in low-rate loans.  

In 2004, the Inter-American Development Bank selected AE as one of the 40 best social projects in Latin America.  The same year, the United Nations invited AE to present at its Millennium Goals conference concerning poverty reduction.  In 2005, Acción Emprendedora was selected as the Chilean “Social Entrepreneur of the Year”. Additionally, AE is currently sponsored by the Chilean Embassy in the United States, Duke University’s Public Policy Institute, Northwestern University’s Center for Global Engagement, and the Young Americas Business Trust, a subsidiary of the Organization of American States. 

II.  GENERAL INFORMATION TC "II.  GENERAL INFORMATION" \f C \l "1" 
1. ACCIÓN EMPRENDEDORA TC "3.  ACCION EMPRENDEDORA" \f C \l "2" 
1.1  What is Acción Emprendedora? TC "3.1  What is Accion Emprendedora?" \f C \l "3" 
Acción Emprendedora is a non-profit organization, dedicated to the promotion and development of micro enterpreneurs in zones of extreme poverty, through the process of formation, financing, and accompanying consulting services, as well as access to technology and technical support.

1.2  Core Characteristics TC "3.2  Core Characteristics" \f C \l "3" 
A.  Voluntarism

The organization is composed primarily of young professionals and university students, who work as volunteers.  The young professionals teach the business classes, and the university students provide the associated consulting services to the new businesses.

This model not only allows young people to participate in and be directly involved with the most pressing social and human problems in their country, but it also ensures that all funds received by AE are funneled directly back to the micro entrepreneurs that AE seeks to assist.  In this regard, to increase efficiency and productivity, AE seeks in the short term, and without diminishing the power of voluntarism, to professionalize the technical and administrative services that are central to the growth and maturation of the Corporation.

B.  Public Service
The Corporation has as a core objective to develop a deep sense of public service in the young professionals and university students who participate in this program.  AE seeks to involve them intimately and directly in the fight against poverty.

C.  Quality of Service

Without prejudice to other social services provided for free, AE emphasizes its love for doing work well, providing a truly superior level of service.  This emphasis is demonstrated by the professionals, as well as the students, and demands dedication, experience, and a profound sense of public service, value for humanity, and superior professionalism.

1.3  Components of Development Model TC "3.4  Components of Development Model" \f C \l "3" 
The model consists of three basic activities: Training of entrepreneurs, Consulting with technical assistance, and Financing of their projects.

A.  Training

Training consists of an 8-week course that meets 3 times a week for two hours each day.  The classes are taught by young volunteer professionals in their areas of expertise.  The course covers five central topics: introduction to micro enterprise, marketing, accounting and finance, production and costs, and legal aspects.  At the end of the central modules there are three review sessions to prepare the entrepreneurs for a final exam.  Once corrected, the exams are returned and the whole class revises them in order to learn from their mistakes.  The main objective of these review sessions and of the exam is to evaluate and reinforce the command of the different subjects.  At the end of the course, the micro entrepreneurs will have the necessary tools to elaborate a business plan for their own business.  Our goal is that all practical and quantitative examples used in the classes be applicable to each student’s specific type of business. 

B.  Consulting with Technical Assistance

The second stage of the model is the technical assistance provided to the entrepreneur.  Essentially, this stage consists of weekly visits to the micro entrepreneur by an AE Tutor throughout the duration of the course.  The visits occur where the business operates or is developing its operations.  The tutors are selected among university students in their last semesters of Business Administration, Industrial Engineering, and related fields.
The principal tasks of the tutor are to reinforce the business knowledge of the micro entrepreneurs by helping them apply the tools they learn in class, and to write a Basic Business Plan that will serve as a tool for growth and to process a micro credit.  The tutor is assisted by the Tutors Manual
 and by the supportive structure of the Tutors Team
.  Practically, while participating in the fight against poverty, the tutor collaborates with the entrepreneur in determining the real costs of his goods and services, the best possible investments of received funds, and how to maximize sales.  Ideally, the tutor stays with the entrepreneur throughout the initial stages of the execution of the business plan and the repayment of the credit.
C.  Financing of Projects

The third stage of the model is the financing of projects, once the micro entrepreneurs have finished the courses, drafted their business plans, and outlined the needed resources.  Access to credit is an essential part of the development process of our micro entrepreneurs and their businesses, and there are a great number of potential businesses that need financing.

AE does not provide micro credits.  Instead, we establish partnerships with micro credit agencies that are able to offer better interest rates to AE students because the training we offer, paired with the accompanying consulting services, significantly decreases the risk associated with lending to them.
1.4  Practical Foundation of the Model

There are around one million micro enterprises in Guatemala that employ some 1.6 million people.  The micro enterprise sector is the country’s main source of jobs, employing close to 47% of the economically active population. The sector is especially important for the absorption of new workers entering the job market.  Micro enterprises also account for 39% of total GDP
.

From a technical standpoint, micro and small businesses are intensive in manual labor, which is significant because they are capable of generating more jobs than those of greater size.  This fact could consolidate the sector as one of the largest employers on the national scale.  Micro enterprises are distributed regionally in a way proportional to the population, such that they are flexible and can be adapted to the conditions of a fluid market.  They are capable of creating employment and diminishing poverty.  

One of the most important challenges to the development of micro enterprises is to tackle their lack of access to financing services and other types of support that form the backbone of the micro enterprise, as well as the technical assistance necessary for the commercialization of its goods and services.  Micro credits have been shown to be far more successful when accompanied by such technical information and assistance.

These services are best provided at the municipal level due to the proximity to the beneficiaries and the better knowledge of the unique environment in which they are trying to grow, with the opportunities and challenges it presents.  Most municipal governments have scarce resources and have been unable to invest in ‘oficinas de fomento’ aimed at promoting productive businesses, creating jobs, and developing their communities.  When such offices exist, the efficacy of the work they undertake and the professionalism of their workers are often lacking.  In such conditions, the existence of civil society entities, which specialize in the promotion of productive micro enterprises, serve as subsidiary companies of the municipal government, particularly those with scarce resources.

A close partnership between municipalities and Acción Emprendedora will allow a government of few resources to maintain a professional organization, specializing in the promotion of productivity that transcends political time periods, independent of the eventual changes in mayors or government personnel.  It will also permit the execution of public policies that promote small businesses based upon professional and objective criteria, outside of influences from political campaigns or subsidies.  

A.  Why Training and Consulting with Technical Assistance?  One of the most important faults in the micro enterprise system is the lack of training, as much academic as technical-professional.  In Guatemala, less than 20% of the independent workers, the employees of micro enterprises, and the unpaid families of those in micro enterprises have completed their basic education.  It follows then that it is essential that the spirit of the entrepreneur and the actions that sustain it, are accompanied by an integral process of education in the fundamental aspects of business, how to develop one further, and how to use available assets and information in their most efficient form.

B.  Why Micro Credit?  Micro entrepreneurs clearly need financing to begin or develop their businesses.  However, in Guatemala only 100,000 of the 1 million small businesses has had or has the necessary characteristics to access credit in the banking system or through an NGO, which has been the traditional way to offer credit to small entrepreneurs.  Estimates of credit demand in the Guatemalan micro enterprise sector ascend to 350,000 micro enterprises.

Acción Emprendedora has observed that in the development of micro enterprises there exists an unfortunate paradox.  The less privileged people, with less education and training, in the poorest conditions, who have the greatest need to survive, have to compete in unfavorable conditions against businesses whose owners and operators have greater training and connections, have access to cheaper credit and generally operate in much more favorable conditions.  Average interest rates for small businesses are three times as high as the market rate.

The financing of micro-projects is one of the key tools in the fight to defeat poverty, and making cheap financing readily available is one of the essential purposes of Acción Emprendedora.  The natural way to obtain cheap credit is to lower the risk of the operation.  The previous business education and the accompanying technical assistance that AE offer play an enormous role in reducing the risk of offering credit to micro enterprises. 

C.  Why Access to Technology? In Guatemala only 5.9% of the entire population has access to the internet according to the Internet World Statistics.  This number, which is far below the world average, is a factor that affects entrepreneurs highly, since nowadays 50% of all communications are done via internet. The Average growth of internet users is of 1,061% yearly, but the owners and workers of small businesses do not represent a considerable part of this growth, which is why it is highly important to educate people in technology and all of the benefits it produces. 
1.5  Results of Acción Emprendedora TC "3.6  Results of Accion Emprendedora" \f C \l "3" 
A.  Operational Results

Acción Emprendedora has trained 800 micro entrepreneurs in four years of operation (in Peru and Chile).  After offering a total of eleven micro enterprise courses (nine basic and two advanced) through 2004, the organization demonstrated explosive growth.  The inclusion of new Municipalities where AE could offer courses contributed to 318% growth from 2003 to 2004.  During 2006, AE trained 320 more micro entrepreneurs.

	RESULTS
	2003
	2004
	Increase %
	2005 
	Increase %

	Micro Entrepreneurs Trained
	70
	220
	318%
	320
	145%

	Young Professionals Teaching Classes
	14
	42
	300%
	77
	183%

	Students Serving as Tutors
	15
	25
	166%
	77
	308%

	Graduation Ceremonies
	1
	5
	500%
	7
	140%


B.  Survey of Acción Emprendedora Alumni

This year, Acción Emprendedora surveyed the entire population of micro entrepreneurs who had completed their micro enterprise courses.  The survey showed that:

· 86% of participants felt that the courses had a “high” impact on their productivity (the most telling indicator of success), while only 14% claimed that it had a “medium” impact on their productivity.  

· 20% had hired an additional worker since taking the AE course.  

· Finally, the average rise in income (as compared to a control group that did not take our course) was between 25 and 40%, as measured by sales level and the amount of income destined to the home.  We are currently implementing this impact-measuring methodology permanently. 
C.  Awards and Distinctions Earned:  

· Inter-American Development Bank Award – The Acción Emprendedora project was selected by the IDB as one of the 40 best social projects directed by youth in Latin America.  AE’s President was invited to present the project to the IDB’s General Assembly in Lima, Peru in March of 2004.  While there, the AE representative was selected by the other participants to represent all winners in the category of business development.

· Selection by YABT as a Delegate in Peru and Chile – In October of 2004, Acción Emprendedora was selected by the Young Americas Business Trust as their delegate in Chile.  Likewise, in May of 2005, AE was selected as the Coordinator for the Foro Americano de Emprendedores (The Forum of American Entrepreneurs), organized by the Organization of American States and the IDB Youth.

· World Bank and United Nations Conference – On October 22, 2004, Acción Emprendedora was invited by the World Bank and the United Nations to present at a conference concerning the UN’s Millennium Goals, especially with respect to the fight against poverty.  Likewise, in April 2005, AE was invited to present about social enterprises to the executives of the World Bank.

· Social Entrepreneurs of the Year – In 2005, SOFOFA and the Universidad de Desarollo named AE as their Social Entrepreneurs of the Year.

III.  ACCIÓN GUATEMALA PROJECT TC "III.  ACCION PAIS PROJECT" \f C \l "1" 
The fundamental aim of the present project is the promotion of micro enterprises in zones of great social impact, through the model applied by Acción Emprendedora: training, consulting, and financing.  In that regard, the project proceeds along the creation of one Operations Center in Guatemala City for two years.

The Operations Center
AE Guatemala will create an Operations and Training Center where the central operations of Acción Emprendedora will be located and from which all projects will be managed.

This Center will serve as a Training Center for all young professionals and students affiliated with AE, where they can be certified to serve as Teachers or Tutors.  At the same time, AE will offer workshops related to the activities of the organization and seminars about public issues.  Thus, the Center will serve as a space for the discussion of ideas relating to the core mission of Acción Emprendedora.  Additionally, this Center will welcome all social projects (conforming to the ideals that inspired AE) that need a basic structure from which to operate, including computers, faxes, conference rooms, etc. Technological access in the form of fax, e-mail, Internet, website construction and information management systems will also be provided to micro entrepreneurs at this center.

Additionally, once the Operations Center is operating regularly, it should offer one personal development workshop in the first six-month period (leadership, ethics, and business social responsibility) and one technical development workshop (export promotion, English classes, computer classes) at the beginning of the second six-month period.

Finally, a centralized Operations and Training Center is also indispensable for the future growth of AE Guatemala.  Possible partnerships that would allow us to expand to farther regions of Guatemala are already available.  The Operations and Training Center would provide a place to efficiently train the necessary staff and coordinate the logistics that are needed to begin new operations.

IV. IMPLEMENTATION AND LIFE CYCLE OF THE PROGRAM
 TC "IV.  IMPLEMENTATION AND LIFE CYCLE OF THE PROGRAM" \f C \l "1" 
This stage intends to further develop and spread the model of Acción Emprendedora.  To that end, it will establish the core precepts of what signifies a solid organizational and corporate structure, professionalize the key staff positions, and begin replicating the current model.  AE will accomplish this replication through the development of work methodologies and revising the training content for volunteers in order to better serve the needs of their Guatemalan beneficiaries.  These initiatives will support the creation of an Operations Center in Guatemala City. By the end of its first year of operation, Acción Emprendedora Guatemala will have served over 200 micro entrepreneurs and distributed US$64,575 in micro credits.  At the end of the second year, we will have reached 480 entrepreneurs and US$147,600 in credit, and our operations will become self-sustaining.

	2006

	Activity
	Amount
	Beneficiaries

	Business Courses
	2
	30

	Tutoring
	30
	30

	Distribution of Micro Credit
	US$ 18,450
	30

	Graduation Ceremonies
	1
	

	Young Professionals teaching classes
	15
	

	Municipalities Served
	2
	


The process of legal establishment of AE Guatemala began in July of 2006.  After spending two months in Acción Emprendedora’s headquarters in Santiago, Chile the Guatemalan team returned to Guatemala in early August.  In September, with the help of municipal representatives and our teachers, we selected the first two groups of micro entrepreneurs to be trained.  The groups numbered 15 in each municipality (Guatemala City and Villa Nueva).  Our first two business courses began simultaneously on October 2 and concluded successfully in early December with our first graduation ceremony.  Almost 50 young Guatemalans were involved as volunteer teachers, tutors, and coordinators.
	2007 Projections

	Activity
	Amount
	Beneficiaries

	Business Courses
	9
	270

	Tutoring
	270
	270

	Distribution of Micro Credit
	US$ 83,025
	135

	Graduation Ceremonies
	
	

	Young professionals teaching classes
	
	

	Municipalities Served
	2
	


Our Operations Center is scheduled to begin functioning in the First Semester of 2007.  Before starting this year’s courses, we reviewed our experience of the previous year.  We surveyed our tutors, teachers and students.  With their input, we reviewed our didactic material, teaching and training methods.  

From this point on, we will work in 4 annual cycles of training, classes, tutoring and credit mediations.  In Trimester I of 2007 we will offer 2 courses in the same municipalities (they are currently being carried out).  While there will be no expansion of our services, we want to allow time to incorporate the lessons learned in 2006.  
For Trimester II we will offer our first two TAMALES (Técnicas Administrativas de Microempresa para el Apoyo Local – Microenterprise Administrative Techniques for Local Development. It’s a good acronym in the Guatemalan context).  TAMALES are paid courses, identical to the ones we teach for free in the municipalities, that are offered to private businesses so that they may train micro entrepreneurs in their business environment.  These micro entrepreneurs can be relatives of their employees, clients, or members of the surrounding community.  Corporate Social Responsibility is on the rise in Guatemala, and Acción Emprendedora is an effective way for a company to be Socially Responsible.  By generating a second source of income in these families, the businesses that “share a TAMAL with their people” are effectively increasing the quality of life of their surrounding community.  TAMALES provide us with a perfect earned-income strategy: we continue to expand our development model to more communities, while generating income that allows us to support our free operations where they are the most needed.
For the remainder of the year we will offer 2 more courses in each municipality that we work in, and run a pilot in Quetzaltenango (the Guatemalan Highlands) in the last trimester.

This year we have also initiated a partnership with Universidad Rafael Landívar (URL), the largest private university in Guatemala.  This partnership will assure that we have sufficient volunteers to further expand our operations.  URL also has campuses all over the country, which would help us expand to more remote areas in the future.

	2008 Projections

	Activity
	Amount
	Beneficiaries

	Business Courses
	9
	270

	Tutoring
	270
	270

	Distribution of Micro Credit
	US$ 83,025
	135

	Graduation Ceremonies
	
	

	Young professionals teaching classes
	
	

	Municipalities Served
	3
	


V.  FINANCIAL ANALYSIS TC "V.  FINANCIAL ANALYSIS" \f C \l "1" 
1.  Operations Center Costs, Year 1 and Year 2

	Annual Costs Associated with the Training and Operations Center

	Item
	Annual Cost

	Telephone and Communications
	$5,689

	Lease
	$11,379

	Office Furniture and Assorted Items
	$2,200

	Security and Cleaning
	$4,096

	Computer Systems
	$2,500

	Executive Manager
	$21,748

	Didactic materials
	$ 1,000

	Administrative costs/Staff training
	$5,758

	
	

	Total Annual Costs
	$54,370


2.  Cash flow and sustainability

After the first two years, the total annual costs of the Operations Center go down, because the sunk costs associated with setting the Center up (furniture, computers, telephone lines and system installation) are eliminated.  Over the course of last year, we secured sufficient in-kind donations to offset most of these costs.
	Annual Costs Associated with the Training and Operations Center

	Item
	Annual Cost

	Telephone and Communications
	$1,200

	Lease
	$11,379

	Security and Cleaning
	$3,056

	Executive Manager
	$12,325

	Didactic material
	$ 2,046

	
	

	Total Annual Costs
	$30,000


Once we reach full operational capacity, we will be able to offer 1 TAMAL per trimester.  We want to maintain our focus on municipal work and regional expansion.  To this end, we are in the process of obtaining a small subsidy from PRONACOM (National Program for Competitiveness) to promote this goal.  Finally, through public fundraising campaigns such as individual micro entrepreneur sponsorships, we hope to meet the remainder of our financial needs.
	Annual Income Projections

	
	

	TAMALES (4)
	$ 15,789

	OFIM
	$  8,750

	Public Fundraising
	$  5,461

	
	

	Total Annual Income
	$30,000


This application seeks funding in the amount of US$108,740 to fully fund one Operations Center for two years.  This investment would begin the process of generating incomes such that this Center could become financially sustainable beginning its third year.

� The Manual details that objectives that Tutors should seek in their meetings and the parts that should be contained in a business plan, both qualitative (description of the business, competitors, financial analysis) and quantitative (estimated costs, analysis of cash flows, and estimated profits).


� The Team is composed of a multidisciplinary group, in which Municipality attendance is encouraged, that meets monthly with the Tutors and micro enterprises.


� IADB REPORT � HYPERLINK "http://search.iadb.org/templates/asp/pages/support/view.asp?k2dockey=http%3A%2F%2Fidbdocs%2Eiadb%2Eorg%2Fwsdocs%2Fgetdocument%2Easpx%3Fdocnum%3D585135%40IDBDocs&serverSpec=search.iadb.org:9920&querytext=microenterprise+guatemala&QueryParser=Internet%5FAdvancedWeb&dtype=1&Pdf2Html=1" ��http://search.iadb.org/templates/asp/pages/support/view.asp?k2dockey=http%3A%2F%2Fidbdocs%2Eiadb%2Eorg%2Fwsdocs%2Fgetdocument%2Easpx%3Fdocnum%3D585135%40IDBDocs&serverSpec=search.iadb.org:9920&querytext=microenterprise+guatemala&QueryParser=Internet%5FAdvancedWeb&dtype=1&Pdf2Html=1�
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