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CARE CAMBODIA

SAVINGS MOBILISATION PROJECT – BATTAMBANG PROVINCE

MID-TERM EVALUATION
1.
EXECUTIVE SUMMARY

This report provides a mid-term assessment of the CARE Cambodia Small Economic Activity Development Savings Mobilisation Project in Battambang province in north-west Cambodia.  The three year Project is currently jointly funded by AusAID and CARE Australia.  CARE Cambodia Project staff are responsible for project management, planning and programming and provide training, technical and operational assistance to the Savings Bank and their members.  This report’s findings are based on a detailed review of the Project’s operations and activities covering the period to March 2001.  

The Project’s original goal was to demonstrate that voluntary savings mobilisation could be successfully implemented within low-income families in Cambodia.   Existing microfinance operations concentrated primarily on the provision of microcredit using loan funds generated from external donors.  The Savings Mobilisation Project therefore represented a particularly innovative and largely untested approach to microfinance in Cambodia at that time.     

Three years after it began, the Project has proved to be remarkably successful in meeting its goals. If operations continue as planned, it will meet its target of reaching 7,500 low-income households, particularly female-headed households, in Battambang Province by 30 June 2002.

It has convincingly demonstrated that poor people can save if given the opportunity.  As of March 2001, 75 Savings Banks have been established in 72 villages across five districts in Battambang Province.  Currently, 6,039 members are actively saving with the Banks.  4,004 of these savers are women.  Total active savings of US$51,241 are being mobilised within the Project.  2, 326 members are currently borrowing from the Savings Banks with total loans outstanding amounting to US$87,445.  Repayment rates for all Savings Banks are consistently high with an overall Project repayment rate of 99 percent.  At 31 March 2001, the Portfolio at Risk is 0.35%. Members are very aware that the money they are borrowing is the money that they and their neighbours have saved.  

Members feel a very strong sense of ownership of “their” Savings Banks.  Volunteer Executive Committees willingly commit considerable time and effort to running the day-to-day operations of the Banks.  Members place great value on the training and assistance they have received from CARE Cambodia Project staff.

At the same time, members are very conscious of the need to ensure the sustainability of the Savings Banks so that they might continue to operate in the event of the eventual withdrawal of external funding for technical assistance and support.  To this end, CARE Cambodia Project management, staff and Savings Bank members are actively working on strategies to ‘formalise’ the Project’s activities and achieve self-sufficiency.

Members of the Evaluation Team were very impressed with the Project’s achievements to date and believe the Savings Banks Project represents an excellent example of potentially sustainable, community-owned microfinance.  Project management, staff and Savings Bank members are actively working towards the achievement of ongoing self-sufficiency.  In order to build on the excellent work that has already been done, it is recommended that the CARE Cambodia SEAD Savings Mobilisation Project be supported by a further phase of development on completion of the current Project in June 2002.   

2.
PROJECT MID-TERM EVALUATION 

2.1 EVALUATION OBJECTIVES AS PER TERMS OF REFERENCE (TOR)

The Objectives of the mid-term Evaluation were as follows:

1. To assess progress and outputs towards achieving the project goal and objectives.

2. To assess the appropriateness of the savings and loan policy procedures and methodology to achieve the project goal and objectives, and identify strength and areas for improvement.

3. To assess effectiveness of the financial management system and sustainability issues of the savings banks.

4. To assess timeliness, implications, and issues surrounding formation of a federation of savings banks.

5. To assess general management and implementation of the project.

6. To develop case studies and record lessons learned about the project design, monitoring and evaluation of the savings banks.

2.2
COMPOSITION OF EVALUATION TEAM

The mid-term evaluation was conducted by a team of two members with microfinance and credit union experience in developed countries: Mr Grahame Mehrtens from the Credit Union Foundation of Australia (CUFA) and Ms Robyn Cornford from The Foundation for Development Cooperation (FDC) in Australia.  (The team was to have comprised four members including a representative from CARE USA and a representative from the Asian Confederation of Credit Unions (ACCU).  Unfortunately, these members were unable to participate and were not replaced.)  

2.3
RESPONSIBILITIES OF THE EVALUATION TEAM AS PER TOR

The team was asked to develop the strategy for conducting the evaluation in accordance with the evaluation objectives and to produce an evaluation report with clear and specific recommendations.

2.4
ACTIVITIES UNDERTAKEN BY THE EVALUATION TEAM 

The team undertook the following activities:

· Met with the Project Co-Ordinator for an overview of the project;

· Collected, reviewed and analysed relevant project documents;

· Reviewed data on Savings banks and selected savings banks/villages to be visited as part of the conduct of the study;

· Developed a study design with a specific action plan schedule, method for gathering information, and an appropriate questionnaire addressing each key question and maximising consultation with savings bank Executive Committees, group leaders and members.

· Travelled to savings banks/villages to meet with, and seek answers to key questions from, savings banks Executive Committees, group leaders and members;

· Reviewed record keeping procedures with relevant members of the Savings Bank Executive Committees;

· Attended Deposit Day at one Savings bank to observe the actual deposit collection and loan disbursement operations of the Savings bank;

· Visited individual Savings bank members to view income generating activities;

· Met with all Project staff at CARE Battambang Office located in Battambang province;
· Collated, reviewed and analysed collected data and drafted evaluation report;
· Presented initial findings and Draft report of Savings Bank interviews to Project Co-Ordinator and staff:
· Incorporated comments and suggestions from  Project Co-Ordinator and Staff;
· Met with CARE Country Director and Project Co-Ordinator in Phnom Penh to present evaluation findings.
· Met with Mr Lim Peng Heng, Deputy Team Leader, National Bank of Cambodia to discuss the legislative environment for non-bank microfinance activities in Cambodia

2.5
WORKPLAN FOR CONDUCT OF THE EVALUATION

In order to meet the Evaluation Objectives, the Project team developed the following work plan:

(1) Assessment of progress and outputs towards achieving the project goal and objectives

Verification methods:

· Review of all relevant project documents, management information systems and the savings bank’s record keeping processes to authenticate project progress reports, financial and statistical reports

· Review of monitoring and progress reports

· Review of Action Plan for the Project

· Review of Monthly Action Plans for Project

· Review of Monthly Action Plans for individual staff

· Visits to Savings Banks to conduct interviews (using a questionnaire developed around a series of key focus areas) and discussions with Savings Bank members

· Conduct of interviews and discussions with all Project staff

(2) To assess the appropriateness of the saving and loan policy procedures and methodology to achieve the project goal and objectives, and identify strengths and areas for improvement.

· Review of Savings Bank policies – both original and revised

· Review of training materials and Workshop design and outcomes  

· Visits to Savings Banks to conduct interviews (using a questionnaire developed around a series of key focus areas) and discussions with Savings Bank members  

· Conduct of interviews and discussions with all Project staff

· Review of documentation maintained by Savings Banks

(3)   To assess the effectiveness of financial management system and sustainability issues of the Savings Banks

· Review of Project financial reports and consideration of current management information systems

· Visits to Savings Banks to conduct interviews (using a questionnaire developed around a series of key focus areas) and discussions with Savings Bank members  

· Conduct of interviews and discussions with all Project staff

· Review of documentation maintained by Savings Banks with Savings Bank members

· Review of Audit program, frequency of audits and follow up of audit reports

· Review of Action Plan for the Project

· Review of Monthly Action Plans for Project

· Review of Monthly Action Plans for individual staff

· Conduct of interviews and discussions with all Project staff

· Review of Project Action Plans for future sustainability

· Consideration of possible future directions for the Savings Bank project 

(4)  To assess the timeliness, implications and issues surrounding formation of a federation of savings banks

· Review of existing Federation activities

· Review of Federation by-laws and policies

· Visits to Savings Banks to conduct interviews (using a questionnaire developed around a series of key focus areas) including discussions with Savings Bank members on their understanding and perceptions re the establishment of a Federation and the operations of the interlending account

· Conduct of interviews and discussions with all Project staff

· Review of Project Action Plans for the establishment of a Federation

· Consideration of the requirements, benefits and possible disadvantages of establishing a Federation of Savings Banks

· Consideration and analysis of possible alternative structures for the Savings Banks

· Consideration of future directions for the Savings Banks

(5)  To assess general management and implementation of the Project
· Interviews and discussions with Project Co-Ordinator

· Conduct of interviews and discussions with all Project staff

· Review of Action Plan for the Project

· Review of Monthly Action Plans for Project

· Review of Monthly Action Plans for individual staff

· Visits to Savings Banks to conduct interviews (using a questionnaire developed around a series of key focus areas) and discussions with Savings Bank members

· Discussions with CARE Cambodia Country Director

· Review of original Project design documents for assessment against current Project achievements 

· Review of adequacy of Project reporting (including assessment of progress reports, financial reports, monitoring reports, etc.)

· Consideration of adequacy of current management information systems

· Review of financial management systems and reports

· Review of HR policies

· Review of training plans (including implementation schedules and training materials)

· Review of monitoring systems

· Review of audit systems 

(6) To develop case studies and record lessons learned about project design, monitoring and evaluation of the Savings Banks

· Review of original Project design documents and interviews and discussions with Project Co-Ordinator

· Visits to Savings Banks to conduct interviews (using a questionnaire developed around a series of key focus areas) and discussions with Savings Bank members

· Review of promotional and training materials

· Review of monitoring and evaluation reports and procedures  

· Conduct of interviews and discussions with all Project staff

· Collection, review and analysis of all relevant Project documents

3. PROJECT BACKGROUND

Cambodia: Key Demographic and Economic Data
 

Covering an area of 181,000 square kilometres, Cambodia had a population of approximately 11.8 million people in 1999.  Within the South-East Asian region, its immediate neighbours include Vietnam, Thailand, and Laos PDR in the South-East Asian region.  Most Cambodians live in rural areas with only 15.8 percent of the total population classified as urban.  Arable land made up 21percent of the total rural land area of 177,000 square kilometres in 1999.  These areas were quite heavily populated with a density of 263 people per square kilometre of arable land.  This compared with an overall population density of 67 people per square kilometre. 

Two decades of war have taken their toll on Cambodia’s human and economic development.  High levels of government spending on defense have resulted in low public spending on education and health.  In turn, economic development has been badly affected contributing to 36.1 percent of the population living below the poverty line in 1997.  At 40.1 percent, the level of poverty in rural areas is much higher than the 21.1 percent experienced in urban areas.   

In terms of human development, Cambodia rated a Human Development Index (HDI) of 0.512 in 2000 placing it 136th out of 174 countries.  This ranking put it only just above the group of countries categorised as having low human development.  Within the South-East Asian region, only Lao PDR ranks lower in terms of human development indices.  In Cambodia, in 2000, life expectancy at birth was 53.5 years (55.2 years for women; 51.5 years for men).  The adult literacy rate was 65 percent for those aged 15 and above.  Within that statistic, the female adult literacy rate was only 19.9 percent.  The combined primary, secondary and tertiary gross enrolment ratio was 61percent.  While the primary school enrolments for girls appears high at 99.9 percent; the figure drops substantially to 30.9 percent for female secondary school enrolments. 

In 1998, Cambodia’s real Gross Domestic Product (GDP) per capita was US$1,257 in purchasing power parity terms.  The average annual rate of change in GDP between 1975 and 1998 was 2 percent.  In 1999 however, real GDP grew by 5 percent as a result of increased tourism, continued growth in garment industry exports and a “good wet-season crop harvest.” (ADB 2000) The average annual inflation dropped to 4.0 percent in 2000 from a rate of 14.8 percent in 1998.

Phase I: The Pilot Project

With funding from the Australian Agency for International Development (AusAID) and CARE Australia, the ‘Savings Mobilisation Project’ initially commenced as a CARE Small Economic Activity Development (SEAD) Pilot Project in Battambang Province on 1 January 1998.  The Pilot’s specific purpose was to promote economic security in low-income households by encouraging the mobilisation of savings in those households.  At the time of the Project’s implementation, although a number of microfinance programs were operating in Cambodia, none was promoting or encouraging voluntary savings mobilisation.  The provision of microcredit, using funds largely generated from external donors, was the primary purpose of these programs.  The Pilot Project therefore represented a particularly innovative and largely untested approach to microfinance in Cambodia at that time.  

The original Project Goal was:

To demonstrate within Cambodia’s microfinance community and low-income families that voluntary savings mobilisation can also be successfully implemented in Cambodia by attracting 5,000 saver volunteers by June 1999.

Initially, the Project worked to implement its strategy via two channels in five districts of the Battambang Province.  CARE Cambodia Project staff identified, and established relationships and worked with, four existing local NGOs
 who were already involved in microfinance activities. At the same time, CARE Cambodia Project staff promoted the Project within various villages and established Community-Based Organisations (CBOs), i.e. Village Savings Banks. 

The Pilot Project officially ended in August 1999.  Over the twenty months of the project life, 104 Savings Banks were established with 5,868 active savers (4,184 of whom were female) in Battambang province.  As of 31 August 1999, cumulative savings mobilised as a result of the Project amounted to US$31,116
 and share capital
 raised amounted to US$2,325.

The Pilot Project proved to be remarkably successful on many levels but most particularly for demonstrating that poor people could save if given the opportunity and that they were keen to develop capacity within their own communities to strengthen their economic security. The following extract is taken from an Interim Progress Report covering the period from 1 January 1999 to 30 June 1999:

“The Project has destroyed the myth that poor Cambodian people cannot save.  The Project is recognised as being on the cutting edge of microfinance and shows that if implemented appropriately, it is possible to change poor people’s attitudes to savings.  This is particularly significant in a country that culturally places little importance on planning for the future in such detail.”

Phase II

Phase II of the Savings Mobilisation Project officially commenced in September 1999.   At that time, CARE Cambodia decided not to continue working with the local partner NGOs.  All of these NGOs had mixed objectives in that their programs involved projects beyond income generation, i.e. health, community development, education, etc.  CARE Cambodia Project management and staff made the decision to move ahead working only with CBO’s, ensuring a clear focus on the goal of savings mobilisation and creation of a lending fund for income generation.

As of March 2001, 75 Savings Banks have been established servicing just over 6,000 active savers.  Village members who have been elected to the Executive Committee and Group Leaders handle the banking operations including basic record keeping for these Banks.  CARE Cambodia Project staff are there to provide training and operational assistance as needed, particularly to newer Banks, but a remarkable aspect of this Project has been the highly successful transfer of skills.

In recent times, CARE Cambodia Project management and staff have been investigating the establishment of an alternative structure with a view to ensuring the future of the Savings Banks.  Based on the credit union model, it is proposed that a Federation of Savings Banks be established.  The Federation would become the umbrella organisation for the Banks, providing technical and operational assistance, and thereby effectively taking over the role currently played by CARE Cambodia.  The Federation’s operations would be funded from fees and charges generated from its membership base, i.e. the Savings Banks.  

As part of a consultative process advocating the need for self-sufficiency, Executive Committee members attended a Workshop to discuss the establishment of a Federation for the Savings Banks last year.  All are very keen to ensure that the Savings Banks will continue to operate in the event of a possible withdrawal of external donor funding.  As a result of these consultations, Project management and staff have drawn up a set of criteria and procedures to enable the establishment of the Federation.  In addition, a separate Federation bank account has been established which effectively operates as an interlending account by mediating excess funds between the existing Savings Banks.  This initiative has been very well received.

The joint funding for the current Project is due to end in June 2002.  CARE Cambodia Project management and staff are now carefully considering how to structure the Project’s next phase so as to ensure the ongoing sustainability and success of the Savings Banks.  The primary aim is to create a structure that will eventually allow the Savings Banks to become self-sustaining thereby eliminating dependence on external donor funding.

4.
INSTITUTIONAL FACTORS: PROJECT LEVEL

The Savings Mobilisation Project operates under the auspices of CARE Cambodia and is jointly funded by CARE Australia and AusAID.  

In its current format, the project has no formal or independent institutional or legal structure.  Informally, however, the member-based Savings Banks are very similar to credit unions or savings cooperatives in their structure and operations.  In Cambodia, there is currently no provision for the regulation and supervision of credit unions or savings cooperatives.  At present, the operations of the Savings Banks are not subject to any Government policy.    

The technical assistance part of the project provided via CARE Cambodia Project staff operates as a non-profit NGO activity.  Management of the budget, strategic and operational planning, and day-to-day operations are controlled by the Program Co-Ordinator who reports regularly to CARE Cambodia’s Country, and Assistant Country, Director.

The Savings Banks, once established, are operated by the Executive Committee and Savings Bank members with varying degrees of assistance from CARE Cambodia Project staff.


4.1
LEADERSHIP

The Project Co-Ordinator is Cambodian and is an extremely capable, highly effective manager and microfinance specialist.   Prior to joining the Project, she gained significant experience organising and operating microlending programs in Cambodia.

The Assistant Project Co-Ordinator is also very competent and also came to the Project with prior experience in microlending operations.  

In our discussions with the Project Co-Ordinator and, subsequently, with the Project staff at all levels, it was obvious that all staff members are both fully aware and supportive of the project’s mission, goals and objectives.  All staff participate in annual planning sessions and all are cognisant of the Project targets and how their own performances affect the attainment of the Project’s objectives.   

The Project Co-Ordinator employs a very inclusive management style and all staff are very aware of the major issues facing the Project and its future.  The most pressing issues include the future of the project in the event of a loss of funding, how to structure the Savings Banking project to ensure its ongoing sustainability and the budgetary restrictions faced as a result of the devaluation of the Australian dollar.

The Project Co-Ordinator has been very proactive in identifying strategic issues and in seeking ways to deal with those issues.  She has a sound grasp of the Project’s day-to-day operations while also being very aware of what must be resolved so as to ensure future sustainability.  To this end, she has actively sought the input of Project staff, Savings Bank members and, whenever appropriate, outside professionals.    

4.2
HUMAN RESOURCES

Project Staff and Responsibilities

The Project has a total of 15 staff as follows:
Project Co-Ordinator

Assistant Project Co-Ordinator

3 x Senior Trainers

6 x Trainers

MIS officer

Auditor

Driver 

Administrative Assistant (Volunteer)

Detailed Job Descriptions summarising responsibilities and tasks are available for all positions.  

Training

Depending on their positions, all staff receive initial Project induction training (including both in-house training and field exposure).  New Trainers work alongside experienced trainers for a short period before taking up their own responsibilities.   Trainers receive training in all of the modules which they are subsequently required to deliver to Savings Bank members.   

Staff Development and Staff Appraisals

All Project staff are appraised annually in line with CARE’s Staff Policy and in conjunction with their particular working priorities.  More frequent appraisal may be requested or required depending on individual circumstances.  

Staff Participation in Management and Operational Decision Making

All staff meet to discuss, create and agree upon the Project’s Annual Plan and Targets prior to each year of operation. In addition, staff come together for a formal Staff Meeting at least once every month.   More informal staff meetings often take place on Fridays.

It is apparent that all staff are very aware of the need to make the Savings Banks sustainable in the event of an eventual withdrawal of funding support from CARE and AusAID. 

Targets

All staff are aware of the Project’s overall objectives and targets re numbers of bank members, savings and share capital, percentages of female to male members, etc.  These targets are revised each year in line with the Project’s three-year goals. 

Each individual staff member has very clear targets for each of these indicators. Annual targets for each staff member are discussed in the presence of all staff and agreed at the beginning of each project year (July – June).  

Action Plans

Staff also prepare individual monthly Action Plans.  These Action Plans detail Activities to be conducted by the individual staff member in the coming month.  The expected timing for each Activity and Expected Outputs are also detailed. 

Remuneration

All Project staff are paid in accordance with CARE Cambodia’s standard salary scale.  

When questioned, trainers responded that they were paid “better” than others performing similar work in other microfinance projects in the area.   

It should be noted that there is currently no provision for the payment of performance or incentive bonuses to trainers.  This does not seem to be an issue in terms of motivation but it may be useful to consider this aspect when planning for the future, in terms of budget considerations, achievement of ambitious growth targets, staff workloads, and market practice.    

Trainers

The majority of the Project staff are Trainers (9 out of a total of 15 staff) who work directly with the village-level Savings Banks.  

Five of the Trainers have been with the project since 1998.  Of the nine, four had experience with other microfinance projects before joining the Savings Mobilisation Project, others came from local community development NGOs or provincial departments, and one is an ex-teacher.  Several are fluent in English.  

When recruiting trainers, the Project Co-Ordinator has a policy of looking for people with experience in adult training, experience in micro-lending (or community development, if no microfinance experience), experience in training in micro-lending, experience in informal communication systems, and good interpersonal skills. 

Despite the title, the Project‘s ‘Trainers’ are expected to do much more than just provide training to Savings Bank members.  From discussions and observation, it is apparent that the Trainers undertake the following tasks:

· Promoting the savings mobilisation concept

· Liaising with local authorities, village chiefs, etc.

· Establishing new Savings Banks 

· Providing training – for Executive Committee members, Group Leaders, and Savings Bank members

· Attending Deposit Days for the Savings Banks for which they are responsible (often requiring significant travel time)

· Assisting Executive Committee members with completion of required records and reports (Cashbook, Savings records, Loan Disbursement records, etc.)

· Assisting Executive Committee members with creation of Action Plans for individual Savings Banks (usually targeting increased membership, savings and share ownership)

· Collecting required reports from Savings Banks and preparing consolidated reports (in Excel) for submission to the Project’s MIS officer

· Collecting excess cash from Savings Banks for deposit; or delivering cash to meet loan  requirements 

· Following up Audit findings

· Solving problems as and when they arise

· Assisting the Project Co-Ordinator to prepare Workshop agendas and materials and acting as Facilitators for Workshops

· Assisting the Savings Banks to conduct Annual General Meetings and elections for Executive Committee members  

· Assisting the Executive Committees to close the financial accounts of the Savings Banks at the end of each financial year, 1 April – 31 March.

Staff Workload   

It is apparent that, while it is intended that all Savings Bank members should receive a certain level of basic training, this does not always happen.  The Trainers’ current workloads makes it difficult for them to monitor the provision of training and they are unable to ensure that Executive Committees actually carry out the recommended training for all Savings Bank members. From discussions with Savings Bank members, it seems that mistakes made (particularly in relation to the Group Leader’s ability to correctly complete passbook and group record books) might not be so prevalent with increased training.

Project staff also expressed concern over their ability to deal with planned expansion and replication of the program in new areas.  They are concerned that their workloads are already significant and they are facing a particularly busy period ahead with Executive Committee re-elections due, ambitious targets to meet, implementation of new savings and loan policies, and further consolidation of the Federation structure. 

CARE Cambodia Project staff clearly have a very strong commitment to the Project and to the Savings Banks for which they are responsible.  Staff have very heavy workloads and often work additional hours and on weekends to ensure that their tasks are satisfactorily completed.

Relationships with Savings Bank members

From discussions with Savings Bank members, it is obvious that CARE project staff have built up very strong relationships with Savings Bank members.  Members trust the CARE project staff and appreciate their efforts in helping them to establish the banks.  Members also appreciate the opportunity to receive training and to receive ongoing administrative support.  While members of some of the more established Savings Banks felt that they would be able to handle the administrative requirements if CARE project staff were not available, most believed that they would be unable to grow without their support. 


4.3 ORGANISATIONAL STRUCTURE

The Project’s organisational structure is illustrated in Figure 1.  The overall budget and project direction comes from CARE Cambodia’s Phnom Penh office.    The management and conduct of the day-to-day operations of the Project takes place in Battambang where CARE Cambodia Project staff provide technical assistance in the form of training and operational and management guidance to Savings Banks.   The savings and lending activities occur at the Savings Bank level and are largely carried out by Savings Bank members under the direction of the member-elected Executive Committee of each Bank. 

Figure 1: Organisational Structure                                                                                
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4.4
MIS

The MIS officer has been with the project since September 1999 and it is apparent that he is very competent.  Management and financial reports are of a high quality and are produced in a timely manner.

The MIS officer prepares all financial reports, graphs, and management reports (as requested).  Every month, he has the task of collecting the consolidated Savings Bank reports from Trainers and, from these, prepares individual Income Statements and Balance Sheets for each Savings Bank.  These reports are then consolidated into an overview Income Statement and Balance Sheet for the entire project.  The deadline for the reports to be completed is the middle of the month following the previous month-end.  Other financial reports include Bank Reconciliations, Aging Reports, Cash Reports, Project Acquittal reports etc. 

Currently, all reports are being prepared using Excel.  As a result, the MIS officer is having to deal with very large files and complex formulae.

A specialised accounting package (CUBIS) that was installed in mid-1999 has never worked properly and, in its current state, is all but useless to the Project.  A review of the CUBIS program appears to indicate that the installation has never been correctly completed (e.g. the Chart of Accounts installation does not appear to have been finalised) and staff have not been correctly trained on how to use the program (particularly in relation to how to access necessary reports).  

There are also other specific problems which would indicate that more work needs to be done by the company who supplied the program to ensure that it is working as it was originally promoted to do. (The other specific problems relate to critical issues such as the method of interest calculations on loans, calculation of loan repayment schedules, problems with enabling changes to interest rates, and production of meaningful reports.)

Because of the failure of the computerised accounting system, there appears to be significant unnecessary complexity in the financial reporting systems.

The Project has recently introduced changes in the format of its financial recording system.  These changes are designed to ease report preparation and to bring reporting formats more in line with the internationally recognised credit union model.  There is currently some concern over the changeover to the new system particularly given the non-functioning status of the existing computerised accounting software.    

	Issues and Implications

Problems with the installation of the CUBIS system have resulted in unnecessary complexity in the preparation of the Project’s financial reports.   


4.5
INTERNAL CONTROL SYSTEMS AND AUDIT

The project appointed an internal Auditor to its permanent staff in August 2000.  This individual is currently expected to service all Savings Banks within the Project.  Audit Plans drawn up quarterly indicate that the Auditor (usually accompanied by the Assistant Project Co-Ordinator) attempts to spend anywhere from one day to 10-11 days (depending on the size of the Savings Bank) with approximately eight Savings Banks in any one month.  Given the current number of savings banks
, this means that it can be ten months between audits for any particular savings bank.        

Following the Audit, the Auditor prepares an Audit Report, the findings of which are relayed to the Trainer responsible for the Savings Bank.  The Trainer then discusses the report’s findings with the Executive Committee and works with them to correct any problems.

	Issues and Implications

The Project’s objectives include a provision that all Savings Banks will receive quarterly financial audits and that two new staff/auditors will be contracted by 30 June 2001.  To date, only one Auditor has been appointed and, with the present budgetary restrictions, any further appointments are unlikely.  Given the workload of the existing Auditor, it is likely that the Project’s objectives will not be met.  Optimal audit frequency and follow-up cannot therefore be achieved.  


4.6 FINANCIAL MANAGEMENT 

Despite the problems with the computerised accounting system, financial reporting is timely, and of a high standard.

CARE Cambodia – Savings Mobilisation Project Funding 

The technical and operational assistance enabling the Project to be established is provided by CARE Cambodia staff under a three year joint funding arrangement involving CARE Australia and AusAID.   Figure 2 provides details of the Project’s original In-Country budget.   

Figure 2: Project In-Country Budget:

	
	
	CARE Australia
	AusAID
	Total AUD
	Equivalent US$ as per original budget 1
	Equivalent  US$ as per average real rate of exchange

	Year 1


	1999/00
	37,503
	112,479
	149,982
	94,487
	94,2342

	Year 2


	2000/01
	39,272
	117,793
	157,065
	98,951
	85,5853

	Year 3


	2001/02
	41,320
	123,937
	165,257
	104,111
	-

	Total


	
	117,885
	353,581
	471,466
	297,549
	-


1 At the time at which the Budget was drawn up, the A$/US$ exchange rate used was 0.63

2 For 1999/00, the average real A$/US$  rate of exchange was: 0.6283

3 For 2000/01, the average real A$/US$ rate of exchange to April 200 has been:  0.5449

The Project Co-Ordinator has day-to-day management of the Project’s budget and costs.  Any likely cost variations must be discussed with, and have the prior approval of, the CARE Cambodia Country Director. 

Devaluation of the Australian dollar

The devaluation of the Australian dollar against the US dollar has caused significant hardship to the Project’s administration.  While the project’s costs are in US dollars, the funding income is solely in Australian dollars.  When the Project budget was first developed, the A$/US$ rate of exchange was A$1.00 = US$0.63.  During the life of the Project, that rate has steadily dropped to its current position of approximately A$1.00 = US$0.50.   Effectively, the Project has suffered a 21percent reduction in funding income.  At the same time, there has been no revision of targets to reflect the cuts in expenditure made necessary by the devaluation. Despite the financial hardships, Project staff are committed to reaching the existing targets. 

Because of the devaluation, several planned activities will need to be scaled down or completely eliminated from the program.   Such activities include the bi-annual workshops that have been particularly successful in strengthening the project and which have been identified by Executive Committee members as being particularly valuable.  Promotional campaigns have also been stopped despite their popularity among savings bank members and their proven success in generating new savings bank members and consolidating training concepts among existing members.  Several planned Training initiatives have also been scaled down.

	Issues and Implications

The Project’s funding is sourced in Australian dollars but all costs are incurred in US dollars.  The devaluation of the Australian dollar against the US dollar has therefore resulted in a large effective decrease in funding.  This decrease has resulted in the scaling down or elimination of several of the Project’s planned activities.




5.
INSTITUTIONAL FACTORS: SAVINGS BANKS LEVEL  

Since inception of the Project, 75
 Savings Banks have been established in five Districts around and including Battambang. Project staff initially enter villages and make contact with the Village head and the local authority.    Not surprisingly, a common thread underlying the success of the Savings Mobilisation Project, has been obtaining the initial and ongoing support of village heads and the local authorities in each village.  In some cases, the Chairman of the Savings Bank is also the village head.  Staff discuss the operations of the savings mobilisation program and the potential benefits it might bring to the village. Project staff also go door-to-door around the village distributing informational leaflets, discussing the benefits of savings mobilisation and encouraging village members to attend an initial meeting.  If there is enough interest, project staff, in conjunction with the village head, organise village forums to further explain the savings mobilisation program to village members.   If the villagers agree to join the Project and establish a Savings Bank, villagers elect an Executive Committee (Chairman/woman, Vice Chairman/woman and Treasurer), organise themselves into groups, and elect Group Leaders.   

Interviews conducted with Savings Banks’ members in the course of this review

During the course of this Evaluation, seven Savings Banks were visited and detailed interviews were conducted with Executive Committee Members, village chiefs, Group Leaders and members.  (See Annex B for a Schedule of the Field Visit itinerary.  Annex C provides an analysis of the characteristics of the seven Savings Banks visited.)  

The Savings Banks to be visited were chosen at random but, within the limitations of time and travel considerations, the Evaluation Team did try to ensure a broad coverage of various representative criteria.  Accordingly, the ‘sample’ of Banks interviewed included one of the largest savings banks, one with a very large savings balance but no share ownership, one with an all-female Executive Committee, a smaller Bank which is likely to be merged with several others, and one whose members had been badly affected by floods.  Most of the Savings Banks visited were located in rural areas but two were in more urban settings, and one was in Battambang itself.  Agriculture, horticulture, fishing, market and small trade were the primary income-generating activities of the members of six of the Savings Banks visited.  The seventh was, however, based at a school and the Bank’s membership base comprised the school’s teachers.  

The interviews were based around a series of questions but were wide-ranging in their coverage and provided invaluable anecdotal evidence of the experiences of the Savings Banks at the village level.  The Evaluation Team also visited a Savings Bank on the Deposit Day to observe the operational activities of the Savings Bank on that day.

The opportunity to visit the Savings Banks to talk to their members and to review their operations was invaluable.  Discussion was often lively and respondents were very open about their experiences.  A recurrent and underlying theme in all of the discussions was the value that the members placed on the services of the Savings Banks.   Members are very proud of the achievements of “their” Savings Banks.  The level of community ownership is extremely high. Members are very aware that it is mobilisation of their money that makes the savings and lending operations possible.  Members liked the transparency of operations and liked dealing with village members whom they knew and trusted. Members also enjoyed being part of the consultative process of running the Banks in terms of influencing savings and credit policies, setting interest rates, working towards sustainability and making decisions on issues such as Federation.  In addition, members liked the process of dealing with Deposit Day lending decisions.  Several voiced the view that members felt more secure dealing with people that they knew and who knew them well.  It was felt that if a member were in genuine difficulties, he or she would receive more support and understanding from the village-based Savings Bank than they might if they were dealing with an outside institution.  Members talked about the value of having their money and any profits made on transactions  “staying in the village’ rather than leaving as it would if they were dealing with externally funded microfinance providers.    Members also valued the opportunity to receive training in skills that they might otherwise not have had.  

Other comments and observations gleaned from the interviews regarding certain facets of the Savings Banks’ establishment and operations appear throughout the relevant sections of this Report.  

See Annex D for a copy of the Savings Bank Questionnaire and a detailed summary of the responses from interviewees.

Training

CARE Cambodia Project staff then provide training to Savings Bank members.  The Training Sessions are divided into three main areas as detailed in Figure 3.  Project staff deliver the Basic Awareness training courses to founding Savings Bank members.  Subsequently, however, the aim is that Executive Committee members will deliver these courses to new members.  In Cambodia, low education standards and lack of opportunity has resulted in generally very low literacy levels.   While the level of training delivered significantly adds to the cost of the Project, there is evidence to suggest that it also contributes to its sustainability.  In almost all cases, Executive Committee members are now able to carry out the required bookkeeping and operational tasks in relation to running the Savings Bank without assistance from CARE Cambodia Project staff.   In several instances, Savings Bank members also welcomed the training for providing them with an opportunity to increase their skills.

Figure 3: Training Courses delivered to Savings Bank members

	A. Basic Awareness

A.1
Basic Needs

A.2
Self help + Mutual help

A.3
What is a Savings Bank?


	B. Bookkeeping

B.1
Individual + Group Book

B.2
Receipt + Voucher

B.3
Cash Book

B.4
Loan Documents

B.5
Saver Statistic Report

B.6
Savings + Interest + Cash Receipt Report

B.7
Loan Outstanding + Ageing Report
	C. Leadership

C.1
CC + SC TOR

C.2
Planning

C.3
Chairing the Meeting

C.4
SB Principle

C.5
Communication and Leadership



	Delivered to:

All members
	Delivered to:

Executive Committee members
	Delivered to:

Executive Committee members


Raising community awareness re the benefits of savings mobilisation

One of the most successful activities carried out by Project staff has been a ‘Community Motivation Activity’ to promote the idea of savings mobilisation and the Savings Banks themselves.   A number of members cited this as having been particularly effective in motivating existing members and attracting new members to the Savings Banks.  The promotion involved Project staff and Bank members running competitions on Savings Bank policy and distributing calendars, caps, pins and t-shirts as prizes and gifts.  Although, this promotion was effective and very well-received, it is one of the activities that has had to be cut as a result of the devaluation of the Project budget. 

Record-keeping materials

CARE Cambodia Project staff provide the Savings Banks with bookkeeping materials (record books for tracking cash, savings, loans, shares, fees, interest income), Group books (for Group Leaders to record the transactions of Group members) and passbooks for individuals to record their deposits and lending activities.  The costs involved in providing these materials are currently ‘subsidised’ by CARE Cambodia in that the Savings Banks are not required to expend cash to acquire them.  However, Project Management has now instigated a policy whereby these ‘costs’ are reflected as expenditure in the Income Statements of each Bank. 

Workshops

Approximately every six months, CARE Cambodia Project staff conduct workshops for Savings Bank leaders.  Savings Bank Executive Committee members, group leaders and local authority agency staff have all been invited to travel to Battambang to attend the one-day workshops.  They have proved to be hugely successful.   Many participants have never been involved in such an event before.  Their attendance and participation has added greatly to the community’s sense of ownership of the Savings Mobilisation Project.   Workshop topics have included: Savings Bank Sustainability, Leadership Development, and Planning.  

5.1
STRUCTURE AND OPERATIONS

Each Savings Bank comprises an Executive Committee of three members: Chairman/woman, Vice Chairman/woman and Treasurer.  These officials are members of both the village and the Bank and are elected by their fellow Savings Bank members.  Generally, they are people who have lived for a long time in the village, are trusted and respected by village members, have good inter-personal skills, and are literate and able to calculate figures.  Elections for Executive Committee positions take place every two years.  Currently, women hold approximately 35 percent of the Executive Committee positions.

Savings Bank members are then asked to form into groups of 5-8 members and to elect a Group Leader.  Members must be from different households, from the same village, have good character, and be willing to save and work together in the group.  All group members agree to collectively repay the debt of any group member who defaults.   

See Figure 4 for an illustration of the Savings Bank structure.

As of March 2001, the largest Savings Bank comprises 227 members
.  Currently, the smallest has around 27 members.
  (NB.  For reasons including practicality, sustainability and cost control, a decision has been made to consolidate a number of these smaller banks into fewer, larger banks.)

Since inception of the Project, no external cash funding has been contributed to the Savings Banks.  External assistance has only ever been provided in the form of technical and operational assistance from CARE Cambodia Savings Mobilisation Project staff. The lending fund for each Savings Bank is therefore made up entirely of member’s contributions in the form of members’ savings, membership fees, share purchases, and interest earned on loan repayments. 

Mobilisation of villagers’ savings has always been the focus of the Project.    Active members contribute an amount of compulsory savings every month and are encouraged to contribute additional voluntary savings contributions.   Members make deposits once every month on “Deposit Day.”  On this day, the Executive Committee, Group Leaders, and Savings Bank members who are seeking loans gather at the Savings Bank’s ‘office.’  This is often the home of one of the Executive Committee members.  

Figure 4: Savings Bank Structure










On Deposit Day, the Group Leaders collect savings deposits from group members and deposit them with the Executive Committee.  Once deposits are collected, the Committee and Group Leaders then decide on how loan applications will be dealt with.  The amount of loans allocated is very dependent on the savings collected.  It is not unusual for members seeking loans to not be able to receive the entire amount of the loan which they have applied for because the Savings Bank does not have the cash to supply it.  In this situation, after much consultation and negotiation, loan applications are often uniformly reduced allowing each applicant to at least access some amount of cash loan.  Project Staff are aware that this is a problem and monitor dropout rates carefully.  Currently, member dropouts are averaging approximately 14 percent across the Project.

The collection and disbursement process is very transparent.  Cash collections and loan allocations take place, and are recorded, in front of whoever has gathered on the day.   

Because there is usually very little cash, if any, left at the end of any particular Deposit Day, security does not tend to be a problem.  However, while security is not really an issue with the smaller Savings Banks, it is a growing problem for the larger Banks.  Those with two hundred or so members are finding that it is no longer possible for all deposits to be collected and disbursed in the form of loans in one day.   This has resulted in situations where cash has had to be kept at the homes of Executive Committee members overnight.  Given the increased security risk, Project staff and Executive Committee members may now need to consider increasing security in the larger Savings Banks by, for example, purchasing safes.

A further issue for the larger Savings Banks is that of the workload of Executive Committee members.  In at least one of the largest Savings Banks visited in the course of this Evaluation, Executive Committee members report spending up to two weeks dealing with the banking and record-keeping business of the Savings Bank.  There are financial incentives for Executive Committee members and Group Leaders, involving possible payments of 12 percent and 3 percent, respectively, of gross profit.   However, these must be balanced against the other commitments of what are, essentially, volunteers.

	Issues and Implications

·   The workload of Executive Committee members, particularly in larger Savings Banks, is becoming increasingly onerous.  While there is the potential for Executive Committee members to earn financial incentives, the situation needs to be monitored carefully as the sustainability of the current Project depends very much on the commitment and efforts of these volunteers.

· In many Savings Banks, there is often not enough cash deposited in savings to fund all loan applications received on Deposit Day.  Executive Committees usually attempt to negotiate with applicants based on the requested loan size and apparent need.  Often, as a result of consultations, the Committee will reduce pro-rata all loan applications thereby attempting to at least partially satisfy all applicants. The inability to fund all loan applications is regarded as an issue by Executive Committee and Savings Bank members.

·  Security is an increasing problem for the larger Savings Banks where it is no longer possible for all cash transactions to take place in the course of one day.  Project management should consider all possibilities for increasing security in cases where it is now necessary to store amounts of cash.  




5.2
PRODUCTS AND SERVICES

The Savings Mobilisation Project has, very recently, consulted with Savings Bank members to update and expand its Savings and Credit Policy. The changed Policy is partly in response to member needs, partly to match market competition and partly to assist the Savings Banks to reach self-sufficiency and sustainability.  The new policy took effect from 1 April 2001.  The new policy includes additional loan products, a new fee structure, and changed interest rates.  Generally, the new policies have been well-received.  Members felt that the decrease in the interest rate on loans made it easier for the poor to borrow, but those with large savings balances were not particularly pleased with the decrease in the interest rate paid on deposits.  Members particularly liked the new emergency loan product.

Savings

Compulsory:

On the day of joining the Savings Bank, members must contribute an amount of KR1,000 (currently, approximately US$0.25).   Subsequently, they are required to deposit KR1,000 every month on ‘Deposit Day.’  Compulsory savings can be withdrawn only when the member resigns from the Savings Bank and only if all outstanding loan repayments have been made.

Voluntary:

Members are also encouraged to make voluntary savings contributions every month.  The amount of voluntary savings can be withdrawn at any time.  However, in cases where a large amount is to be withdrawn, members are requested to give prior notice to the Savings Bank leaders.

During the course of interviewing Savings Bank members as part of this evaluation, it was interesting to note the particularly high level of savings of one of the Savings Banks visited.  When questioned on this, the Executive Committee explained that the particular Bank was located close to a market and members (who were often market traders) were encouraged to make deposits to their Group Leaders more frequently.  Members deposited small amounts of excess cash with their Group Leader throughout the month, resulting in a larger lump-sum deposit on the monthly Deposit Day.  This has interesting implications in terms of optimising savings mobilisation by providing more frequent deposit collection services in those villages where small amounts of cash are collected frequently, i.e. close to daily markets, etc. 

Interest rates on savings:

From April 2001, the interest rate paid on compulsory savings is12 percent per annum.  For voluntary savings, the rate is 8 percent per annum.  This was reduced from a rate of 2 percent per month set at the beginning of the first year of Phase II of the Project.  (The initial rate for savings, set during the Pilot Phase, was 3 percent per month). This reduction was discussed with, and agreed by, a majority of Savings Bank members and was largely driven by the need to reduce costs within the Savings Banks in an effort to make them more operationally and financially sustainable.

Loans

Loan purpose:

Loans may be used for the following purposes: micro-business (trade, services, small-scale production), agri-business (horticulture, animal raising, rice production) or emergency (family emergency cases).  

Loan size:

The size of the loan for which members can apply is determined by the amount of their savings and their repayment history.

Cycle No. 1: Total Savings x 2

Cycle No. 2: Total Savings x 3

Cycle No. 3: Total Savings x 5

Subsequent Cycles: Total Savings x 6

Loan term:

The minimum loan term is 1 month.  The maximum is 9 months.

Repayment:

Repayments may be made via a monthly payment of capital plus interest or by payment of monthly interest and a final balloon payment of principal.

Interest rate on lending:

From April 2001, the interest rate charged on productivity loans is 3 percent per month, and 2.5 percent per month for the new emergency loans.   The interest rate charged on productivity loans has been reduced from a rate of 4 percent per month.  (The initial rate for productivity loans, set during the Pilot Phase of the Project was 5 percent per month).  The most recent reduction was largely driven by the need to remain competitive. 
Eligibility:

To be eligible for loans, Savings Bank members have to:

· Deposit savings regularly

· Utilise the loans for the right purpose (as stated in the original loan application)

· Have the ability to repay the loan

· Agree to collectively pay for any defaulters within their group

· Respect the savings and credit policy and procedures of the Savings Bank

· Have a good history of savings deposits and loan repayment

· Be willing to attend meetings and training sessions when invited by the Savings Bank Executive Committee.

Collateral:

Generally, security over loans is provided by group guarantee. Fellow group members collectively guarantee to pay the outstanding debts of any member who defaults.  (In practice, however, it was noted that in cases of default, it has most often been the family of the member in default that is called upon to repay.  This would seem to imply an effective double system of guarantee.)

During the course of this evaluation, it was noted that some Savings Banks seek further collateral in the form of requiring members to provide title deeds over land and property.  This most often occurs with larger loans.  (In the case of one Savings Bank, additional collateral was requested for loans above KR250,000, i.e. approximately US$65.)   This practice is not uniform however and seems to depend entirely on the methods of the particular Savings Bank and Executive Committee.  

Shares

Members also have the opportunity to purchase shares in their Savings Bank at a cost of KR5,000 (currently, approximately US$1.32) per share.  Members can purchase up to 200 shares but are entitled to one vote only; regardless of how many shares they own.  Ownership of shares makes them eligible for receipt of an annual dividend, depending on the performance of the Savings Bank.

Currently, shares can be redeemed but only after the Savings Bank’s Annual General Meeting has taken place. 

Share purchase is an important part of increasing the liquidity and sense of ownership of the Savings Banks.  Until recently, there was no concerted effort to actively promote the purchase of shares in the Banks.  Members were encouraged to do so but a number were not willing to invest as they did not want to tie up their money for a long period of time, particularly when they were unsure of what the return might be.  Now that the initial shareholders have received dividends which represent a better return than normal savings interest, there is much renewed interest in share ownership.  Executive Committee members are also being more active in promoting share ownership as a way of increasing the sense of ownership of the Banks and to increase their sustainability. 

Fees

Until recently, all members paid an annual membership fee of KR1,000 (approx. US$0.25).

As part of the new Savings and Credit policy introduced in March 2001, the annual membership fee for existing members will no longer apply.  New members will pay KR1,000 on joining the Savings Bank but  there will be no subsequent annual payment.
New Passbook Policy

New Passbooks for members have just been introduced and members will now pay KR1,000 to purchase their passbooks.  Two different passbooks have been introduced; one is red, the other is blue.  Ownership of the red passbook indicates that the holder is a ‘Full’ member of the Bank, i.e. someone who participates in savings and lending activities and is also a shareholder in the Savings Bank. The blue passbook is for ‘Affiliate’ members, i.e. someone who participate in savings only.
5.3
CLIENTS AND OUTREACH

As of March 2001, the Project had resulted in the establishment of 75 Savings Banks in 5 Districts in Battambang Province.  This represented 6,039 active savers; 4,004 or 66.3 percent of whom were women.  See Figure 5 for a breakdown of Outreach statistics.

Figure 5: Outreach as at March 2001

	No. of Savings Banks established
	Villages
	Districts
	No. of groups


	No. of Active Savers
	Loans to members
	

	
	
	
	
	F
	M
	Total
	Total No. of active

Borrowers
	Total No. of active Loans
	

	75
	72
	5
	830
	4,004
	2,035
	6,039
	2,326
	3,242
	


Clients are involved in a range of activities including farming, fishing, small business, market trading, day labouring, and teaching. 

5.4
COMPETITION

Competition in the micro-lending market in the Battambang area comes from moneylenders and various NGOs including ACLEDA, Action Nord et Sud (ANS), Catholic Relief Services (CRS), World Vision, Lutheran World Service (LWS).  Some NGOs have adopted the Grameen Bank group model; others have adopted a Village Banking model using external donor funding to establish the initial loan fund.  

The CARE Cambodia Savings Mobilisation Project is unique in its emphasis on mobilisation of members’ savings and the fact that its loan fund has been entirely generated by member savings.  The loan fund includes no external funding whatsoever.   

Project staff are very cognisant of the interest rates paid, and charged, by competitors.  The need to stay competitive is constantly balanced against the Project’s goal to achieve sustainability.  

5.5
RECORD KEEPING AND REPORTING

Each Savings Bank is required to keep a Cash Book, Receipt Book, Loan Outstanding Report, and a Monthly Meeting Minutes summarising decisions and savings and loan transactions.  Other required reports include a Saver Statistic Report which enables Project staff to quickly and easily track actual achievements versus Project targets in terms of numbers of women saving, etc.  The Executive Committee maintains these records and ensures that a Loan Contract is prepared for each loan.  Following each Deposit Day, CARE Project staff collect statistics from each Savings Bank.  These statistics are then collated and used in the preparation of the Project’s monthly management and financial reports.

Group Leaders are responsible for the Group Savings and Loan book in which Group transactions are recorded.  Individual members also hold passbooks recording their transactions.  The Group Leader makes entries in individual members’ passbooks to record savings deposits, etc.

When reviewing internal audit findings in the course of this Evaluation, the most common errors were found to occur in the Group Book and individual Passbook entries.  This would indicate a problem with the record-keeping of Group Leaders.  Trainers and Executive Committee members are aware of this and have worked with Group Leaders to try to reduce the incidence of errors.  In addition, new Passbooks have been introduced and the Treasurers of the Savings Banks will now take responsibility for recording transactions in these.    

5.6
FEDERATION OF SAVING BANKS

Following lengthy discussions about how to ensure the future operations and sustainability of the Savings Banks, the Project’s management has taken steps to establish a structure that involves the formation of a Federation of Savings Banks.  This is based on extensive investigation of alternatives and advice from the Association of Asian Confederation of Credit Unions (ACCU) and replicates similar member-based banking structures all over the World.  

The plan is that the Federation will ultimately become an ‘umbrella’ organisation for the Savings Banks taking the place of the CARE Cambodia Project in terms of providing technical and operational assistance.  The Federation’s operations would be funded by a combination of contributions from each of the Savings Banks under its cover and income earned on transactions on the interlending account.

After consultations with an external consultant, the Savings Bank Project’s management has undertaken extensive work towards the setting up of a Federation structure. In June 1999, Project staff conducted a workshop in Battambang for Executive Committee members to explain the basic concepts of establishing a Federation structure.  All Executive Committee members questioned during the course of this Evaluation believed that this was a good strategy for the future of the Savings Banks. 

A separate Federation Bank account has already been established.  This account currently operates as a central ‘interlending’ account.  Those Savings Banks with excess savings deposit money to the Federation account at an interest rate of 2.5 percent per month.  In turn, Savings Banks who do not have sufficient savings to cover their member’s lending requirements may apply to the Federation to access additional funds.  The interest rate charged on funds loaned from the Federation account is 3 percent per month. 

A central Committee comprising the CARE CAMBODIA Project Co-Ordinator and four Project staff makes decisions approving loan funding from the Federation account.  Loan application procedures for the interlending account tend to be much more bureaucratic than for ‘normal’ loan applications.  Generally, the minimum loan amount is much higher (KR1,000,000), more documentation is required, the Savings Bank must notify the Local Authority of the application, and there is usually a waiting list. 

During the course of interviews conducted with Savings Bank members, it was apparent that all members are aware of the existence of the central interlending account.  Generally, members see the interlending account as a secure place for surplus savings and the concept of mutual support is popular.   One Savings Bank was happy to withdraw its excess funds from a commercial bank account in favour of the central interlending account.  In those villages where members’ income is seasonal, those Savings Banks recognised the value of having a secure place to deposit excess savings at certain times of the year as well as an additional avenue to access additional loan funds at other times. 

To date, 32 Savings Banks have accessed the Federation account.  Ten are currently actively depositing savings.   As of March 2001, total active savings was US$7,335.  Ten Savings Banks are currently actively borrowing from the Federation account and the value of Loans Outstanding is US$11,147.  The value of cumulative loans disbursed from the Federation account is US$15,921.  Based on 22 active loans, the average loan size at March 2001 is US$507.

6.
STRATEGIC OBJECTIVES

Since its inception, the Project Co-Ordinator and staff have had a very clear focus on the Project’s Mission, Goal, Objectives and Outcomes.  A detailed Operational Plan is prepared annually giving a very clear outline of Activities, quantifiable Expected Outcomes and Targets, dates for when Activities will be undertaken and clear lines of responsibility for each Activity and Outcome.  These Activities and Outcomes are discussed and agreed with all Project staff and all staff subsequently commit to personal targets which contribute to the overall Project targets.  A copy of the Annual Operation Plan for July 2000 to June 2001 is attached as Annex E.
6.1
MISSION

The Savings Mobilisation Project’s stated Mission, Goal and Objectives are reproduced as follows:

Mission:

To participate in establishing and strengthening community-based microfinance organisations in terms of building institutional development in order to provide diversified financial services to the members with regard to cost recovery and quality of services in participatory approach.

Project Goal:

To increase the economic security of 7,500 low-income households, particularly female headed households, in Battambang Province by 30 June 2002

6.2
PROJECT OBJECTIVES

Objective One:

Savings banks increase their provision of financial and non-financial services 7,500 members, particularly women, by 1 July 2002.

	
	Outputs for Objective One
	Primary Indicators
	Target for June 2001
	Achievements to March 2001

	1.1
	7,500 members saving regularly by the end of the project.
	· No. of members saving each year

· Percentage of female members
	6,184
	 6,039

66.30%

	1.2
	5,000 savers received loans by the end of the project.
	No. of members borrowing each year
	40%
	38.51%

( 2,326 active borrowers)

	1.3
	7,500 members received training in household financial management 
	· No. of women attending training sessions

· No. and type of training sessions each year
	80% of total trainees


	1780 women and 445 men

128 training courses

1. Basic awareness of saving concept, 

2. financial recording

3. Leadership dev ’ t 


Objective Two:

Savings banks are at least 70% operationally viable by 1 July 2002.

	
	Outputs for Objective Two
	Primary Indicators
	Target for June 2001
	Achievements to  March 2001

	2.1
	At least 95% of members deposit savings each month
	No. of members saving each month in each group
	100% of active members
	All active members,  6,039, are depositing regularly

	2.2
	At least one member per group is borrowing each month
	No. of members borrowing each month in each group
	At least  40% of total members borrow loans for income-generating ideas
	 38.51% 

(2,326 active borrowers) 



	2.3
	At least 95% repayment rate will be reached by the end of the first year and maintained by the end of the project
	· Amount of savings deposited and mobilised

· Repayment rate at the end of year

· Repayment rate at end of project
	95%

95%
	US$ 87,445 Loan Outstanding

Currently 99.0%

-


Objective Three:

60% of savings banks will be managerially sustainable by June 2002.

	
	Outputs for Objective One


	Primary Indicators
	Target for June 2001
	Achievements to  March 2001

	3.1
	All Savings Bank board members and group leaders successfully trained in community-based MFI organisational development
	Delivery of training modules on leadership, accounting, bookkeeping, savings and credit management, planning, budgeting, monitoring and evaluation, etc.
	18 sub-committees will be trained
	All committee members are trained.



	3.2
	95% of Savings Banks will have proper and transparent financial records.
	· A set of financial statements is reviewed and modified

· Financial audits will be conducted quarterly for all Savings Banks
	All SBs have financial records
	100% of SBs have transparent financial records

	3.3
	5% of Savings Banks will be managerially sustainable by the end of year one
	
	2 SBs will be able to work independently


	2 saving banks are able to work independently

	3.4
	An additional 25% of Savings Banks will be managerially sustainable by the end of year two
	
	20 SBs will be able to work independently
	5 SBs are able to work independently, and 15 SBs are able to work with little assistance from CARE staff

	3.5
	An additional 25% of Savings Banks will be managerially sustainable by the end of year three
	
	-
	-


6.3
STRATEGIES FOR THE FUTURE

Ensuring the sustainability of the Savings Banks and, in effect, planning an ‘exit strategy’ for existing donors and their funding is the main priority of CARE Cambodia Project management and staff.  To this end, they are currently investigating or implementing the following strategies for the future:

· Piloting new structures which would make it financially feasible for the larger Savings Banks to employ their own staff.
· Merging smaller, less profitable Savings Banks so as to reduce costs and increase efficiency.    (To this end, Project management and staff are currently working on a minimum of 250 members per Bank.)
· Investigating Cambodia’s regulatory and supervisory environment for microfinance institutions.  The Government’s policies for regulation of microfinance institutions are now under review.  There is currently no policy for the regulation and supervision of credit union/cooperative-type structures.  The distinction between member-based voluntary savings and savings from the general public is critical to the regulation and supervision issue.  It is therefore essential that CARE Cambodia Project management and staff, as representatives of possibly the only structure of this type in Cambodia, be involved in informing policy makers before legislation is passed.
· Working towards the establishment of a Federation of Savings Banks. Project management and staff are now working on the Federation’s By-Laws and Policies.  A separate Federation bank account has been established.  This is already helping several of the Savings Banks to meet the lending requirements of members they might otherwise not be able to serve.  It is also providing an avenue for those Savings Banks with excess savings to earn additional interest income. 
· The CARE Cambodia Savings Mobilisation Project should, quite rightly, be regarded as a particularly good example of an innovative and still quite rare form of microfinance institution, i.e. one that is based entirely on the mobilisation of its member’s savings.  It is certainly unique in the context of current microfinance operations in Cambodia.  Increasingly, the Savings Mobilisation Project has hosted interested parties from other NGOs and international agencies who have become aware of its success and wish to study its operations for themselves. 

In other countries, in response to such interest, microfinance projects have developed fee-based Study Tour/Exposure Visit programs as a useful means of generating additional income and covering the costs of such visits.  Although CARE Cambodia Project management and staff have not fully considered this idea, it is possibly something that should be investigated particularly in response to increasing demand.

· The Training Courses, Workshops and Promotional materials developed by CARE Cambodia Project staff are particularly effective and are likely to be of interest to other microfinance NGOs in terms of increasing the capacity of their staff and the quality of their programs.  CARE Cambodia Project management and staff might consider the possibility of generating additional income for the Project by offering fee-based training courses to other NGO staff.  
6.4
SUSTAINABILITY 

All Project staff and Executive Committee members are aware of the need to strive for sustainability in the event that external funding for administrative support may not continue.  Discussions with Savings Bank Executive Committees during the course of the Evaluation revealed a strong level of interest in committing to Action Plans that would increase the sustainability of their Savings Banks.  Many times, Committee members recounted their experiences at the December 2000 Workshop entitled ‘Saving Bank Sustainability Issues’ and showed a high level of ‘ownership’ of the Banks and awareness of the need for sustainability.

Executive Committee members recalled very well, the main themes of the Workshop:

· to increase number of members (e.g. “one bring one” strategy),

· to increase savings by diversifying savings products

· to diversify loan products and ensure 100 percent loan repayment. 

It is certainly possible that some of the Savings Banks could continue to operate in the event of the withdrawal of CARE Project staff support.  Particularly in the more established Savings Banks, Executive Committee members are very competent in terms of handling the banking and record keeping requirements of normal operations.  However, if the Savings Banks are to continue to expand and strengthen their operations and achieve self-sufficiency and sustainability, the need to consolidate the success of the Project to date and to ensure continuing operational and administrative support is clear.

Apart from the day-to-day operations of the Project and the need to meet existing targets to satisfy the Project’s objectives, it is clear that the Project Co-Ordinator and Project Staff are very well aware of the need to consider future strategies in the event of the withdrawal of external funding support for administration of the Project.  

7.
FINANCIAL PERFORMANCE

Savings Banks

An Income Statement and Balance Sheet is prepared for each Savings Bank.  These reports are based on the information collated by the Executive Committee of each Savings Bank.  The individual Income Statement and Balance Sheets are collated monthly into a consolidate report summarising the results of the Project as a whole.   A copy of the consolidated Project Balance Sheet and Income Statement for the financial year ended 31 March 2001 is attached as Annex F.

Comparative Analysis

It is difficult to provide a true comparative analysis of financial results year-on-year owing to the changes in the Project over time and the differing reporting periods for which financial results are available.  Nevertheless, in Figures 6 and 7, we have provided summarised details of the three most recent financial reports provided to us.  (N.B.  For rough comparison purposes, all figures in all reporting periods have been converted at the uniform rate of US1.00 = KR3,800).  During the period, September 1998 to June 2000, i.e. for the 22 months from the start of the Project, the financial results include figures relating to the partner organisations with whom CARE Cambodia worked until June 1999.   

Income Statement

In the year to 31 March 2001, the Savings Bank Project generated US$38,681 in operating income from interest on loans and from commercial bank deposits.  (See Figure 6 for a summary of Consolidated Income Statements covering the life of the Project.)  Expenses in the form of financial costs (interest paid on savings, etc.) against this income were US$16,145, resulting in gross income of US$22,531 representing 58.3 percent of operating income.

At present, the costs related to the technical assistance provided by CARE Cambodia Project staff are not allocated against the Savings Bank Project’s income.  Instead, only ‘direct’ costs in the form of incentives paid to Executive Committee members and Group Leaders are allocated against income.  These costs amounted to US$4,746 representing 12.2 percent of operating income.  

In the 2001 financial year, the Project Co-Ordinator has also recorded stationery costs (for provision of Savings Bank records, etc.) as a charge to the Savings Bank Project but in reality these costs are still being ‘subsidised,’ i.e. being paid for in cash out of CARE Cambodia funds.  For the year ended March 2001, these costs amounted to US$5,151 representing 13.3 percent of operating income.

Incorporating all costs as detailed above, total operating expenses for the 2001 financial year amount to US$9,897 representing 25.6 percent of operating income.  Resulting Net Income is US$12,634, equivalent to 32.66 percent of operating income.

Given that CARE Cambodia Project staff costs and administrative expenses are not allocated to individual Savings Banks, it is not possible to accurately determine the true operational and financial self-sufficiency of the Savings Bank Project.  It would be useful for this allocation to be undertaken in future so as to provide management with a truer picture of the Savings Banks’ current level of self-sufficiency and allowing quantitative goals to be set for operational and financial sustainability.  

Figure 6: Consolidated Income Statements covering the life of the Project  
NB.  All figures have been converted at a uniform exchange rate of US$1.00 = KR3,800

	
	From Sept 1998 to June 20001
	July 2000 to December 20002
	April 2000 to March 20013

	Financial Income

Interest on Current and Past Due Loans

Interest on Federation A/c Deposits

Membership Fees

Other

Financial Costs

Interest on Member savings

Interest on Federation Inter-Lending A/c

Loan Loss Provision

Gross Financial Margin

Operating Expenses

Executive Committee Fees

Group Leader Fees

Depreciation

Net Income/(Deficit) before charge for Administrative Expenses 

Administration Expenses (subsidised by CARE Cambodia)

Office Supplies 

Net Income/Deficit after Administrative Expense allocation
	  9,653

         -
  1,255

         1

10,909

  3,642

    111

  3,753

      53

 3,806

 7,103

9,255 

      -

     36

9,291

(2,188)

          -

(2,188)
	25,352

        -

    300

       91

25,743

  5403

     811

  6,214
     254

  6,468

19,275

1,005

      -

      82

 1,087

18,188
          -

18,188
	37,614

   1,067

          -  

          -     

38,681

13,999

  2,146

16,145 

         5

16,150

22,531

3,114

1,632

         -

  4,746
17,785
  5,151

12,634  


1 Covers a period of 22 months from the start-up of the Project and includes results of partner NGOs.  NB.  CARE Cambodia ceased working with these organisations at the end of June 1999.

2 Covers only a six-month period of operations.

3 Twelve month period covering the Project’s financial reporting year

Balance Sheet

At 31 March 2001, the Savings Bank Project had Net Assets of US$96,711.  (See Figure 7 for summarised details of Consolidated Balance Sheets covering the life of the Project.) Current Assets included Net Loans Outstanding of US$87,440.  Current Liabilities included Total Member Savings of US$51,241 (incorporating Compulsory and Voluntary Savings amounting to US$28,296 and US$22,945 respectively).  Net Equity of US$32,346 included US$10,830 in Share Capital.

Within the figure given for Loans Outstanding, US$307 has been shown separately as the total value of loans outstanding with payments past due.  At 31 March, this figure represented five loans in total.  All five loans had payments overdue between 0 and 30 days.  The value of payments in arrears was US$149.    

Figure 7: Consolidated Balance Sheets covering the life of the Project   

NB.  All figures are converted at a uniform exchange rate of US$1.00 = KR3,800

	
	From Sept 1998 to June 20001
	July 2000 to December 20002
	April 2000 to March 20013

	Assets

Cash on hand

Cash deposited in Federation A/c

Members Loans Outstanding

Less: Loan Loss Reserve

Total Current Assets

Liabilities

Member Savings

Interest Payable on Savings

Admin. Expense Payable

Loans from Federation A/c

Total Liabilities

Equity

Share Capital

Grant for Operation

Retained Net Surplus/Deficit – prior year

Retained Net Surplus/Deficit – current year

Total Equity

Total Liabilities and Equity 
	  1,440

 2,272

 3,712

55,940

    (53)

55,887

59,599

 38,883 

  3,686

     396

  2,718

 45,683

  3,286    

  9,256

  3,562

(2,188)

 13,916

59,599
	 2,294

  8,820

11,114    
86,113

   (254)

85,859

 96,973

52,132  

 9,095

     337
  9,729

 71,293

  5,113

  1,005

 3,562

16,000

25,680

96,973
	1,936

 7,335

 9,271  
87,445

      (5)

87,440

96,711

51,241

    460

  1,517

11,147

64,365

 10,830  

  5,210   

  3,671

12,635

32,346

96,711     


1 Covers a period of 22 months from the start-up of the Project and includes results of partner NGOs.  NB.  CARE Cambodia ceased working with these organisations at the end of June 1999.

2 Covers only a six-month period of operations.

3 Twelve month period covering the Project’s financial reporting year

Savings Bank Portfolio

Figure 8 illustrates the total Savings and Shares and Loan Portfolio of the Savings Bank Mobilisation Project, district-by-district. 

As at March 2001, cumulative savings mobilised since the inception of the Project amounted to US$77,898.  The value of total active savings was US$51,241.  The average savings balance per active member was US$8.49.  Members had purchased US$10,830 in shares.  At approximately US$1.32 (KR5,000) per share, this represents the purchase of approximately 8,205 individual shares.  Given that not all Savings Banks were vigorously promoting share ownership until quite recently, this is a very good achievement.  As a result of both renewed promotional efforts and the recent first round of dividend payments, share ownership is likely to increase substantially in the coming year.

As at March 2001, the cumulative value of loans disbursed since the inception of the Project was $US247,321.   The total value of the 3,242 loans currently outstanding was US$87,445.  The average loan size (calculated as the number of loans outstanding against value of loans outstanding) was US$26.97.  The overall repayment rate of 99 percent for the Project is very impressive.  Repayment rates in each District, except for Sangke, are very high.  When questioned on this statistic and any provisions for write-off of unrecoverable loans, the Project Co-Ordinator explained that no loan has ever been written off.  Project staff have simply never given this option to Savings Bank members. 

A review of the Project’s financial records confirmed that no write-off has ever occurred.  However, it was also noted that as soon as a payment becomes overdue, the value of the loan balance outstanding and the value of payments in arrears are reflected in the monthly Ageing Report.  As soon as a loan becomes more than 30 days overdue, provisioning begins.  At 31-63 days overdue, 25% of the amount outstanding is added to the loan loss provision. At 64-105 days, this figure is increased to 50%.  At 106-168 days, the amount provisioned is 75%.  Between 169-252 days, the full outstanding balance of the loan is provided for in the Loan Loss provision in the financial reports.  Should a loan ever reach more than 252 days overdue, it would be written off. 

At 31 March 2001, five loans out of the Project’s total of 3,242 active loans had payments overdue.  All of these fell within the 0-30 days overdue period.  In accordance with the Project’s  provisioning classifications,  no amount had yet been formally taken up in the Loan Loss Provision.  The value of the outstanding balance of the loans with overdue payments was US$307.  Against the value of the total portfolio of loans outstanding, the amount of the lending portfolio currently affected by repayment problems, i.e. the Portfolio-At-Risk (PAR) is 0.35%.  

Figure 8: Savings Mobilisation Project - Portfolio Indicators as at March 2001

Savings and Shares

	District
	Date first Savings Bank established
	Cumulative Savings

Mobilised

(US$)
	Total Active Savings

(US$)
	Average Savings Per Active Member to Date (US$)
	Cumulative Active Shares

(US$)

	Ek Phnom
	September 1998
	9,561
	5,500
	9.87
	1,088

	Sangke
	September 1998
	16,267
	11,166
	7.83
	2,155

	Thmar Kol
	November 1998
	12,889
	9,014
	5.84
	1,170

	Battambang
	January 1999
	12,717
	9,156
	11.98
	1,271

	Banan
	September 1998
	26,464
	16,405
	9.38
	5,146

	Total US$
	
	77,898
	51,241
	
	10,830


Loans 

	District
	Total Value of

Loans Disbursed

(US$)
	Total Value of Loans Outstanding

(US$)
	Average Loan Size per Member to Date

(US$)
	
	Repayment Rate

	Ek Phnom
	27,102
	8,510
	26.76
	
	100.00

	Sangke
	35,786
	18,215
	32.94
	
	96.00

	Thmar Kol
	39,973
	19,633
	15.76
	
	100.00

	Battambang
	49,868
	12,229
	44.63
	
	99.00

	Banan
	94,592
	28,858
	33.91
	
	100.00

	Total US$
	247,321
	87,445
	
	
	99.00


During interviews, Savings Bank members were asked what options they took in the event of a member not repaying their loan on time.  In cases where this has occurred, recovery has been made either from family members or via the group leader.  

In cases of hardship, Savings Bank members may also elect to reschedule the loan repayment.  This has been the case where, for example, floods have led to repayment problems for several Bank members.  Other Savings Bank members, who were well aware of the problem, agreed to allow those affected to extend the repayment period.  Villagers, who know fellow Savings Bank members well, prefer to exercise “discipline with understanding.”

It should be noted that the Executive Committee and Savings Bank members handle all decisions on loan repayment issues and any actions taken to recover problem loans.  CARE Cambodia Project staff do not get involved at this level.   Monthly reporting procedures ensure that Project staff are quickly aware of any late or overdue payments however and an Ageing Report is prepared monthly.  Provisions are then made in the financial reports in accordance with best practice procedures.  

Savings Bank members are very, very aware that if a loan is not repaid, it is their own money, i.e. their own savings contribution, which is not being repaid.  The direct relationship is very clear to all members.

	Issues and Implications

· Financial reporting.   Allocation of CARE project staff costs to individual Savings Banks does not presently take place.  This makes it difficult to assess the true position of the Savings Banks in terms of their current levels of self-sufficiency. 




8.
EVALUATION FINDINGS

The Evaluation Team were very impressed with the Project’s achievements to date and believe it represents an excellent example of sustainable, community-based microfinance.   The Savings Banks’ services appear to be highly valued by their members.  The establishment of the Banks has had a very positive impact in terms of providing members with the previously non-existent opportunity to increase their economic security and self-reliance.  By providing a safe, secure, trusted, and convenient ‘structure’ to deposit small amounts of savings and obtain credit for income generating purposes, members have been able to improve their individual livelihoods.  At the same time, the existence of the Savings Banks has meant the creation of a circulating pool of funds within each village helping to increase economic opportunity for all members of the community.

The Evaluation Team’s findings are detailed below.   There are many successes to report, at both the Savings Bank and the Project level.  There are also a number of issues that should be addressed.  These issues are summarised below but have been highlighted in more detail elsewhere in the body of the Report.  Finally, a number of recommendations have been made.  In several cases, implementation of a particular recommendation will resolve several of the identified issues.

In conclusion, on the basis of the work undertaken in the course of this mid-term Evaluation review, the Evaluation Team would particularly like to emphasise their support for the first of their recommendations.  Working closely with village members, CARE Cambodia Project staff have designed and implemented a very successful, highly valued, community-owned, microfinance initiative.  In order to build on the excellent foundations laid in the first phases of the Project, we therefore recommend that the CARE SEAD Cambodia Savings Bank project in Battambang Province be supported by a further phase of development on completion of the current project in June 2002.    

8.1
SUCCESSES:

At the Savings Bank Level:

· Community Ownership.  Communities feel a strong sense of ownership in the Savings Banks
· Building stronger communities by encouraging trust and self-reliance.
· Improved economic opportunities for village members.
· Increased opportunities for training and development of Savings Banks members.
· Increased economic security in rural and urban communities.
· Very high repayment rate indicates strong sense of responsibility.

· Proved that poor people are able to mobilise significant amounts of savings and want to save.

· Members experience a strong sense of pride in their Savings Banks’ achievements.

· Meeting overall project targets.

· Strong linkages and support from local authorities.  Excellent relationships between Savings Bank members, CARE Cambodia Project staff, village leaders and local authorities.

At the Project Level:

· Excellent management and management systems.
· Highly motivated and committed staff.
· Excellent financial management and reporting systems.
· Excellent relationships between project staff and Savings Bank members – high level of trust and respect.
· Strategic vision of management and staff – strong commitment to planning for the future and ensuring ongoing sustainability.

· Responsive to members needs – diversifying policies and products, good consultative process with Savings Bank members.

8.2
ISSUES

· How to deal with increasing demand for loans from members when member savings and other internal funding sources are not currently meeting lending requirements.
· Heavy Workload of Project staff.  Project staff are currently heavily committed to the Project and work long hours to ensure all targets are met.  Budget restrictions have effectively halted any further recruitment and there is currently no provision for, or prospect of, incentive payments or bonuses to reward hard work and achievement of targets. The long-term effects of such efforts may result in decreased morale and loss of highly skilled staff. 

· Plans for expansion into new areas.  Given their existing workloads, the work still to be done to meet the Project’s targets, and the need to consolidate the operations of the existing Savings Banks, Project management and staff are concerned about their capacity to effectively implement planned expansion into new areas.    
· Heavy Workload of Executive Committee members, particularly in larger Savings Banks

· Security of cash on hand.  In the larger Savings Banks, it is no longer always possible to collect and disburse cash in one day. 

· Management Information Systems. Problems with CUBIS, the Project’s computerised accounting and financial reporting software, have resulted in unnecessary complexity in the preparation of reports and threaten to complicate the introduction of new reporting formats.

· Ensuring the effectiveness of Training.   The heavy workload of Trainers and Executive Committee members makes it difficult to monitor both the delivery and quality of training to Group Leaders and Savings Bank members.  Problems with training quality have resulted in unnecessary errors in Savings Bank reports, most often at the Group Leader level.

· Frequency of internal audit and follow-up.   Currently, only one auditor is available to service 75 Savings Banks.  Budget restrictions have delayed the planned appointment of a second auditor.  Internal audits cannot therefore occur as frequently as they should.

· Financial reporting.  CARE Project staff and operational costs are not currently allocated to individual Savings Banks making it difficult to assess the true levels of operational and financial sufficiency.

· The possibility of generating income for the Project via the organisation and conduct of fee-based Study Tours/Exposure Visits and delivery of Training courses to other NGOs should be investigated.

· Uncertainty over future Government policy re the regulation and supervision of member-based savings mobilisation projects.  Inappropriate and ill-informed legislation has the potential to severely limit the operations of the Savings Banks.

· The devaluation of the Australian dollar has resulted in an effective decrease in funding.  As a result, several activities and initiatives have had to be stopped or scaled down. 
· Uncertainty of future.  The current uncertainty as whether external funding will be continued makes it difficult for Project management and staff to plan for the Project’s future.  This is likely to have a detrimental effect not just on the morale of the Project’s internal staff but also on Savings Bank members who are heavily committed to the Savings Banks and wish to ensure their future operations. 
8.3
RECOMMENDATIONS

The future:

1. That the CARE SEAD Cambodia Savings Bank project in Battambang Province be supported by a further phase of development on completion of the current project in June 2002.

2. That priority be given to identifying potential funding sources to implement Recommendation 1.

3. That capacity building and institutional strengthening of the Federation, to support and provide services for the continued growth of Savings Banks, be a major activity of the next phase of development.

4. It is essential that a detailed review of the existing and planned Cambodian laws for savings and credit operations be undertaken as soon as possible to ensure:

(a) that the Savings Banks are not operating in contravention of existing laws; and

(b) so that decisions can be made and plans put in place to establish the future structure of the ongoing operations of the Savings Banks.    


5. That available resources be concentrated in Battambang, to ensure consolidation of the gains made in the introduction of savings mobilisation in this province, prior to replication elsewhere.

Management Information Systems:

6. That CARE Cambodia request Abacus (Fern International) as a matter of urgency to complete installation of the CUBIS system and ensure CARE staff in Battambang are completely and adequately trained in its use.

Funding:

7. That CARE Cambodia consider measures to assist this project to overcome implementation constraints as a result of devaluation of the Australian dollar.

ANNEX A

MID-TERM EVALUATION:  ITINERARY OF EVALUATION TEAM

	Date
	No. of days
	Activities Undertaken

	16 –17/4/01
	2
	Travelled from home countries to Bangkok and Phnom Penh

	18/4/01
	1
	Flew to Battambang

Met with Project Co-Ordinator for overview of Project

Review and collection of documents

	19/4/01
	1
	Met with Project Co-Ordinator

Reviewed and collected document

Reviewed Savings Bank data and selected Savings Banks to be visited.

Developed study design with specific action plan schedule and method for gathering relevant information to ensure maximum consultation with Savings Bank members.

Developed questionnaire to be administered during meetings with Savings Bank Executive Committees, group leaders and members to ensure key questions are addressed.  

	20 – 21/4/02
	2
	Visited seven Savings Banks/villages in five Districts to meet with Project Staff, Savings Bank Executive Committees, group leaders and members; to administer questionnaires; and to review Savings Bank record keeping procedures.

	22 – 23/4/01
	2
	Collated, reviewed and analysed documents and information gathered.  Prepared draft evaluation report.

	24/4/01
	1
	Met with Project Staff and Project Co-Ordinator to present and discuss initial findings and draft report of results of Savings Bank interviews.   

	25/4/01
	1
	Attended Deposit Day at one Savings Bank to observe deposit taking and loan disbursement procedures.

Visited individual Savings Bank members to view income-generating activities.

Met with Mr Lim Peng Heng, Deputy Team Leader, National Bank of Cambodia to discuss legislative environment for microfinance institutions in Cambodia
Revised and amended report to incorporate comments and suggestions.  Discussed revised report with Project Co-Ordinator.

	26/4/01
	1
	Flew to Phnom Penh 

Met with CARE Country Director and Project Co-Ordinator to present Mid-Term Evaluation report and to discuss findings.

Reviewed regulations for registration of NGOs in Cambodia

	27- 28/4/01
	2
	Travelled from Phnom Penh to Bangkok and back to home countries


ANNEX B

FIELD TRIP SCHEDULE – SAVINGS BANK VISITS

Date:  20/04/01

	Time
	Particulars
	CARE Project Staff: Assist. Project

 Co-Ord. & Responsible Trainer

	From
	To
	
	

	0700

0730

0930

0945

1145

1215

0130

0200

0300

0330

0500
	0730

0930

0945

1145

1215

0130

0200

0300

0330

0500

0510
	Travel to Anlong Tamey

Meeting with SB Exec. Committee members

Travel to Baydamram

Meeting with SB Exec. Committee members

Travel back to Battambang

LUNCH BREAK

Travel to Boas Por

Meeting with SB Exec. Committee members

Travel to Chim Sim school

Meeting with SB Exec. Committee members

Travel back to Battambang town
	Bunrith & Rithy

Bunrith & Sotharith

Bunrith & Chanda


Date:  21/04/01

	Time
	Particulars
	CARE Project Staff: Assist. Project

 Co-Ord. & Responsible Trainer

	From
	To
	
	

	0630

0800

0930

1030

1200

1230

0200

0230

0430
	0800

0930

1030

1200

1230

0200

0230

0430

0500
	Travel to Ang 

Meeting with SB Exec. Committee members

Travel to Hai San

Meeting with SB Exec. Committee members

Travel back to Battambang town

LUNCH BREAK

Travel to Sdey

Meeting with SB Exec. Committee members

Travel back to Battambang town
	Bunrith & Vantha

Bunrith & Thon

Bunrith & Chhay


Executive Committee


Savings Bank members





CARE CAMBODIA


Country Director & Assistant Country Director





Treasurer





Vice Chairman/woman















































Administration





Senior Trainers


Trainers





MIS


Auditor








Project Co-Ordinator





Chairman/woman





EXECUTIVE COMMITTEE





GROUP LEADERS





INDIVIDUALS











Issues and Implications:


Growth of the Savings Banks.  Currently, mobilisation of members’ savings does not usually generate enough cash to fund members’ lending requirements 


How to ensure the Project’s ongoing and future sustainability 


How to ensure access to further funding to allow the technical assistance component of the Project to continue 


Ability to mobilise savings.  In Cambodia, there is currently no legislation regulating member-based saving organisations.  If such legislation is likely to be introduced, it is critical that its drafting be informed by experienced microfinance professionals with a strong understanding of the differences between member-based savings mobilisation and savings mobilised from the general public.  The implications in terms of risk management and ensuring appropriate but not onerous levels of regulation and supervision are significant. 





Assistant Project Co-Ordinator








Issues and Implications





The heavy workload of Trainers makes it difficult for them to ensure:


that all training is given to all members at the Savings Bank level;


that the quality of the training given is consistently high


There is currently no provision for Incentive/Performance bonuses for Trainers


Expansion Plans will have implications for staffing in terms of balancing workloads, increasing numbers and budgeting for higher staff costs


The uncertain future of the Project may begin to have a detrimental effect on staff morale 








� Information in this section is drawn from the following sources:


World Bank. 2000.  World Development Report 2000/2001. Washington, DC: World Bank


World Development Indicators database, April 2001 � HYPERLINK http://www.worldbank.org ��www.worldbank.org�,


United Nations Development Programme (UNDP). 2000. Human Development Report 2000.  New York: Oxford University Press


Asian Development Bank (ADB). 2000.  Asian Development Outlook 2000. Manila: Asian Development Bank


� Khmer Rural Development Association (KRDA), Khmer Farmer Association (KFA), Khmer Liberty and Development (KLD) and Social Development in Rural (SDR)


� During the Pilot phase, there were two forms of savings.  Compulsory savings (KR1,000 per month) and voluntary savings (any amount in excess of the compulsory amount of KR1,000). 


� Share capital represented a form of fixed deposit on which members could earn ‘dividends’ calculated after closing of the financial year.


� Extract from Progress Report covering Period of 1 January 1999 – 30 June 1999.


� 75 as at March 2001


� As of March 2001


� This bank, Kampong Sromor was established in September, 1998.


� At present, there are two Banks of this size.  One, Srah Keo, was established in January 1999.  The other, Puom Thmey, was established in May 2000.





