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BIO-BUSINESS PROGRAM (PpB) OVERVIEW

The Bio-business Program (“PpB” abbreviated from its name in Spanish, Programa para Bionegocios), led by
Corporacion Financiera de Desarrollo S.A. (COFIDE) in partnership with the Inter-American Development Bank
(IDB) and the Ministry of Environment of Peru (MINAM), exemplifies a successful interinstitutional collaboration
effort to create a financial product aligned with the needs of bio-businesses operating in the Peruvian Amazon.
Launched in late 2023, the PpB provides financing for businesses that balance environmental, social, and
economic objectives in the Amazon Rainforest. Operating through a streamlined structure, the IDB supplies
funds, MINAM ensures the alignment of the program with national policies, and COFIDE manages the
distribution of resources to local financial partners, such as Saving and Credits Cooperatives (Cooperativas de
Ahorro y Credito — COOPAC) and Municipal Savings and Credit Banks (Cajas Municipales de Ahorro y Credito
— CMAC) who grant financing directly to bio-businesses (end borrowers) in the Amazon region. Figure 1
illustrates the flow and feedback loop of the PpB.
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Figure 1. COFIDE/MINAM Bio-business Program Flowchart
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ELIGIBILITY CRITERIA

Lo Target Public and Geographical Coverage: The PpB program was developed to be implemented
with complete coverage of the Peruvian Amazon. PpB covers specific Amazonian districts and
provinces, according to the Law for the Promotion of Investment in the Peruvian Amazon (N° 27037).

|-i-| Funded Activities: The program funds ecotourism, non-livestock agroforestry, and non-timber forest
products.

Eligible businesses must commit to sustainable practices, and operate on public lands or in Natural
Protected Areas (NPAs) and strategic zones. Ecotourism businesses require ecological certification,
while agroforestry and non-timber operations must implement sustainable practices and obtain specific
permits as needed.

@ Legal Conditions for Credit Access: To access credit, businesses must have clearly defined
productive activities and meet minimum credit rating standards under local regulations. Companies with
active environmental sanctions are excluded. Projects in NPAs or buffer zones require special
environmental permits, and all businesses must follow sustainable practices and maintain current tax
documentation.

FUNDING SOURCES

The IDB has allocated US$20 million to PpB, with 10.9% of funds already deployed via nine financial entities. Most
loans have gone to micro-enterprises, with an average loan size of S/5,111 (about US$1,382). The Cajamarca region
has received the majority (74%) of funding, followed by San Martin (20%), Amazonas and Ucayali (3% each), and
Huénuco (1%).

SUBSIDIES AND FINANCIAL INCENTIVES

The PpB operates within a trust structure that offers guarantees to financial intermediaries (CMAC and COOPAC)
to reduce loan risks. The trust allocates funds specifically to guarantee a percentage of the total loan amount,
covering between 50% and 60% of the financial risk. This coverage means that, in the event of default, the trust
absorbs part of the losses, thus lowering the risk for the partner financial institutions.

The PpB offers favorable terms, including financing for working capital, fixed assets, credit-enhancing
guarantees, and lower interest rates. Through the innovative "Biobusiness Bonus" borrowers can receive a 4%
to 8% rebate on the total debt upon timely repayment.

TECHNICAL AND OPERATIONAL PARTNERSHIPS

The program collaborates with local credit unions (COOPAC and CMAC) to extend loans and portfolio
guarantees while providing ongoing technical assistance throughout the loan period, ensuring the program’s
alignment with sustainable and impactful practices in the Amazon.

ALIGNMENT WITH PUBLIC POLICIES

Guided by two resolutions from MINAM (No. 046-2020 and 186-2022), PpB aims to modernize productivity, add
value, and foster regional employment. Additionally, it channels resources through financial institutions that
comply with the MINAM'’s resolutions requirements.
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BIO-BUSINESS PROGRAM (PPB) ANALYSIS

1. The Amazon Dimension

Unlike traditional rural credit lines, such as Rural Microfinance, which do not have a specific focus on the Amazon
forest, the credit lines created and administered through the PpB are designed for specific restorative and
inclusive activities in the context of the Amazon forest, such as ecotourism, agroforestry, and sustainable
extraction of non-timber forest products. Furthermore, the trust structure of the PpB provides additional layers of
support for the dispersal of credit and risk mitigation.

Training and Technical Assistance (TA)

TA provided both by COFIDE to local financial institutions, and from the local financial institutions to
end-borrowers, is described by interviewees as a fundamental tool to ensure that the PpB’s credit lines are
effectively adapted to the Amazonian context. Although the interviews indicate that the TA activities are still under
development, specific aspects mentioned by the interviewees were:

TA Flow 1 (COFIDE — to COOPAC and CMAC)

e CMAC engages in fortnightly training sessions organized by COFIDE to support local operators in adjusting
their credit approval and impact monitoring processes to the PpB’s criteria.

TA Flow 2 (COOPAC and CMAC — to end borrowers)

e Local financial institutions provide TA to credit borrowers focused on ongoing efforts (workshops and
fieldwork visits) to raise awareness among producers (credit borrowers) about the benefits that the transition
from business as usual to restorative agriculture practices can bring to their business outcomes.

e Cooperatives implement participatory sessions with producers (current and potential credit borrowers) to
better understand the local market of end-borrowers and align the conditions of the PbP credit lines to meet
their needs.

2. Market Differential
Benefits for Financial Institutions

e The CMAC adopting PpB credit lines have noted an increased demand for credit lines that consider positive
social and environmental outcomes. They perceive that including credit lines with positive social and
environmental outcomes in their portfolio not only attracts new investments (from investors that are
committed to investing in and promoting positive environmental impacts) but also strengthens their business
models by opening opportunities for new partnerships.

e Representatives from cooperatives mentioned that the PpB aligns with projects funded by other financial
institutions, which expands their capacity to address the diverse needs of the bio-businesses supply chain.

e Since its inception with four local financial entities, PpB has expanded to nine so far, reflecting the appeal of
sustainability-linked products. The program’s offerings, such as guarantees and good-payer bonuses, help
to mitigate the financial risks to local financial institutions, allowing institutions to manage the region’s high
operational costs and reach new clients in geographically dispersed areas.
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Competitive Advantages

e As mentioned by both the cooperatives and CMAC, the “Bio-business Bonus” — a good-payer bonus —
exempts the last loan instalment for timely payers, representing a key competitive advantage for the
program. This bonus encourages producers to take the PpB'’s credit lines, comply with the program’s
socio-environmental standards and contribute to the financial education of credit takers.

e Ecotourism was highlighted as a distinctive sector covered by PpB which provides a competitive advantage
compared to traditional rural credit lines (such as the Rural Microfinance), and it enables the local financial
institutions to expand their operations to a new (and uncovered) sector.

Competitive Disadvantages

High operational costs and the need for ongoing support to producers in the Amazon are challenges that can
impact competitiveness of PpB compared to other domestic financial products. Local operators reported:

e Difficulties adapting PpB’s requirements to the realities of Amazon producers, who often lack familiarity with
sustainable practices required by the program, including the documentation requirements. For instance,
many borrowers are unaware of the specific permits needed for land tenure, adding time and costs to credit
access.

e The slow process of adaptation from traditional agricultural practices to sustainable methods, along with the
requirement for impact monitoring, places a financial burden on institutions, further exacerbated by the
region’s challenging logistics.

e The absence of agricultural insurance to protect producers from climate risks also reduces PpB’s competitive
edge compared to other financing options.

Innovative feature of the program

The Good Payer Bonus Mechanism is a key point of the PpB’s innovation: This incentive waives the final
installment for punctual borrowers, lowering the effective interest rate and promoting repayment culture, an
essential shift for overcoming high delinquency rates in previous Amazonian programs and promoting financial
education.

3. Operationalization

As part of the trust structure, COFIDE acts as fiduciary of the PpB, managing resources channeled by the IDB
and MINAM’s management. This articulated structure enables precise control over fund allocation, ensuring
resources are dedicated exclusively to projects meeting program criteria. While demand studies show significant
potential as producers operating in the Amazon lack access to financial credit, reaching this demand requires
continuous outreach with the support of local institutions like CMAC and COOPAC. The program maintains strict
geographic and sector-specific guidelines, focusing primarily on neglected regions and key economic activities
(ecotourism, non-livestock agroforestry, and non-timber forest products) within the Amazon to ensure targeted
impacts (protect forested areas and promote forest and biodiversity restoration) are achieved.

Operational Challenges

e The informal nature of the Amazonian economy, largely based on trade and barter systems without formal
financial agents, makes it difficult for producers to adapt to repayable credit systems.

e Potential borrowers, particularly in indigenous communities, may confuse credit with non-repayable aid,
underscoring the need for financial education.
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e Some financial institutions also maintain "blacklists" of borrowers with histories of non-repayment, which
complicates expanding credit in areas unaccustomed to loan-based funding.

e Defining eligibility criteria that are both rigorous to the program’s objectives and adaptable to local realities
has been challenging for COFIDE and local financial institutions.

Overcoming Operational Challenges

e Technical Assistance: Ongoing capacity building to assist producers and small businesses in
understanding and meeting program requirements.

e Technological Tools: Digital platforms connecting to government databases can streamline information
access, improve transparency, and facilitate credit approval, especially in remote areas where document
updating is challenging.

e Cooperation with NGOs: Partnerships with NGOs can align resources and objectives, leveraging program
outcomes.

e Expansion of PpB Capacity: Borrowers with prior experience in another Biocredit Program' have had
operational costs absorbed, improving efficiency and resource utilization within PpB.

4. Scalability

Expanding to other products and services

The current investment portfolio of the PpB is concentrated in the agroforestry systems linked to the coffee and
cocoa supply chains. Therefore, to scale the program, its operating conditions must be adapted to meet the
needs of other products and services that align with MINAM’s definition of bio-businesses, including aquaculture
and the production of species native to the Amazon region such as Brazil nut and camu-camu.

Expanding to other regions in the Amazon

The scalability potential lies in expanding the operation across new Amazonian regions and other biomes. To
achieve that, the program needs to strengthen the operational capacity of financial intermediaries to enhance
their lending and impact monitoring systems.

The main scalability challenges include:

¢ Difficulties in generating credit demand for other products rather than cocoa and coffee. Although
there are products other than cocoa and coffee in the Peruvian Amazon that align with the scope of the PpB,
the market for these other products is minimal compared to the global demand from cocoa and coffee
producers.

¢ Reluctance of local producers to change their agriculture practices from monoculture to agroforestry
systems. This transition brings uncertainty and additional costs to the producers, as such they are resistant
to the changes. Local financial entities report that many producers are unaware of the benefits that
environmental conservation promoted by PpB can bring to their businesses. Consequently, they often seek
traditional, more accessible funding sources, with limited interest in sustainability criteria. This lack of
awareness poses a significant barrier to establishing a continuous and sustainable demand for PpB’s financial
products.

" Led by Conservation International (Cl) and Peruvian Federation of Municipal Savings and Credit Banks (Federacién Peruana de Cajas Municipales de Ahorro
y Crédito — FEPCMAC)
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5. Replicability and Financial Sustainability
Opportunities for Replicability and Sustainability

The PpB model, utilizing a trust approach?, is seen by IDB and COFIDE as replicable in biomes facing similar
challenges with financial inclusion and environmental sustainability.

e By adapting the program to other products and services to local social and environmental conditions,
PpB’s financial services could support various business types across new areas and biomes in Peru.

e Expanding its operation through strengthening partnerships with local operators could also position
Peru as a leader in bio-business financing.

e State involvement, particularly through MINAM, is vital to ensure program continuity and expansion, as their
presence in the territories is not as volatile as the presence of local financial institutions.

Financial Sustainability

The program’s reliance on subsidies for the Good Payer Bonus Mechanism is essential but presents a challenge,
as these funds are critical for long-term viability and operational success. It is important to note that guarantees
are not subsidized; instead, they are funded through a US$ 20MM reimbursable credit line.

6. Social, Environmental and Climate Impacts

Since it is a relatively recent initiative, the anticipated impacts of PpB are still in development, with measurable
outcomes expected over the long term. A comprehensive evaluation of the program’s effectiveness will depend
on continuous monitoring and further data collection, which are essential to gauge the program’s full impact on
social, environmental, and climate-related outcomes.

Impact Goals

The PpB was created with the primary intention of reducing deforestation and maintaining and/or preserving
forested areas. While there are no rigid environmental requirements, COFIDE aligns PpB with the Peruvian
state’s concept of “Bio-business,” as defined by MINAM, which supports the “sustainable use of biological
resources with a focus on environmental, social, and economic sustainability”. This approach integrates
conservation costs, community inclusion, and traditional knowledge to add value to local economies.

Challenges in Monitoring

Setting up impact indicators has proven complex due to the Amazon’s geographical vastness and the diverse
socio-environmental conditions. The main obstacles include:

e High Costs and Logistics: Monitoring impacts in remote areas is costly and logistically challenging, making
it difficult for CMAC and cooperatives to set the baseline and track the direct environmental impacts of
transitioning agricultural practices.

¢ Flexible Indicators Needed: Indicators for impact measurement must be adaptable to the realities of both
producers and financial institutions, since strict requirements could hinder program scalability and
replicability.

2 Afinancial instrument that transfers assets to an entity for management on behalf of beneficiaries, ensuring controlled and efficient use of funds according to
program conditions.
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e Lack of Baseline and Standardization: The lack of a valid baseline for the territories where the program
operates, as well as variations in technical assistance and technological capacity across local financial
intermediaries, has led to inconsistent data collection, complicating the assessment of long-term
socio-environmental impacts.

Setting the conditions to establish the monitoring and evaluation processes

To address the challenges of the monitoring and evaluation processes, the PpB has provided the local financial
institutions with resources to promote TA to support local-level impact monitoring towards agricultural productivity
and prevention of deforestation. TA is mandatory for all credit recipients, both financial institutions and
end-borrower producers, focusing on financial and environmental risk assessment, funded by a
non-reimbursable IDB grant.

e As mentioned by representatives of cooperatives, training on regenerative and low-carbon agriculture
practices, which focuses on providing producers with technical assistance about agriculture transition
practices from monoculture to agroforestry systems, was fundamental to raising awareness about the
importance of monitoring the environmental outcomes of their production systems.

7. Lessons learned

After nearly a year since the start of its implementation, these have been so far some of the lessons learned for
this program:

z Flexibility and Adaptability: The program highlighted the importance of a flexible, adaptable

approach to suit the Amazon's complex social and environmental landscape. Financial intermediaries,
such as banks and cooperatives, must effectively integrate COFIDE’s environmental and social criteria
with the practical needs of local producers.

Q Awareness of Conservation Benefits: Raising awareness among borrowers about the advantages
of environmental conservation — particularly in forest preservation and deforestation prevention—is
essential. Educating borrowers on the potential business benefits of sustainable practices can improve
program adoption and compliance.

D Adaptation of Eligibility Criteria: Initial implementation revealed challenges due to eligibility criteria
that were not fully adapted to local social realities. Over time, the program modified its requirements to
better align with the operational capacities of local financial entities, making it easier for beneficiaries to join.

ﬁ Institutional Partnerships: Collaboration with state institutions, especially MINAM, has been crucial
to the program’s development and reach within the Peruvian Amazon. MINAM’s involvement ensures
the program’s longevity and ability to operate. The alignment between state entities, COFIDE, and local
financial institutions supports the program’s viability, fostering a unified approach to make the program
and its products sustainable.

8. SWOT Analysis

The SWOT (Strengths, Opportunities, Weaknesses and Threats) matrix below summarizes the main internal and
external factors that influenced the implementation of the Bio-business Program.
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STRENGTHS

Innovation (Good Payer Bonus Mechanism).

Technical assistance to producers and local financial agents.

Strengthening of inter-institutional relations (MINAM, COFIDE, COOPAC and CMAC).
Sector diversification (e.g., inclusion of the Ecotourism credit line).

WEAKNESSES

Access requirements that may not be fully aligned with the realities of producers (e.g., the requirement of
documentation that is not widely utilized in the Peruvian Amazon region).

Ongoing TA needs and related high operational costs.
Difficulties in standardizing and implementing monitoring social and environmental outcomes.

Continuous need to inject non-reimbursable resources for the Good Payer Bonus and TA to ensure the
financial sustainability and viability of PpB implementation.

Lack of agricultural insurance.
Short-term disbursement required by IDB/COFIDE (90 days).

High concentration of credit portfolios in cocoa and coffee, limiting diversification and increasing exposure to
sector-specific risks.

OPPORTUNITIES

Growing international interest in financing innovative financial mechanisms that support forest protection and
restoration activities and biodiversity conservation.

Interest of local financial agents in "greening" the portfolio.

Scalability to other geographic boundaries in the Amazon and other biomes that face similar financial inclusion
and environmental sustainability challenges.

Use of technological tools to optimize operations and increase transparency in credits’ approval processes.

THREATS

Withdrawal of non-reimbursable subsidies that are fundamental to the continuity of the program (currently
there is no expectation that these credit lines will be financially sustainable without the injection of
non-reimbursable resources).

Lack of engagement of producers with the PpB-backed credit lines due to difficulties in adapting their
production systems to more sustainable practices.

Lack of capacity of local financial institutions to generate local demand for the PpB credit lines.

FINAL CONSIDERATIONS

The findings in this case study are derived from desktop research and semi-structured interviews with IDB,
COFIDE, and representatives from COOPAC and CMAC which manage the PpB and relationships with
end-borrowers in the Peruvian Amazon. The study focused on six primary aspects of the PpB business model,
with a special emphasis on the innovative aspects of the program, and its potential for scalability, replicability, and
financial sustainability.
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