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Investing in rural people






Rural Economic Growth and Employment Project (REGEP)

Terms of Reference (TOR)

Assignment title: Technical assistance to Participating Financial Institutions (PFI’s) in providing agriculture finance
Starting date… of 2022
Duration: 
60 working days / 5 months

Procurement Method: Quality Cost-Based Selection (QCBS) to select a consultant company after a (Request for Expression of Interest).
	I. Background:


The Rural Economic Growth and Employment Project (REGEP) is an eight-year project of IFAD in Jordan with a total financing of around US$39.5 million. The project is structured around two components: (i) Value Chain and Enterprise Development; and (ii) Rural Finance. REGEP’s goal and objective, aligned with the Poverty Reduction Strategy 2013-2020, is the containment and reduction of poverty, vulnerability and inequality in rural areas through creation of productive employment and income generating opportunities for the rural poor and vulnerable, especially youth and women. The project approach is based on: (i) targeting smallholders, rural entrepreneurs and the unemployed and underemployed in rural areas, directly, through existing and new associations, and through micro, small and medium-sized enterprises (MSMEs ) which create employment in rural areas; (ii) building their technical and business capacity; (iii) increasing access to rural financial services; (iv) building win-win value chain linkages and enhancing access to high value domestic and export markets through marketing initiatives; and (v) improving, post-harvest handling, quality standards and certification. The project aims to support the strengthening of the horticulture value chains, focusing on high water value crops, while also boosting access to rural financial services and promoting entrepreneurship in the project areas.

The Jordan Enterprise Development Corporation (JEDCO) is the leading implementation agency. A Project Management and Coordination Unit (PMCU) is established at JEDCO Headquarters in Amman, under the overall supervision of the JEDCO CEO. The PMCU is responsible for the overall management, coordination and monitoring of project implementation and ensuring the interlinkages between the two components.

The Rural Finance Component (Component 2) of REGEP aims to increase access to a range of appropriate financial products for the members of the project’s target groups, which includes small farmers, producers, producers’ association and rural MSMEs. In addition to providing finance, the project aims to demonstrate the viability of the rural microfinance business and establish appropriate and scalable products and delivery mechanisms which enable lower cost access to finance, especially for agricultural production and post-harvest activities. This will unlock the potential of rural sector lending, and ensure availability of financing for bankable smallholders, entrepreneurs and MSMEs in project supported sectors and locations, through a set of structural, operational and market development interventions. 
Component 2 consists of two subcomponents: (i) Rural Finance Fund; (ii) Knowledge Management, Learning and Policy Support. This component will be implemented by Central Bank of Jordan (CBJ) in partnership with commercial banks and selected microfinance institutions (MFIs) and will strengthen the role of CBJ as an apex institution and wholesaler of credit for the microfinance sector.
● Rural Finance Fund: The subcomponent is implemented by the Central Bank of Jordan (CBJ) and as of October 2021, includes 5 banks (Jordan Commercial Bank, Islamic International Arab Bank, Jordan Kuwait Bank, Jordan Ahli Bank and Safwa Islamic Bank) and 2 microfinance institutions (National Microfinance Bank), and at the end of 2021 Al-Ahliyeh for micro lending also included with the programme. 
● Knowledge Management and Policy Support. The objective of the subcomponent is to encourage replication and scaling-up of successful project’s experiences. The focus is on sharing experiences and lessons learned with other financial sector actors and contributing to the microfinance/rural finance policies and regulations of CBJ. Specific activities under this subcomponent are: (i) stakeholders’ workshops and field visits; (ii) dissemination of printed and audio-visual information material; (iii) formation and support to a Rural Finance Working Group and (iv) rural finance policy support. Priorities for policy support include: (i) taxation of microfinance institutions (MFIs); (ii) savings mobilization by MFIs; (iii) alternative guarantee mechanisms and group-based lending; and (iv) agricultural sector lending and integrated value chain financing. Improvements to rural finance policy in these areas would increase flow of funds to rural areas.

Through JEDCO, initial awareness activities were conducted to assist the participating financial institutions (PFIs) to enhance their lending capacities to REGEP target groups by covering the following topics: 

● Introduction to REGEP (component, activities, target groups)

● Introduction to rural and agricultural finance 

● Explanation of the methodology, identification of core problem for PFIs

● Initial evaluation of the marketing strategy of each bank and MFI      

● Assisting banks and MFIs in defining the Rural and agricultural products that conform to the objectives and policies of REGEP 

● Assessment of the fundamental factors associated with lending to agricultural businesses for making sound lending decisions

● Identifying the risk factors and their mitigation procedures 

● Initial assessment of the training needs for banks and MFIs
	II. The Objectives of the assignment:


1. The assignment aims to provide technical assistance required for the rural finance component to enable banks and MFI’s in performing their role and duties, in term of providing MSME’s with credit and loans that offset the ‘liquidity gap’ facing Jordan’s agriculture sector.   

2. The main task of this assignment is to provide technical support to PFI’s to help them in defining the market for the target groups of the project, how to reach them and design the appropriate financing products for them.
3. The assignment will develop a number of products for SME’s and micro enterprises representing the target groups through banks and MFI’s to help link the target borrowers with PFI’s.
	III. Detailed tasks:


The REGEP project is currently seeking the services of a consulting firm (the Consultants) to provide technical assistance to the PFIs, based on the identified needs, that would include the following key topical areas: 

1. Product development: The Consultants should help the banks and MFIs to design tailor-made rural finance products for the agricultural sector, that comply with their procedures, policies and the target market needs. The Consultants should initiate a deeper needs assessment as necessary, to figure out their product needs. The consultancy should cover the main features of the designed product, main factors that influence the implementation of products into banks and MFIs  (operational costs; funding costs; pricing; staff and recruitment; branch network, understanding of complete product development process, understand how to build products with sustainable competitive advantage, learn to prioritize new product ideas based on business strategic alignment, return on investments and ability to execute, deliver new product developments on time and how to manage a team of project resources and multiple business units ’ stakeholders, learn how to conduct a detailed project financial analysis, how to develop value and market based product pricing and how to develop product cost models  and product forecasts etc.).
2. Assessment of the sector and beneficiaries needs: This consultation should address the analysis of the needs of the target groups through the analysis of the agricultural and rural sector market.
3. Credit risk management: This consultancy should review the major risks in the rural and agriculture finance sector and what mitigation measures need to be incorporated to alleviate such risks. What are the indicators that will influence the payment behavior of small agri-business? How to create a scoring system for risks, consultancy on risk mitigation measures for the identified risks, risk mitigation measures for each specific and general risk (payment risk for example). Provide practical models for agricultural risk assessment (Risk Rating System - RRS), and presenting the experiences of financing institutions in this field. 
4. Credit appraisal for the rural agricultural sector: This consultancy should cover the criteria needed for approving rural and agricultural loans, cash flow analysis, structuring the loan payment based on the cash flow analysis, early warning system and portfolio monitoring. This consultancy should address the major requirements needed before banks and MFIs extend loans to the rural agricultural sector. It should cover analysis of the creditworthiness of the borrowing party, analyze and evaluate the borrowing party’s needs, credit requirements and the purpose for such loans, analysis and evaluation of the borrowing party’s payment sources, analysis and evaluation of the guarantees provided by the borrowing party. Other topics to be covered may include: market analysis, competition and evaluation of the borrowing party’s position in the market; financial analysis and evaluation of the financial solvency of the borrowing party; and evaluating the risks facing the borrowing party.
5. Integrate PFIs marketing strategies: This consultancy should activate the banks and MFIs marketing strategies for the program and their financing products. It should cover the use of digital technology in marketing the agricultural finance products through various electronic applications and the development of a marketing plan, as well as finding the best ways to market and promote the program to the target groups, the mechanisms for its implementation, and how to reach those targeted groups. Assist the banks and the MFIs in the promotion of adapted rural finance products in the targeted crops mentioned in the program. 
6. Business strategy, agribusiness accounting and cash budgeting: This consultancy should allow banks and MFIs to learn how to identify market opportunities, conduct institutional analysis, development of the positioning strategy, main skills and capacities needed to introduce agriculture and rural finance, market analysis, market opportunities and development, market share. The Consultants should provide examples of the positioning strategies in rural finance, discussions about human and technical capacities needed for financial institutions to introduce rural and agriculture finance (strategy, staff, management information system; processes), in addition to more technical topics such as agribusiness accounting and cash budgeting of rural finance (as required).
7. Assist the banks to develop further their internal criteria and to align them with borrowers’ and loan criteria, including those foreseen in the SECAP. (that a document outlining SECAP criteria will be provided and any support needed will be provided from the project) . 
	IV. Expected Outputs: Expected Outputs/ Deliverables


According to the detailed tasks mentioned above, the expected outputs and deliverables are:
a. Consultancy plans for each of the PFIs (currently 6), tailored to the needs of each PFI.
b. Delivery of the consultancy services per the plans
c. Delivery of tangible results per the plans (new products, marketing plan, improved procedures etc.)
d. Banks and MFI’s practical training on credit and risk analysis of the agri-finance loans, in addition to how to applied new financing products and procedures.
e. Detailed program marketing and promotional plan by all participants PFI’s.
f. A report on the work done and concrete results delivered, including a section on lessons learnt and suggested next steps. 

g. Final report in both languages: English & Arabic /Number of report copies: One soft copy (Word format).
	V. Timeframe: activity work plan and outputs:  


The TA for PFI’s will be recruited on a lump sum basis during year of 2022 for a maximum total of 60 working days for five months’ period.

Schedule of the consultation will be defined and finalized upon signing the contract, and subject to negotiation based on consultancy plans and the estimating of the Level of Effort and proposed implementation plan and timeline.
	VI. Working Modalities


Under the direct supervision of the REGEP Project Director, the Consultant will be working directly with the commercial banks and the Micro Finance Institutions (MFIs) who are responsible for SMEs and micro-credit borrowers, and any other potential partners emerging during the course of this assignment.

	VII. Geographical scope:


The project targeted governorates are the whole kingdom governorates except Amman and Aqaba governorates.
	VIII. Payment schedule: 


Payments will be processed upon satisfactory completion and acceptance of deliverables, and receipt of required invoice and upon submission of final report. REGEP is responsible for acceptance of final reports. 
Payment schedule will be the following with making sure that the detailed tasks have been executed; 

a. 15% percent of the Contract Price shall be paid upon submission and approval of a above mentioned in expected output. 
b. 35 % percent of the lump sum amount shall be paid upon submission and acceptance of deliverables included in the activities b, c and d mentioned above in expected output.
c. 50 % percent of the lump sum amount shall be paid upon submission and acceptance of deliverables included in e, f and j (mentioned above in expected output).
	IX. Required Qualifications (shortlisting criteria):


The shortlisting criteria for the consulting company shall be as follows:
	Criteria
	Weight

	Providing consulting, advisory and support services in donor-funded projects or private sector development in at least one project in the past 4 years; previous experience in banking and financial sectors is an advantage.
	35

	At least one project in the development and delivery of consultancies on product design for banks and MFIs or others similar institutions.
	30

	Practical experience in financial institutions or banks in SME’s financing, market study, risk management, or credit analysis in agriculture and rural sectors is an advantage.
	15

	Knowledge/familiarity with the agricultural sector in Jordan or in similar context in the region
	20


A minimum of Three and a maximum of Six Consultants will be shortlisted.
The passing score for shortlisting is 70 points.
X. Key Experts:
The consulting firm shall mobilize all needed experts to successfully execute the project. At a minimum, the following Key experts are required:
Lead Financial Adviser

· Qualifications: 
· Minimum of a bachelor’s degree in banking, finance, financial engineering, business, or a related field; a master’s degree in a relevant domain is advantageous

· Excellent command of English and Arabic

· Excellent communication, coordination, problem solving and organizational skills
· Experience

· At least 10 years of general professional experience

· At least 3 years in providing financial advisory services including product design, product marketing, credit rating, risk management, etc. preferably for micro and small-holders and farmers 
· Knowledge of the market in Jordan as well as the rules under which banking and similar institutions work

Strategic Planning Expert 
· Qualifications: 
· Minimum of a bachelor’s degree in business, finance, management, economics, or a related field; a master’s degree in a relevant domain is advantageous

· Excellent command of English and Arabic

· Excellent communication, analytical, problem solving and organizational skills
· Experience:
· At least 10 years of general professional experience.
· At least 3 years in providing strategic planning support and guidance.
· One-year experience in consulting or working with banking and similar institutions is an advantage.
· Previous experience in Jordan is an advantage.
The consulting firm shall also mobilize non-key experts in the requisite numbers and qualifications to ensure successful implementation; such experts may be needed in the fields of finance, banking, micro-credit, marketing, training, law, etc.

XI. Criteria of evaluation of Technical Proposals in the next stage: 
The shortlisted consultants will be invited in the next stage to submit Technical and Financial Proposals based on a detailed Request for Proposals. The Technical evaluation in the next stage is based on the following criteria:

a. Combined Scoring method (QCBS)–where the technical proposal will be weighted a maximum of 70%, and combined with the price offer which will be weighted a max of 30%.
b. The key criteria for rating the technical proposal in the next stage are as follows:

	Criteria
	Weight

	Experience of the Consultant of relevance to the assignment.
	10

	Proposed approach and methodology.
	30

	Proposed Schedule and Time line for implementation of the assignment.
	10

	Quality of the proposed training and knowledge transfer products.
	10

	Key Experts
	40


c. The passing score for Technical Evaluation is 70%.
