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PROJECT ASSISTANCE COMPLETION REPORT 
OPERATIONAL PROGRAM GRANT NO. 519-GOO-21005-00 

GRANT: RECONCZLIA TZON: 51 P-O399-GOO-2IO5-OO 
CREDIT AND INCOME GENERATION PROJECT 

I. SUMMARY OF THE PROJECT 

The Project offlclally began on July 1, 1992 Thls village bank, 
agrlcultural credlt, and lnstitutlonal bulldlng Prolect was 
implemented by Cathollc Rellef Servlces of El Salvador (CRS) and 
selected Carltas offlces, and was origmally scheduled as a two 
year prolect USAID granted two extensions to the Grant, the 
first through July 31, 1995 and the second through July 31, 1996, 
to ensure that the Project fully achleve ~ t s  objectives 

USAID committed $1,000,000 to the Grant The counterpart 
contrlbutlon to the Project was $304,847 and Carltas was to 
contribute with $52,372, elther in cash or in kind The total 
Project budget was $1,357,219 

The Pro3ect llfe was four years and, allowed both CRS and Caritas 
to improve thelr capablllty to admlnlster vlllage bank 
and agrlcultural credlt projects, thus allowlng for long term 
programatlc sustainablllty In all components More importantly, 
upon Project conclusion, all parties can be assured that the 
Project has achieved ~ t s  overall goal to contribute to an 
lncrease In food securlty among ~ t s  beneflciarles 

A Goal and Purpose of the Project 

The goal of the Project 1s to Improve lncome of poor Salvadorans 
The purpose of the Project is to asslst CRS In expanding ~ t s  
support of productive enterprise lnltlatlves through credlt and 
technical assistance to targeted low lncome beneficiaries 

B Prolect Components 

The Prqect conslsts of three components Vlllage Banklng 
activltles, Rotatlng Agricultural Loan Fund (RALF) actlvltles, 
and Admnlstratlve actlvitles These components incorporated 
pllot projects lnltlated by CRS In 1991 Carltas Santa Ana 
Vlllage Banklng and Instltutlon Bullding, and Dlocesan Support of 
Small Agricultural Production 



C Analysis Present Status of the Pro-ject 

Vlllaqe Bankinq Component 

The Village Banking Component of the Project contmues to be 
administered by three Caritas offices Caritas Sonsonate, Caritas 
San Vicente and Caritas Santa Ana 

Carltas Santa Ana has over seven years of experience managlng a 
village bank prolect The prolect 1s managed by two promoters, an 
accountant, a coordlnator and an assistant coordlnator They 
have reached high levels of savings Santa Ana as other Carltas 
offlces, began worklng with the traditional FINCA methodology 
Over tlme, Carltas modified the original model, without 
undermining its solidarity guarantee One example of this 
variation to the methodology 1s that Santa Ana intended to reach 
only women, but decided to extend it to reach men as well Now, 
15% percent of pro-~ect beneflciarles are men The level of 
solldarlty among members 1s 95% 

Caritas Sonsonate currently supports 20 banks wlth 213 cllents 

CRS trained Caritas offlces in vlllage banking and administrative 
topics, including the National Offlce Representatlve from all 
Caritas offices are lnvlted to participate along wlth 
counterparts In lnstltutional bullding events, and as a result, 
the capaclty to admlnlster credlt prolects in all Dloceses has 
improved 

Global repayment for the vlllage bank component is currently at 
91% 

Carltas vlllage banks are reachlng poor urban and rural 
residents The average loan slze to the beneflciarles 1s $137 00, 
and over 50% of all banks supported by Carltas are located In 
remote areas Therefore, the Prolect has been successful in 
provldmg flnanclal servlces to populations that wouldn't have 
had this opportunity otherwise 

Rotatlm Asricultural Loan Fund (RALFs) 

The RAW component was admlnlstered by flve Caritas offlces (San 
Vlcente, Sonsonate, Zacatecoluca and Santlago de Marla), and 
admlnlstered by a National Coordlnator based out of Carltas 
Natlonal Offlce Oversight of thls component was provlded to 
Carltas by an agronomist from CRS/E~ Salvador Over the four 
years of prolect ~mplementatlon, 84 RALF were maugurated, of 
these $7 remaln actlve Members of RALFs have recelved training 
on a wade varlety of sublects, including sol1 conservation, 
sustainable agriculture techniques, seed selection, post harvest 



management, and RALF admlnlstration Carltas staff has also 
partlclpated in tralnlng ranglng from post-harvest management to 
RALF admlnistratlon, to community development 
Overall repayment of the RALF loan fund 1s at 66%, whlch is 
hlgher in comparison to the performance of other baslc gram 
credlt prolects supported In El Salvador 

Repayment of the RALF debt fund is exacerbated each time the 
government decldes to forglve debt to small farmers 

I1 FINANCIAL STATUS 

The Project budget was spent In the following manner 

Line Item 

Operational 
Cost 

Tralning/T A 

Seed 
Capltal/loan 

Obligations 
($1 

274,053 00 

Expenditures 
($1 

270,541 81 

CRS Overhead 
(22 58%) 

Balance 
($1 

3,511 19 

27,594 00 

414,902 00 

Capltal 
Equlprnent 

Flnanclal 
Management 

All udlquldated balances were returned to USAID Washmgton 

173,487 00 

TOTALS 

I11 PROJECT ACCOMPLISHMENTS 

27,594 00 

414,902 00 

40,273 00 

19,000,OO 

1,000,000 00 I 977,354 17 1 22,645 83 

Vlllage banklng accomplishment vls a vls the oblectlves 

- -  - 

0 

0 

163,219 94 

Cotal Counterpart contrlbutlon provlded was $357,219 00 

Obiectlve one Create 30 vlllage banks wlth a total of 900 
members in two years 

10,267 06 

40,272 70 

10,133 29 

The three Carltas offlces whlch administer the vlllage banklng 

0 30 

8,866 71 



component (Santa Ana, San Vlcente and Sonsonate) operate a total 
of 57 banks, wlth 1,160 members, of whlch 84% are women Carltas 
Santa Ana manages 19 banks and Carltas Sonsonate manages 20 
banks 

Oblectlve 2 Generate net savlngs of $125 per member over two 
years 

Through the three Dioceses, project beneflclarles currently hold 
$ 5 0 , 0 0 0  as part of the Internal account, for a net savlng of $43 
per member The accumulated amount of savings generated over the 
four-year Project 1s hlgher, but 1s not an accurate indicator, 
glven that many members have withdrawn from vlllage banks, and 
have taken then savings wlth them 

Obiective 3 Strengthen Carlta1s capaclty to manage vlllage 
banklng projects through tralnlng of personnel In the FINCA 
vlllage banking model 

Tralning of Carltas staff In the Vlllage Banklng methodology was 
completed In the flrst year of Project actlvltles The orlglnal 
village bank methodology has been modlfled in all three Carltas 
offlces to better meet the needs of the cllents (wlthout 
undermlnlng the solldarlFy of the orlglnal model) and 1s now 
called communlty banklng Carltas staff was tralned In the new 
model of communlty bankmg durlng the last quarter of 1995. 

Carltas capaclty to manage Vlllage bank projects has been further 
enhanced through partlclpatlon In flnanclal and admlnlstratlve 
tralnlng held during 1995 and 1996 

Rotatlnq Aqrlcultural Loan Fund Accom~l~shments Vls a vls 
Obi ect ives 

Obiectave one Create approximately seventy flve communlty based 

The camnaen~ty bank methodology allows clients to receive ~nltxal loans xn 
amounts Between $50 and $150, dependxng on their capacxty to save, and the 
capaczty of thexr business Internal account use xs hxghly decentralxzed, and 
banks are encouraged to save durxng each cycle, and to re-lend all xnternal 
account funds to both members and non-members of the bank Basxc Busxness 
management traznzng as an xntegral part of the communlty bank methodology, and 
all members must recexve traxnxng an the varlous traxning modules for the 
program. Each year, members meet with the credzt commzttee and the bank 
promoter to discuss busmess needs, to determxne new loan amounts for the next 
year nGraduatronn of clxents from the program is asslstxng them to continued 
access to financial services which are more approprxate for thezr bus~ness 
needs. 



rotatlng agrlcultural loan funds 

Carltas currently provldes flnanclal and technlcal asslstance to 
1,282 farmers wlthln 67 rotatlng agrlcultural loan funds (RALFs) 
A total of 84 RALFs were created, but 17 were disbanded for non- 
payment of loans 

Obiectlve 2 
Increase agrlcultural productlon of beneflclarles by a mlnlmum of 
25 -50% (dependmg on the areas worked ~ n )  by the end of the 
pro] ect 

A soclo-economlc study conducted of the RALF component separated 
agrlcultural productlon Into four baslc crops corn, beans, 
sesame seeds and sorghum Production levels vary for each crop In 
each Dlocese, In some, productlon levels for a certaln crop are 
hlgher, and In others are lower Consolldatlng all flgures, the 
study demonstrates that overall productlon levels for corn and 
sorghum remamed the same as levels before the prolect (26 and 19 
qq/mz respectively) On the other hand, productlon levels of 
beans and sesame decreased 

Agricultural productlon levels were hlndered by a number of 
factors throughout the llfe of the Prolect Among these are 
quallty of the land, the lmplementatlon of sustainable 
agrlcultural technlques, the market for agrlcultural products, 
and most ~mportantly, unfavorable weather condltlons Santlago de 
Marla, San Mlguel and parts of San Vicente and Zacatecoluca 
suffered the consequences of a drought durlng one full 
agrlcultural cycle In 1994 

Obiectlve 3 Strengthen Carltas' capaclty to 
projects through lnstltutlonal strengthenuq 
techleal team 

manage 
of the 

agrlcultural 
agrlcultural 

Durlng the lmplementatlon of the RALF component, tralnlng was 
provlded to prolect agronomist, Carltas accountants and 
management staff In technlcal and admlnlstratlve toplcs over the 
four-year llfe of the Project 

Accountants attended CRS-sponsored tralnmgs on flnanclal 
reportnng technlques Technical asslstance from the CRS 
accountlng office was provlded dlrectly to Carltas Dlocesan 
offices In order to malntain appropriate audltlng and accountlng 
standards throughout the life Project 

IV EXMUATION AND AUDITS 

A, Evaluat lons 



In order to properly fulflll the requirements of soclo-economics 
lmpact measurement, and provlde statlstlcal lnformatlon to 
contribute to the flndlngs of the mld-term evaluation of the 
Prolect, a soclo economlc lmpact of the vlllage bank and RALF 
component was conducted In May 1995 by the Publlc Oplnlon 
Institute (IUDOP) of the Unlversldad Centroamericana Jose Slmeon 
Cafias (UCA) The most slgnlflcant flndlngs of the lmpact study 
include 

Vlllaqe Bank Component Flndlnqs 

80% of the bank members lntervlewed experienced sales growth 
slnce -jolnlng thelr vlllage bank Sales Increases are shown 
to be dlrectly related to the amount of people worklng In 
the mlcroenterprlse 

95% of bank members are mvolved In commerclal actlvltles 
Wlthln commerclal actlvltles, 50% of cllents are lnvolved In 
commerclal food actlvltles 

There 1s a hlgh level of satlsfactlon among bank members and 
thelr partlclpatlon In vlllage bank 86 7% of cllents report 
thelr llves have lmproved slnce Jolnlng thelr vlllage bank 

The amount of money available for dally food consumption 
among bank members has lncreased 24% from US $3 61 to US 
$4 49 (31 58 colones to 39 35 colones) slnce involvement In 
the Prolect 

52 7% of bank members lntewlewed report havlng made 
Improvements In thelr houses or busmesses slnce Iolnlng the 
Pro J ect 

Overall. school attendance among famllles partlclpatlng In 
vallage bank component has not lncreased through 
partlclpatlon In the Project 

Bmk members dedlcate on average between 7 and 10 hours 
dally on thelr busmesses 

Rotatlq Agrlcultural Loan Fund (RALF) Component flndlngs 

Farmers particlpatlng In the prolect are subsistence 
farmers that produce malnly corn, beans, sorghum and sesame 

Tbe Project has contributed to changes In farmmg 
techmques whlch are beneflclal to both production and 
envlroment Although use of different techniques dlffers 
dependrng on the area surveyed, In general 



30% of beneflclarles surveyed are utlllzlng contour 
f armlng 
33% of farmers have decreased the use of pestlcldes 
53 9% are uslng the method of dead barrlers to decrease sol1 
eroslon 
62 2% of farmers no longer "slash and burnN the remains of 
old crop 
35% of farmers use llve barrlers 
50% of farmers use certlfled seeds 
8 out of 10 people surveyed depend exclusively on RALF funds 
to buy agrlcultural lnputs 

Famllles rely on crop for food securlty durlng droughts, 
famlly consumption of crop durlng a drought lncreases from 
66% to 90% 

Followmg the lmpact studles, a mld term evaluation was conducted 
of the overall Prolect In 1995 In order to provlde suggestions to 
asslst prolect lmplementors best fulflll the Project objectives 
and more speclflcally, the actlvltles outllned In the Grant 
extension plan The conclus~ons of the flnal evaluation lncluded 
the following 

1 Vlllage banklng and the provlslon of agrlcultural credlt are 
effective mterventlons to asslst communities that llve In 
extreme poverty, lncreaslng thelr lncomes and thelr quallty of 
llfe 

2 The solldarlty among vlllage bank members Increases the 
efflclency In carrylng bank operations 

3 The flnanclal and admlnlstrative sustalnablllty of the Prolect 
has been partly achieved, In some Dloceses lt 1s hlgh as 100% In 
others 1s as low as 50% 

4 The tralnlng element of the Prolect, if stronger would have 
had a posltlve lmpact on long-term prolect sustalnablllty 

5 Comunlcatlon channels among the different actors of the 
project were unclear, whlch contributed to misunderstandings 
wlthin project lmplementatlon A commun~cat~ons system whlch 
allows for tlmely and flexlble exchange of lnformatlon 1s 
necessary 

6 The repayment rates may have been greater I£ the system had 
been cfomputarlzed to facllltate greater control and declslon- 
maklng wlth respect to the admlnlstratlon of the portfolio 

7 Vlllage bank loan amounts are low, whlch makes ~t difficult 
for bank members to substantially improve thelr standard of 
llvlng 



8 Vlllage banks have cultivated the hablts of savlngs, 
solldarlty and willingness to be part of the solutions of the 
problems 

9 Vlllage bank and RALF methodologies should be adapted to the 
needs of members 

10 Beneflclarles of the RALF loans have ~roduced the baslc 
grams necessary to guarantee thelr food security, but not enough 
to cancel thelr loans 

11 The communities have created structures whlch allow for the 
long-term execution of the Prolect 

The recommendatlons llsted withln the mld-term evaluation 
Include 

1 A consulting group of representatlves of partlclpating 
lnstitutlons should meet perlodlcally to make declslons to 
provlde responsible monltorlng of the Progect After thls 
speclflc recommendatlon a stronger monltor~ng/coordlnatlon was 
estabklshed among USAID, CRS coordinators, Carltas Naclonal and 
Carltas offlces 

2 The admlnlstratlve flnanclal system In the Carltas Dlocesan 
should be strengthened 

3 The actlvltles wlthln the extenslon should be operatlonallzed 
in such a way that each actor 1s knowledgeable of the 
respanslbllltles asslgned to them 

4 cRS/ El Salvador should slgn separate agreements wlth each 
Dlocese to ensure that responslbllltles and actlvltles to be 
undertaken are clear, and completed 

These recommendatlons were accepted and implemented by CRS except 
for number four smce separate agreements would not be posslble 
to sxgn wlth each Dlocesan offlces, as thls 1s the responslblllty 
of the Carltas Naclonal, the subgrantee of thls Prolect 

Actlvltles related to co-admlnlstratlon of the funds and the 
methaddogy, took place durlng the perlod of the extenslon of the 
Actmn Plan 

A mld term audlt was conducted for thls Project, coverlng the 
perlads of July 1, 1992, though December 31, 1993 All 
recamendatlons were mlnor, and subsequently overcome by CRS and 
Carltas 

A fd audlt was orlglnally scheduled for thls Prolect, but 



negotlatlons between USAID and CRS In July 1996 concluded that a 
final audit was not necessary, glven that CRS/EL Salvador 
complled with the OMB A-133 lnternal audit requirements, and 1s 
audited lnternatlonally by Coopers & Lybrand 

V. SUMMARY OF LESSONS LEARNED 

1 Achieving 100% repayment rate In the village bank component 1s 
difficult with an organization such as Carltas whlch has never 
managed a sustainable credit program Nevertheless, thls 1s a 
posslble and necessary goal, although lnltial and monitoring 
supervlslon and monitoring of both, the project manager and the 
institution managlng (CRS) is necessary 

2 The practlce of flnanclng 100% operatlng costs of an 
instltutlon managing a vlllage bank credlt pro~ect for the entlre 
life does not prepare lnstltutlons to thlnk In terms of long- 
financial sustalnablllty Once Carltas offlces were forced to 
cover thelr operatlng costs wlth lnterest lncome generated from 
pro-~ect loans and own Income, repayment rates mcreased, and the 
promoters became more strlct wlth thelr clients 

3 An mformatlon management system (flnanclal, portfollo and 
impact) should be In place before a village bank credlt program 
beglns This system does not necessarily have to be computerlzed 
In the beglnnlng, but as the program expands, computerlzed 
mformatlon systems becomes necessary 

VI. REC0MMEE;IDATIONS 

1 The agrlcultural component was deslgned to provlde support for 
farmers to Improve baslc graln production Because ecological 
condltrons, lncludlng dramatlc cllmatic variations, corn 
production remalns a low proflt, and a high risk crop Future 
prolects should give more importance to diversifying crop 
producttlon vlth lower rlsk, more profitable crops 

2 Projects that lnclude agrlcultural loans and small 
mlcroewterprlses should be planned for a perlod of three years, 
instead of two years llke orlglnally was planned for this one 
Othemse there 1s an unnecessary pressure to liquidate the 
obllgatlons Thls Prolect was extended twlce and ended as a four 
year project 

3 Future projects should provide staff tralning on the concept 
of susttalnablllty preceding project lmplementatlon To complement 
thls, secondary level institutions should not flnance 100% of all 
operatmg costs for the mlcrolending first lnstltutlons until the 
pro3e& ends, flnanclng for operating costs should be slowly 
phased out as an mstltutlon's portfollo expands 



4 Future mlcrolendmg prolects should speclfy a calendar of 
tralnlng actlvltles, a detalled tralnlng budget, toplcs, actors 
and ob~ectlves of tralnlng plans before project lmplementatlon 
beglns 

VII. POST-PROJECT MONITORING AND FOLLOW UP ACTIONS. 

A number of actlvltles are currently taklng place to ensure the 
long term sustamablllty of the components wlthln the Project 

Flrst, Carltas offlces lnvolved In the village bankmg component 
are recelvmg continued flnanclal and technical assistance 
through the CRS and USAID flnanced Sequel Matchlng Grant Carltas 
office partlclpates in CRS sponsored tralnlng for all counterpart 
lnstltutlons asslsted through thls grant 

Smce July 31, 1996, Carltas staff has attended a two-day Total 
Quallty Management workshop, and also Carltas 1s part of the 
USAID'S Mlcroenterprlse 2000 Project managed by the Strategic 
Objectlve No 1, Economlc Growth 

Carltas offlces wlll contmue to be lnvolved In all aspects of 
the Mlcroenterprlse Innovation Pro1ect (MIP), flnanced by AID/E~ 
Salvador, such as the credlt bureau database of delinquent 
cllents, the tralnlngs related to sub-sector analyses conducted, 
and partlclpatlon In the natlonal soclo-economlc Impact 
monltorlng actlvltles 

pacr crs 


