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ABSTRACT 

H Evaluat~on Abstract (Do not exceed the space prowded) 

The Foundatton for lnternatlonal Community Assistance (FINCA) IS an lnternatlonal PVO promotrng the economlc and social 
development of the poorest segment of soc~ety, especially women, through El Salvador, using a methodology field tested In Latln 
Amerlca and more recently In Afrlca Central Asra and the Unlted States Thls methodology lnvolves the creatlon of village banks 
that are peer groups of 20-40 members Some afillates of FINCA, lncludlng Centro de Apoyo a la Mrcroempresa (CAM) In El 
Salvador, have also provlded larger lndivldual solldarlty group loans ($230 to $3 400) to mrcroentrepreneurs wlth exlshng busrnesses 
and assets for guarantees On August 30 1990, USAIDIEI Salvador and FINCA slgned Cooperatlve Agreement No 519-0318 A-OO- 
0352-00 the Mlcroenterprlse Development Actlvrty for $10 m~llron to assist CAM The goal of this Cooperatrve Agreement was "to 
Increase Income and productive employment opportunrtres for mlcroenterprlses thereby enabllng them to better contribute to and 
share In the benefits of economlc growth " The purpose was "to establish a new vlable sustainable Salvadoran lnstrtution for 
provldlng m~croentrepreneurs with Increased access to financral and non-financial services " 

In December 1997, a summary evaluatlon of the actlvlty was undertaken by a team of three speclallsts from Weldemann Assoclates 
and ~ t s  subcontractor Development Assoclates The team used a range of methodologres lncludlng document revlew, slte vlsrts 
lntervlews and a survey to (I) assess the progress made to achleve the objectives of the Cooperatlve Agreement and (2) make 
recommendat~ons for next steps In advancing the development of the CAM 

The evaluatlon team s report states that CAM w~th technlcal asslstance from FINCA, was undertaking and plannrng many act~ons to 
Improve Its operatlons and to achleve sustalnablllty Although beneficlarles who responded to the survey were generally posltive 
about the economlc Impacts of the lending program the team expressed concern for the lack of graduation and low average loan 
sue 

The team made several recommendat~ons for improving the FINCNCAM mlcroenterpr~se program lncludlng changes n policy and 
strategy In the technlques of mrcroenterprlse lendlng, technlques for lmprovlng the CAM's financial susta~nab~l~ty organlzatlonal 
changes that would strengthen Its operatlons and ~nteract~ons wlth FINCA Recommendat~ons for USAID emphasized interventions 
to strengthen CAM through staff tralnlng cl~ent trainlng and upgrading skills of CAM s General Assembly and Board of Directors 
The team clted several "lessons learned" from the FlNCAlCAM actlvlty (I) expatrlate control of a project from a base outside the 
project country may lead to m~scommun~cat~ons and m~sunderstand~ngs between local and expatrlate project partners (2) rellance 
on an expatrlate (U S ) project team ralses project costs and Increases the proportion of project costs used for management 
admrnlstratlon and (3) relrance on andlor affillatlon w~th  an lnternatlonal organ~zatlon connected wlth numerous slmllar credit andlor 
savlngs projects may Improve the quality and amount of technlcal asslstance available to a local cred~t/sav~ngs lnstrtuhn 
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SUMMARY 

J Summary of Evaluation Findings - Conclusions and Recommendabons (Try not to exceed the three (3) pages provided) 
Address the following Items 

Purpose of evaluation and methodology used Principal recommendabons 
Purpose of acbvity(1es) evaluated Lessons learned 
Findlngs and conclusions (relate to questions) 

Title And Date Of Full Evaluabon Report Final Evaluat~on of the Mlcroenterprise 
Development Project of El SalvadorlFebruary 25, 1998 

Mission or Office 
USAlDlEl Salvador 

A 9 
The evaluation had two purposes 

1 To assess and provide feedback to USAlD on the progress made to ach~eve the objectives of the Cooperatrve Agreement 
and 

2 To make recommendations for next steps In advancing the development of the CAM [Centro de Apoyo a la Mlcroempresa] 

The information from the evaluation a to help FINCA, the CAM and the USAlD Mlsslon dlscuss posslble future collaboration to 
advance the CAM s continued development 

The evaluatlon team obtalned information from a variety of sources Using the services of subcontractor FUNDASALVA a survey 
was conducted of cllents of the Village Bank and Microenterprise Programs The questionnaire was based on the one utlllzed In the 
midterm evaluation thus permitting comparisons over trme as well as those wlthin the current groups Wlthin the established budget 
for the evaluation addrtlonal funds were allocated In December 1997 to FUNDASALVA In order to attaln statist~cally slgnlficant 
numbers size in key cells In the strattled sample of respondents These surveys provlde new lnformatlon pertinent to the impacts of 
the project on beneficiaries 

Other topics In the evaluatlon were researched by using exlst~ng documents by conductrng lntervrews with key informants and by 
carrying out field vlsits Given the breadth of the statement of work for the evaluation despite the total of elght work-weeks for the 
three evaluatlon team members the trme that could be devoted to any one toplc was llmrted and the team emphasized the Issues of 
hlghest priority for the Mission 

Key informants included CAM clients management and staff and one of the HubIFINCA consultants USAlD intervlewees included 
those with current and previous responsrb~l~ties for the project Slte vlslts were made to CAM offices In San Salvador Cojutepeque 
and Santa Ana and to village bank meetings In Santa Ana and San Martin Both USAlD and CAM made documents readily 
available to the evaluations teams 

B Purpose of Actlvitles Evaluated 

FINCA International IS an ~nternational PVO promoting the economlc and soclal development of the poorest segment of soclety 
especially women through El Salvador using a methodology field tested In Latln Amerlca and more recently in Afrlca Central Asia 
and the Unrted States Thls methodology ~nvolves the creatlon of village banks that are peer groups of 20-40 members who receive 
three crrtlcal servrces I )  working capltal loans to finance self employment (typically from $ 50 to $ 300) 2) a rnechanlsm to promote 
savings 3) a communrty-based system that IS based upon mutual support and seeks to encourage self-worth Some affiliates of 
FINCA, including CAM In El Salvador have also provlded larger lndiv~dual and solidarity group loans ($ 230 to $ 3 400) to 
rnrcroentrepreneurs wlh exlsting businesses and assets for guarantees 

The Cooperatrve Agreement between FINCA and USAIDIEI Salvador was for $ 10 mllllon The goal of thls Cooperative Agreement 
was "to Increase Income and productive employment opportunltres for m~croenterprises, thereby enabllng them to better contribute to 
and share In the benefits of economlc growth ' The purpose was "to establish a new viable, sustainable Salvadoran lnstltutlon for 
providing mrcroentrepreneurs wlth increased access to financial and non financial servlces " Over the past seven years FINCA has 
worked wlth locally-hlred employees in house and rndependent experts In microenterprise lendlng to carry out this mandate 

In 1991, through the funds provided by USAlD under the Microenterprise Development Activity FlNCA created the Centro de Apoyo 
a la Microempresa (CAM) a legally registered Salvadoran NGO wlth four reglonal offices to manage the village bank and the 
mrcroenterprlse loan porffollos as well as to provide trarnlng services In July 1994 a major embezzlement was discovered In the 
Regional Office of San Miguel lmmedlate actions were taken to prosecute guilty parties and get CAM "back on trackn attempting to 
rnlnrmlze damage to rts organlzatlon As of August 1997 CAM had 17,033 actlve clients, an outstanding loan portfolio of $ 1 44 
milllon, and had reached 58% financial self-suffic~ency (using FINCA s estimates for the rate of nflation) 

Date Thls Summary 
Prepared December 22 
1998 
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C Conclusrons and Prrncipal Recommendations 

As of February 1998 CAM wlth technrcal asslstance from FINCA, was undertaking and plannlng many actrons to Improve 
operations and to achleve sustalnablldy The followlng recommendat~ons were developed In the evaluation or merited particular 
mention 

I Mrcroenterpr~se Lendrng If the Mlcroenterprlse Program n to continue, a number of steps should be taken 

a) Correct the system so that savings from another cllent are not applled toward past due loans and adjust reserves and write-offs 
accordingly 

b) Ensure that the methodology 1s appropriate to avold contlnued problems In delinquency The changes made In 1996 have not 
resulted In rmproved portfolro qual~ty 

c) Ensure that the cost per unlt lent in thrs program IS competitive wlth the costs for the village bank program 

d) If the loan approval process 1s to be de-centralized extreme caution must be taken to ensure delinquency problems do not 
reappear 

CAM should carefully examine the potentla1 benefits of ellmlnatlng the M~croenterprlse Lendrng Program 

F~nanclal sensltlvlty analysls should be carrled out under varylng assumpt~ons for the two Programs (Vlllage Banklng and Solldarrty 
Groups and lndrvldual loans) concerning operating costs Interest Income and loan write-offs Some of the scenarios could rnclude 
the Impacts of dlscontlnulng the entlre M~croenterprise Program on the fundlng of the Vrllage Banklng Program, that IS 

M~croenterprlse loan repayments (or sale of the portfollo) could fund a faster growth of the Village Bank Program Perhaps rigorous 
analysls will suggest that CAM should speclallze n what ~t does best Village Banklng 

2 Financial Sustalnabil~ty of CAM The following recommendat~ons are made to help achleve the financial susta~nab~ldy of 
CAM 

a) CAM should finallze ~ t s  five year strategic plan and use ~t as a management tool to measure performance on a regular basls 

b) In order to become sustainable CAM must Increase ~ t s  loan pottfol~o whrle malntalninn qualty Careful assessment of the 
rnlcroenterprlse program IS needed to analyze ~ t s  profitablllty vls-a-vls the village bank program CAM should carefully analyze the 
cost per colon lent In each program to just* its contlnued efforts In the mlcroenterprlse program glven rts hlgh delrnquency rates 

c) Staff productiv~ty needs to Increase to industry standards CAM has to Increase the productrvlty of ~ t s  credlt officers 

d) Costs must be contamed especially personnel costs CAM should be careful not to permit salary Increases or lncentlve plans to 
erode the progress ~t has recently made In thls area As the portfollo grows more field staff will be hlred but CAM will have to make 
a concerted effort not to lncrease the admlnrstrative staff above ~ t s  desired ratlo 

e) In order to fund the projected growth CAM will need to obtarn loans or capltal recognlzrng that the former may substantially 
lncrease rts expenses rf ~t has to borrow at market rates and pay FINCA for a guarantee Sources of these funds remaln vague 
and lack of vrable opt~ons could halt CAM s growth and prevent it from becomlng flnanclally sustarnable 

3 Future Missron Assrstance to CAM To the extent that the USAlD Mission In El Salvador wlshes to contlnue promoting 
mlcroenterprlse development n El Salvador In the late 1990 s it could lncrease rts commun~cat~ons w~th the FlNCAlHub office and 
decision-maklng that affect CAM 

Avoldlng duplication of effort wlth the FINCA reglonal Hub office the Mlsslon could dlrectly provlde asslstance to the CAM In several 
areas Mlssron ass~stance could strengthen CAM as an organization wrthout increasing CAM s own admlnlstratlve costs thus 
contrlbutlng to financlal and organlzatlonal sustainabllrty The followlng paragraph suggests areas In whlch the Mission could 
conslder asslstlng CAM 

a) Staff Tralnnq The Mlsslon could asslst CAM to conduct a tralnlng needs assessment and subsequently provrde the tralnlng 
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b) Cllent Tralnlnq As a cost cuttlng measure CAM's reglonal tralnlng staff was ellmlnated and thelr dutles assumed by promoters 
and reg~onal supervisors As In the case of CAM's tralnlng of its own staff, some of the cllent traln~ng could be provlded through a 
subcontract wlth a (speclallzed) Salvadoran organlzatlon The Mlss~on may be able to fund some of the non-staff costs of cl~ent 
tralnlng 

c) Tralnlng of the CAM General Assembly and Board of Directors Wlth recent changes In its by-laws CAM must provlde tralnlng 
and work assignments for candidates for membership In the General Assembly The Mlss~on may caut~ously cons~der any 
proposals of CAM In th~s regard 

D Lesson Learned 

For those embarking on mlcrofinance projects, conslderatlon could be glven to the following polnts 

a) Expatr~ate control of a project from a base outs~de the project country may lead to m~scommun~cat~ons and mlsunderstand~ngs 
between local and expatrlate project partners 

b) Reliance on an expatrlate (U S ) project team rases project costs and Increases the proportion of project costs used for 
management and adrn~n~stratlon 

c) Rellance on andlor affrllatlon wlth an lnternatlonal organlzatlon connected wrth numerous slrn~lar credlt and/or savings projects 
Improves the quality and amount of technical assistance ava~lable to a local credlffsavlngs ~nstltutlons 
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ATTACH ME NTS 
K Attachments (Let attachments subm~tted with thls Evaluation summary always attach copy of full evaluation report even l o n e  was submitted 

- 

earher attach studies surveys etc from "on-gong" evaluabon ~f relevant to the evaluabon report) 

Flnal Evaluation by Weldemann Assoc~ates, Inc (February 27, 1998) 

COMMENTS 
L Comments By Miss~on A IUN Office and BorrowerIGrantee On Full Report 
The Evaluators recommendat~ons regarding the role of FlNCA lnternatlonal were the following 

1) CAM should periodically assess its afflllatlon status wlth FlNCA International, cornparlng costs to benefits, such as 
access to technical assistance, the Village Bank Capltal Fund, and the pertinent lnformatlon about mlcrofinance In other 
countr~es 

2) At thls stage, the CAM Board of Dlrectors should examlne the benefits of its affiliate status w~th FlNCA 

USAIDIES has always expressed concern about the compos~tion of the General Assembly and of the Board of Dlrectors 
of the CAM The General Assembly IS weak, and the majority of members are the or~glnal village bankers from Santa 
Ana The CAM Board of D~rectors cons~sts of three FlNCA members who are U S cltizens and live In the Unlted States 

The affil~ation fee the CAM pays to FlNCA has also been a toplc of d~scuss~on on various occasions because the CAM 
must pay to FlNCA 1% of each loan disbursed, whether the loan IS good or IS unrecovered The value (costlbenef~ts) of 
thls affil~ation for the CAM has not been analyzed In detall 

Once the national institution has been created, the U S partner should back off so that the new NGO becomes 
Independent Maybe when a new NGO, 1s belng created, a more domlnant role for the external sponsor IS necessary 
but as the instltutlon matures, ~t should become a fully Salvadoran lnstltution In the case of the CAM, there is an 
Inherent confllct of Interest on Board dec~s~ons since, for Instance, a suggestion to revlew the Affillatlon Fee by the 
Executive Dlrector may not be welcomed by the FINCA members Thls should be rectified lmmedlately 

USAlD hopes to contlnue to have a worklng relatlonshlp dlrectly wlth the CAM In future actw~tres, but would seek a direct 
relatlonshlp 
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