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SUMMARY 

The general inadequacy or absence of small credit mechanisms in 
Latin America has often been cited as one of the prime factors impeding 
the growth and development of small and medium-scale farms and businesses. 
National.and foreign banks and other established financial institutions 
are either incapable or unprepared to extend the small, high risk credit 
that these groups require. As a result, they are forced to turn to 
financial middlemen and money lenders for their credit needs, always at 
usurious rates of interest. Since the cost of credit is often prohibi
tively expensire, needed business improvements are often not made and new 
farming techniques not adopted. 

Eased upon the successful experiences of credit unions in the 
United States, Canada, and Europe, AID began in 1958 to undertake limited 
support of credit union development on a bilateral basis in Peru. It w~s 
soon reali~ed, however, that the critical shortage of credit institutions 
far transcended national boundaries, and ~~ was decided that the problem 
could best be approached' on a regional level. As a result, in 1966, the 
Latin American Regional Office (LARO) of CUNA International was established 
in Panama to coordinate AID's strategy for credit union development in 
Latin America. 

The primary role of the LARO program is to give competent technical 
support to USAID Mission programs of credit union development, and where 
no such bilateral programs exist, to give direct technical assistance to 
the local credit unions and national credit union federations. LARO 
currently operates in 17 Latin American countries. 

At the present time LARO is staffed by 8 u.s. and third country 
national teclmicians and 9 local Panamanian employees. Under this proposal, 
the staff would be increased to 17 U.S. and third country national tech
nicians and 22 local employees. 

Quantitative Results to Date 
I 

Although the true value of credit unions - their impact on the life 
and attitudes of the members - is difficult if not impossible to measure, 
some of current growth indicator::; of the credit union movement in Latin 
America suggest the success of the LARO project. 

Through 1969, eDNA/AID in Latin America was primarily invJlveu in 
establishing and organizing local credit unions and national credit union 
federations. During this period the number of local credit unions in 
Latin America increased 450%, from 605 in 1962 to 2,729 in September, 196;1. 
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Membership in these credit unions increased 478~, from 160,000 to 
770,000. Credit union assets increased from us$6,ooo,oOO, or $44 per 
member, to US$6l,OOO,OOO, or $79 per member. Loans outstanding to 
members rose from Us$37,OOO,OOO in 1966 to US$64,ooo,oOO in 1969, nearly 
doubling in three years. And as of September, 1969, the uotal accumulated 
loans extended by Latin American credi~, unions had exceeded US$222,OOO,OOO. 
Considering all of the technical assistance costs of AID-sponsored credit 
union development programs, including Mission-level programs: 

1. The ratio of the cost of technical assistance to new 
capital mobilized is 1:15; 

2. The ratio of the cost of technical assistance to total 
current assets is 1:18j 

3. The ratio of the cost of technical assistance to amount 
loaned and collected through September, 1969, is 1:56. 

Institution Building Results to Date 

The process of establishing and or§Bnizing credit unions is one 
of building local democratic institutions. The 2,729 local credit unions 
that have been established are affiliated with national credit union federa
tions (also organized by Ul.RO) in all Latin American countries except 
Iare.guay and Brazil. (A federation will be established in Paraguay in 
1971 or 1972, and Brazil has a small credit union league covering the 
Rio de Janeiro area.). These federations perform two ess,ential functions. 
On one level they provide services and financial assistance to local credit 
unions, thereby strengthening and increasing the effectiveness of these units 
as credit institutions. On a second level they operate as nationally ori
ented interest groups for their affiliated local credit unions and members, 
mobilizing active support among the members and representing them on national 
issues that affect their well-being. The emergence of such institutions, 
representing groups that traditionally have n0t possessed a legitimate 
access to the policial system, can be expected to increase popular partici
pation in the political proceszes of the La tin American countries. 

Current Goals and Targets 

CUNA/AID strategy in Latin America during the five-year life Qf 
'this project is to financially· ana managerially strengthen the nation?] 
federations and local credit unions. In pursuit of this general goal, 

·LARO will be involved in f:JUT major areas ,:,f technical assistance, eUI:h 
with its operational subgoals: 
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1.. Self-Supporting National Federations. .LARO will be working to 
make the national federations more self-supporting, so they can provide 
adequate services to their member credit unions without external subsi
dies. 

a) The techniques for financial self-supporting will be 
the establishment of a Centralization of Funds and Account
ing system in each of the national federations (see pages 22 
to 32). This system should eventually provide each national 
federation with up to 50% of its total income. It is esti
mated that by 1975, Centralization of Funds and Accounting 
systems should be income generating in all CUNA/AID 
countries except Paraguay, the Dominican Republic, 
Nicara~ua, and.Brazil. 

2. Increased Mobilization of Local Savings. As a result of this 
p.rogram, it is projected that; by 19'(5, the accumtLlated savings of the 
credit union movement ,.111 reach $313,000,000, or un average of $104 per 
member, compared to the present $·(9 per member. Although all of the 
LARO activities are indirectly related to this goal, three specific 
activi ties are directly involved with mobilizing local savlngs: 

a) Directed Agricultural Production Credit. DAPe is 
aimed at moblizing and increasing the effectiveness l 
of rural credit. (see pages 32 to 39). By 1975, lARO 
plans to have extended D~~PC programs to a totnl of 
607 rural credit unions. 

b) Urban Consolidation. Many of the existing urban 
credit unions are too small to effectively operate 
as credit institutions. LARO will be worklng with the 
national federations to consolidate them into larger 
units so that they will attract more local savinGS and 
increase their lending activities. 

c) Under the COFAC system members will be encouraged 
to inveRt their savings in time deposits and the purchase 
of investment certificates, which will increase ·the 
aSStts of the local credit unions. 
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3. Management Improvement. 'lWo LARD activities are designed to 
improve the managerial capabilities of local and national credit'union 
leaders: 

a) Training. LARD plans to establish national 
management training programs in each of the national 
federations, which will be capable of providing 
training to nearly 70,000 local credit union leaders 
during the five-year life of the project. This 
training will reach o~'er 50% of local credit union 
leaders. 

b) LARD will conduct periodic evaluations of the 
national credit union movements, determine mana
gerial ond operationsl weaknesses, and work with 
the federations to overcome these wealr.nesses. As 
part of this service lARD plans to establish pro
grams of revolving ¥-lid manager contracts in those 
federatiom; which do not currcntly hnve such programs, 
This will permit better management of the local credit 
unions. 

4. IncreaHed !",.,areness on the part of the membership. lARD plans 
to work throuc;h the federnt.iom; to increase the awarener;s of credit union 
members of the vitol isr:;ues uffectinc; their lives. Credit, money lIl1mnge
ment, savinge, productive uses of credit, family planning, nationnl 
legislative issues, education, ~,opulation Dnd environment ure ull vital 
issueG, yet credit union mcmuer:.: nornv'..illy are people who arc not tied in 
to traditional media syr:;tems relating to these topiCl;. To rench these 
people on these subjects, Lfl.HO propor:es to publish a small magazine, 
OOGed on EverybcJllyls Honey, which will be distributed without chal'~e to 
credit union memucrs. It h; est,ina ted ths t this pUblication will be able 
to reach nearly 70,000 members within one year of its initial publication, 
and by 19'75, could reach as m'lny an 500,000 lfi(:mbel'D. Such a publjcatjon 
could greatly inc:l'ea~:e the:ir aWlJ.renC';~; of social i:;:~ues} their ('ommitmcnL 
to their credit unions, and thcir-derdre and ubility to partlcjrate In 
their nn Honal politicol and :wc lal systems. 

'l'able I on the following y.lge surfUl>'J.]']zefi the: f:lnuncinl InpuU; 
requlred to carry out this program. A more detaIled presentation of 
thefle financial inputs appears in Append ix A. 
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SE'l'1'ING AND ENVmONMENT 

The CUNA/Am regional project for ratin America was established-
8S 8 response to specific credit problems that existed throughout the 
region, and was designed to benefit t~ose sectors of the economy that 
were most affected by these problems -- low income agricultural and 
industrial families, small businessmen, civil servants, and labor groups, 
among others. For all of these groups the basic credit situation ~as 
identical. Because of their low incomes and savings, they were prevented 
from either expanding their existing enterprises or activities or from 
blanching into new ones through their own resources. Banking insti
tutions in the individual countries were not able to provide the sllloil, 
high-risk loans that these sectors needed, so to obtain credit they were 
inevitably forced to turn to money lenders and middlemen for their credit 
needs, always under usurious conditions. Annual interest rates as high as 
30 und ~'O% for even short term loaml were '_.LU are still today, not uncommon. 
This combination of factors prevented them from modernizing production, 
increastng their income and saVings, and becoming effective parUcipa.nts 
in the national economic systems. 

Recognizing this situation, the Congress of the United States, in 
enacting the Humphrey Amendment' to the Foreign Assistance Act, declared 
that it was the policy of the United States to 11 ••• encourage the develop
ment and use of cooperatives, credtt unions, and savings and loan associ
ations ... II • 

\-/hy Credit Unions? 

Although there are lOany ways and Winy techniques by which this 
situation could be attacked, the development of credit unions is a logical 
one, for it is nn approHch that confronts the problem in its entirity. 
Credit unions are by their very nature directed at lower Gocio-economic 
clasGeG, and because of this, they are involved in mn}dng credit avaj.J.able 
to thor.e people 'Iho norma11y cannot qualify for regulnr loans from estab
lished institutions of credit. gven though credit unionG are most aptly 
suited for rrJking smnll, f,hort-term loans (e.g., crop ond other slI1!l11 
agricultural lonns; consumer 108l}s, and school loans), one of the results 
of a :::mccessful credit tmion if] that it helpG build n credit rating for 
its membership, 'Ih:!ch allows them to tur:J. lnter from credit unionG to 
sovine;; ond lann [l~;r;ociations, banks, anel other finan~iol ,institutions 
for lart.~er capitnl 10nnG. Becfluoe of this, credit unions hnve the feature 
of bringing ID:.·uginnJ. POlJUlntions into the national economies 01' the 
developing nations. 
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In addition to increasing production capital and domestic savings 
for these sectors, credit Wlions serve other developmental functions as 
well. Through training programs and practical operations, they build 
a pool of monpower trained in both the technical and or~nizationnl 
skills of credit union management, usually in a population that has tra
ditionally not had access to acquiring these skills. These skills, once 
developed in the credit union field, are easily adapted to other areas 
of civic participation, such as local school administration, small com
panies, cooperatives, and community development. Thus the skills trans
mitted by the credit union experience facilitate and complement projects 
in other areas of social and civic development. 

The growth of the credit lmion movement also involves the creation 
of democratic institutions in which people learn to share power and 
responsibility in matters affecting their own welfare. The local credit 
union that emerges is their own institution: they make the deciSions, 
they decide the strat.egy, and tJJey share in tIle innnediate tangible 
benefits of success. 

This factor of democratic institution building and popular partici
pa tion goes far beyond the local credit union itGelf. lJ.'he f01111[1 tion of 
regional and nn tional leagues and federations presents the possibility of 
the emergence of a pmrerful instj.tution acting as the vocal interest group 
of 11 heretofore non-·pnrticipa ting sector of the national Gocieties J 

influencing governmental decisionG and policy. The emergence of an 
interest grr)up of thiG magnitude would contribute to a democratization 
of the Latin American political structure by adding another relevant power 
contender to the circle of goverruncntul decision-maklng. 

The potential role of the credit union movement in the realization 
of the goals and objectives of 'ntle IX is real and obvious. 'ritle IX 
of the Fo:ceign /\f5Giswnce Act stressed the need to create local and 
national dewc;crutic jnr:;titutjr)l1s, develop popular p.'1rticipn.tion, and 
involve the mDse of people t.hu t can be referred to as "marginal ll in the 
benefits of economic development. Specifically, Title IX inetructed the 
Agency for International Development to: 1I ••• encourage the development of 
indie;enous institutioIls that meet their pnrticulur requirements for 
sustained econoTlljc anft social progress; and support civic ec1ucntion Ilnd 
training in G!~iJls· required for effective pnrtictp3tion in governmental 
and political processes cesentilll to seli'-r"overnment. II Thefje objectives 
ore preciGcly Hhat fl ctrollg crcd 1 t union m'Jvement nddrer.;scs itself to 
devE'lopin~. Irhe erention of local and national credit unions nnd 
federatione by necessity involves tbe formation of' viable democratic 
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ulstitutions of popular partidPation. And, by dnveloping a higher level 
of savings among lower socio-economic segments of the population, credit 
unions extend to these sectors the real benefits of economic development. 

....... 

Establishment and Objectives of LARO: .... _ .... _._- -'--1 

In January, 1965, as the outgrowth of three years of background 
work through global contracts and regional studies, the Agency for 
International Development established a regional project with the Credit 
Union National Association (CUNA) for the development and strengthening 
of the c~edit union movement in Latin America. This regional project 
(Basic Contract No. AID/csd-236) established the following goals and 
objectives: 

.. 1. Examine and appraise the problems of thrift and credit as 
related to the economic conditions of the region and the economic well
being of the people. 

2. Advise as to appropriate legisill"tion under which credit unions 
may operate. 

3. Initiate and/or assist in t.he organizat:i.on of credit unionG and 
assist in their operations and in the solution to technical problems to 
assure their success. 

4. Train credit union managers, offiCials, directors, and committee
men, enabling them to successfully operate credit unions. 

5. Assist nimilar DBsociations already estahlished in broadening 
and improvinr; thejr operations, education, and training proe;rams. 

6. Assif~t 'in the establiBhment of central organizations (federo
ttons) of credit unions in vllrious count.ries when it is possible and 
advisable to do so, and help them plan their proermns to attain self
sufficiency as Goon as possible. 

7. Provide guidance to :integrate the credit union movements of the 
vorioufj Latin American cOlmtd.eG int.o an international organization. 

The regJona·.i.· contract was amended in 1966 to provide for the 
eGt-"ll)l:i:~hmcnt of the La Un tuncdcnn Hcgional Office (LAnO) in Panumn. 
In .1.967, B'Jrjlc Contract AID/csd-236 \-Ill£; replaced by }3nsic Contract 
AID/c:~cl-.l52G, 'lbsk Order IN. 'l~lC objectives stated in this new contract 
were: 

i 

I 
! 



, 

1 
I 
t 
I 
I' ,', 
!~ 
\ 
~ .. 

j 
1 
1 
I , 
I 
! 

j 
'I 

1 

. 

- 9 -

1. TO continue the services provided under the establish~d CUNA/AID 
program to provide technical guidance ,and assistance to local leadership 
efforts in developing credit unions in Latin America. 

• 2. To assist prevailing Mission pr()gl~m6 in 'toe -fieldsof-credi'€--- ------,----,'--
union or~nization, training and publications in order to expand and 
strengthen the c,;;.:dit union system in Latin AmeI'ica. 

3. 'TO assist in the development of the credit union system in 
Latin America to a point where it will be self-sustaining on a dues
plying bas is. 

Re.3ults of CUNA/AID Act"tV,ities: 

LARO activities during the past five years have been centered around 
the organizational aspects of building a base for the credit union move
ment. Specifically) it has been working on establishing new local credit 
unions) increasing their memberr.hip) increasing their c.:apital aasets) 
oreflnizing and structuring the credit union federations in each country) 
and establishing the legal foundations for credit union operations 
throughout Latin America. Looking at each of these areac individually) 
ve can Gee some of the pos i tive accomplishments of the CilllA/AID stru tegy 
for credit union development: 

1. Establishment of local credit unions. From only 605 local credit 
unions in the entire I.a Un American region in 1962) throuGh the coorc1 ina ted 
efforts of regional und country eUNA/AID contracts) there are, as of 
September) 1969, 2729 local credit unions ill Latin J\.meric~) an incrense 
of 450%. 

2. Hembership. MembershJp in these local credit unions haoS in
creased from 160)620 in 1962) to 768)810 in September, 1969) an increace 
of 478%. 

3. Mobilization 01' locol savings. In 19~2 the mobilized c1omer;tic 
sa.vings'of the existing credit unions were US*6,200,000, or $44 per member. 
By September) 1969, TIlo1)ilized domer.tic r,avin[',[: stood at us:I;60)942)8,{8, or 
$',9 per member. Till" :incronse jlJ sl:1v:lnr;c per ml~mller ~lf]8 achieved in spit.e 
01' the fact thnt mo"r::t of the new credit unions were fODlled in ri.J.ra.1. arens, 
",hich have traditionally had lower sllvjngs thnn urban areas. 

4. Increased 1endinr, co.pr.lcity. One of the jml1cnt.ors of ./hethcr 
or not credit ullioTW I:1re ei'fect:l.vC' js their ability to IlJ,'11~e loam). 
In 1966, loans outstanding totaled UtJ~3·()302,272. By 1969 thlG hl:1d risen 
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tu u8$64,380,739. During the past seven years, the accUmulated total of 
loans UBde by the credit unions totaled U8$222,766,160. 

5. Establishment of national federations. In 1962, there were only 
five national credit union federations in Latin America. By th~ end of • 
1968, there were national federrJ.tio~s in all thirteen of····ib.e ··coUntr·ie"s·" ." --. ---.... ~-.-
that CUNA/AID 'fflS involved in. 

6. Model by-laws. LARa worked to develop model federation and local 
credi t ur.ion by-laws to aid in the establishment of these institutions 
throughout Latin America on a legplly and structurally sound basis. 

7. Centralization of Funds and Accounting. It soon be·came obvious 
that the financial baDe of the credit union movement in Latin America would 
probably not become large enough to mnintain effective national federa
tions on a dues-paying basis alone. To provide the federations· "Ii th an 
increased fi:our~e of income, LARO developed a progrnm of centralizing the 
funds and nccounting of local credit unions affiliated "'ith the federations, 
and conducted a pilot project of this systo.;lll in Panama. This project ';las 
successful, and now TARO has begun to introduce the r;ystem in the other 
Latin Amertcan federations. For a more detaHed description of the 
Centralized Funds and Accounting program, see pages 22 to 3;~ . ). 

8. Directed Agricultural Production Credit. This progI'D.m .. which 
1s der;ignccl to increase Ule pro(;uctivity of' rural loam" WUB developed in 
the Ecuador l-'liGsion on a CUNA/A1D contract. 'l''ne experience in Ecuador 
showed that Directed Aericultuml Production Credit programs not only in
creuued rurol production, but conRiutcntly r.Jold ]jzed far grou ter loc~l 
Gnvings th!i.1l did crulit unions vtth no DAPC proGrams. BcCll\l~;e of' the 
succeSf; of the p:coGrnm tn E,'uador, Directed Agricultural Production Credit 
';1Ur, ineorpoJ"'dted into the regicllal project, to e):tend these services to 
other areus of Lg,t.i.n America. (For a mo:t'e detajled description of DAPC, 
see p3Ges 3~! to 39), 

The eUNt./AID regional pro<iect, 1.J\R0, ls prlrrnrHy /1 service project, 
and one of its TIln in objcctives ha(; been to provide competent technical 
assbt.ance !:J.nd infonnution to both eDNA country project personnel (thus 
bl.1cl,:=:topphl[,; l,ilf~Gion IJctjvHics) flnd to the pCrf10nnel of thE: nn.tionnl 
i'c(lcra Lion:; thut :1~Jve emt:J'geci to help thcm make tJ10:ir 0\'11 programs more 
Guccer."flll. During 1968, of 0 wtul of 2602 mnndayn of worl~ by the 
regl01v1l oi'Li.ec, 845 were r.!lcnt in the field. In 1969, of fl total of 
255) mandn.y:; of work, 9'(0 were ~:pent in supporf 01' field act.ivi t.ics . 
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Reglonai Conferences 
Costa Rica 
El Sailvador 
Guatemala 
Honduras 
Nicaragua 
Panama ' 
• • DOli",i. 
Drazil 
Chile ' 
Colombia 
EcUador 
Guyana . 
Pal"8guay 
Peru 
Uruguay 
Venezuela 
Dominicnn Republic 
Others 

Present Problema and Obstacles: 

N~~r of MlndQis 
il968 , 1969 

121 
64 
58 " 
30 
29 
64 
35 
52 
53 
o 

73 
40 
o 

15 
90 
10 
22 
41 
49 

.' 
'--'-~ 

As of Dccember~ 1969, there are still substantial problems Bnd 
obstacles thot mUfit be overcome if the credit union movements 1n Latin 
America are to become strong (Cnd effective. 1'hesc problema can be broken 
down :lnto four major llrena: penetration, cOlluol!ldat!on, training, Elnd 

, self-suffic:lency. 

1. Penetration. Even wi tIl the rapid growth in the number and 
membership of credit unions in the countries where CUNA/AID projects 
have beeD operating, current estimates 6ho~ that less thun l~ of the popu

'lation of theoe countries belong to credit unions, lARO cstilllDtes toot 
the maxi mum potentifl.l penetration for credit union membership is around 
l.5~ of th(~ totol population. Thus , while ulembership gains hove been 
substontial during the par.t five yearn, the movement Clln still be eXp;1nded 
slgnificnht1y to bring the benefits of credit union membership to " greater 
portion of the population. lARO projectiono now show that, connii!eril!g 
expected population growth rateo in Latin Alne ricn, with this eXIXloded pro
grnm, the hctuul penetration could reach 3,000,000 persons by 1975, nnd 8% 
of the t.otal, populn 'tion by 1990 , (See Project pro~sal: Expanded Credit 
Union Development in Latin America, LARO, Apr,ll, !I.9 9, p.12), 'A !less 
c(jncO~\tc.l; effort would yield Q much Gmain,cr penetza,tlon. 

'. 
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2. The extraordinarily rapid increase in the number and size of
 

local credit unions in Latin America (from 605 credit unions in 1962
 

to 2729 in 1969, and from a total membership of 160,620 to 768,810 in
 

the same time period) has understandably been uneven. Many local credit
 

unions are not really functioning entities, because of a lack of capital
 

or trained manpower. Some are too small to have a sufficient capital.
 
base to adequately serve the needs of their members. In these cases there
 

is a real need to either increase the membership and savings of these
 

credit unions, or to encourage their consolidation into more feasible units
 

Even though every
3. Self-sufficiency of the national federations. 
country now has a national credit union federation, these are largely 

dependent on external assistance. In only three countries are there indi

cal'.ons that the federation might become totally self-sufficient within 

the near future. (By self-sufficient we mean that the federation must 

be able to provide to all member credit unions a minimal level of services, 

below which many or all of the member credit unions would disaffiliate,
 

and that the resources for providing these services must be generated
 
entirely within that credit union system). Here it should be pointed out
 

that in the United States, it took the credit union movement over thirty
 

years to become self-sufficient, and then only after a relatively massive
 

infusion of private and public subsidies. To expect the Latin American
 

federations to become self-supporting in the space of only eight years,
 

with must less resources, is unrealistic. During 1968, the Latin American
 

federations paid a total of $15,000 on their budgetary expenses from
 

internally generated income. No figures are yet avaibible for 3.969, but
 

the financial base of the federations must be considerably expanded if they
 
are to become self-supporting.
 

i. Local capital accumulation. The main reason that the federation. 

have not become more self-supporting is the lIck of capita]. accumubtion 

at the local level. Although the accumulation of US$6o,942,8-8 in savings 
among the low income members of these credit unions is truly relmrhable, 

this has not been sufficient to provide a high enough turn-over rate to 

allow the local credit unions to pay subs.tantial dues to the national 
federations. If the federations are to become self-supporting, the accumu

of the local credit unions will have to be substantirillylated savings 
increased. 

5. Training... flTle lach of trained ianpower at both the local and 
federa tion lr-vels is-; critical. Few of the leaders of the local credit 
unions are paid professionals; most are voltmteers from within the local 
credit un.ons thrimsclves. Even at the federation levelj lenders are poorly 

trained in the techniques of operating viable institutions The problem 
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at the local level is compounded by another factor. To fully staff a local
 

credit union requires a minimum of eleven or twelve men. The initial.
 

managerial skill level of these volunteer leaders is very low, and to be
 

effective they must be given at least basic training in the techniques
 

of operating credit unions. Moreover, experience has shown that among
 
-- about one half
these volunteer leaders there is a high turnover rate 

of the leadership every two and a half years. This implies that during 

the next five years, with the projected growth in credit unions, we can 

expect that there will be between 140,000 and 170,000 new credit union 

leaders who will need training, but the existing training programs through

out the Latin American federations are inadequate to meet this expected 

demand for training. If the credit union movement is to become strong, 

the training capabilities within each country must be substantially 

strengthened.
 

Paradoxically, the problems that have just been enumerated can be 
in Latin America. Theattributed to the success of CUNV,/AT strategy 

rapid growth in the number and membership of credit unions has been faster 

than the growth of their technical skills and financial resources. The fact 

that over $220,000,000 have been loaned by the credit unions during the
 

past ten years indicates that they are indeed performing the credit function 

for which they were intended. 'Die ultimate impact that credit unions can 

make on the Latin American societies and on the lives of their membership 
ability of CUNA/AID to help them overcomedepends almost entirely upon the 

these problems -- that is, to make the quantitative achievements that we 

have witnessed so far more meaningful in terms of quality. 
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STRATEGY
 

An overall strategy for credit union development involves several
 
alternative approaches and complex interrelationships. Bsically, these
 
can be broken down into three general areas of concern: (a) what are 
the relative merits of credit unions versus other forms of credit insti
tutions and why should AID support credit unions; (b) should credit union
 
development be carried out on a bilateral mission-level basis or on a
 
regional basis to achieve the best results; and (c) how does a strong,
 
successful credit union movement relate to other programs and areas of
 
development.
 

1. Credit Unions versus Alternative Credit Mechanisms
 

a. Government-sponsored Credit Programs. Several countries in
 
Latin America have alternative means of getting credit into rural areas. 
For example, in Costa Rica and El Salvador, there are governmental agencies--

Juntas Rurales in Costa Rica, and the Admin.racion de Bienestar Campesino
in El Salvador -- that deal with rural credit. Both of' these systems have 
rather severe drawbacks. In El Salvador the delinquency rates to the ABC 
have been as high as 33%, and never lower than 1'l%. In Ecuador, of the 2)
IAPO credit unions, only two had delinquency rates higher than 10%. ].n 
both El Salvador and Costa Rica the administrative costs associated with 
the governmennt agencies have been so high th-at the program; have had to 
be subsidiz.c: by the central banhs in order to make capital available to 
the campesinos. Credit unions, with their largely volunteer leadership, 
have much lower adm.inistrative costs, and are able to keep the interest 
rates on lcoans low without extensive subs di.e:,;. Finally, there is some 
question as to whom the government credit agencies reach. It appealrs that 
they have bon successful in providing credit to middle-sized farmers, 
but have been less successful i.n reaching simller farmers. The DAPC 
programs and credit unions provide one means of reaching these small 
far aers who are not serviced by the governmental agencies. USDA-typc: 
Production Credit Associations, another form of rural credit organization.,
have never, been tried in Latin America, and the degree to which they might
succeed is specujative. 

b. ]4~nks and S"aving-s and Loan A;sociations. It hat; been demon
strated in Latin Anii'ica that credit programs which are government sponsored, 
or even credit programis adminis;tered by private banks, frequently have diffi
culty recovering loan:, made to lower socio-economic status persons, 
princii.lly because the borrower has no real feeling of irticipation 



or obligation. The agency or bank from which he borrows is an abstraction
 
and, because he is relatively unsophisticated, he frequently feels inclined
 
to repay a loan only if some sort of external pressure can be brought to
 
bear. It has also been demonstrated in Latin America that collateral is
 
almost impossible to repossess, and that co-signers refuse to be held
 
to the obligation for which they have signed.
 

Credit unions can help introduce these people to the financial
 
systems. In Latin America, credit unions have had very low delinquency
 
rates, basically because the members are aware that a significant portion
 
of the capital assets of the credit union are really their own funds.
 

Since members of credit unions are usually known to each other, great
 
social pressures can be brought to bear to help recover loans.
 

Credit unions are not considered as a substitute for banls or
 
savings and loan associations, but as intermediate organizations which 
will prepare the members for proper use of these other financial institutions. 
Credit union loans are usually short-term, and are generally small. Members 
mist turn to these other financial institutions for their larger, long-term 
loans, but through their credit union they have learned the terms of 
credit, and the obligations associated with it. It is quite conceivable 
that credit union members will eventually use their credit unions only 
for their small, short-term borrowing, and banks and savings and loan 
associations for their larger capital needs. 

c. Credit Unions vs. OC.her Cooperatives. Credit unions are just 
one type of cooperative organization. In many ways they are easier to 
establish and manage than other types of cooperatives (they detl in a 
fairly fixed-price connndity) and provide more iimnediate real benefits 
to -their members, but they are not substitutes for the other forms of 
cooperatives, nor are these other forms substitutes for credit unions. 
The different forms of cooperatives perform different functions and 
provide different services to their members. 'Ln some areas they may 
overlap somewhat, but never do they substitute for each other, nor are 
they mutuially exclusive. Several different forms of cool).ratives are 
possible within the same coimmunity, with much overlapping !r::.ersbi, 



2.Atrnatv Strategie s: for:"CrdiUnio eeopment 

a. Rgioalnd ounryjl~J CrditUnn Dv'elopment Proec. 
Therree esetialIly tre a ahsta canbe -use~d topovid eh 

nica)~Jasstac t-,tie, credit unionf movements in L i AMeica AI 
can aprah h rolmthog ission-level biladteral: progras 

ro~areioalprJect, or, through a-dcfmbination' of ,IheAto 

a a 

Mission. eve1;a sirle,country p~rojects ,do offer;'certa~in advantags. 
P~~ of e~iuaclpbjL can be custom'designed, to meet the ,part icular,

probles-'o e ccontry.,.; Aadvisor~iho remains ,inl one "country or, tWo,to I aiv-erbetter, chanc~e-of ii hecniec of the coprtng counry's offi~cials, an o' learning, in. eph the. unique 
problems 'of thtcountry's~credit unaions. >As 'a res le, is, in a: better 
ositioh to design sJpecific programs to tal-c advantage~oflc coIt ito meet these-problenis than, a- regional~tecnca J.9ca1 cpdi ior.n 

he coldb islte:f-orahe- experiences and achie iements of~the-,,oerCountries iii- La.tini ;.Aeria-expxiences and techniqu~es .oi-~lvn 
problems t-ha't couild. mae, his. on' progrmi moMrCef feCCtive.'. Moreover';i~f a problem is to be apr6ahed on anythir but&l basi~s, 
the' local technician'must be a geeait ndb n gnrls i may
lack the technical -Skills t~l implement, effectively :allof the necessryr~
activities to-build- a strong credit 'union',movementi. 5 c4 a 

VIn certain CHises, maintaining a project on a regional Erathert-hana a~
Mission level can be -justified on both e conomiic' arid, pe at in griounds -,.Th2types ofprograms to be carriedou udrt sprogram arc vastly 
different, and, require quite different tec6hnicail skills. COFAC -is a 
highly:-sbphis'ticated money, anid bank ing sys tem oPf -fnnialiianageren
To be able to supervise and train4daders in COFACzrequires a pcrson with'a 

teeskills. IDAPO, on the other hand, Ais an) agiulual .edn yzn
~To tup' thissyste does no"require ilpconirJiex accounting ski'll6ta 
COFAC,*does. Rteit requires tehicas-htare skiilied,,r Ta2M 
managemet, aware of agriculturai extension~services, 'and have' om
kriowledb6e of ariLc'!ulti.ral 'techolot'? Trainn reqirs, rsbn'wo a 
the capaIkliti6s-for.,establishitgand -Laching -prugraiioned 6duatiLi Asthse three sklare quite~ ;~ ul~hl a n one. o 

' 

~ ~Y~- 'could carry out more~nbie~fte 6Zc~ey to Sa Vno hing 
oth4er srvices that~ bfffoofers. For,. h~e issions? 0 tak 
union :problemn on, a' systecmsdZ, heisay ,ould'-each .h e;,o hir 
o 'hd tcncas Firftc s.s ahif'3 h'* 2ccr 
tech - c ans at 4i25',OO'O &eyar-w dcs IDaoa' 

0 

e 
i 



-- 

4 

On to of'thS.Wu d be traivel relocatioco seqimnmterials, 
admi nistrative backstopping, ;and ohervrelated' expenseslCondubc n-a 

hece'bno cevelopment program xfrom .al regional-bq sis, allows ,ea~ch, 
Mssion to',receive tebenef'i. s of highly ,skilUed. techiin na~ field 

not merely. generals, and; at MUCh lower. cost 

pe r ationa, keepIinig te'ch ical .assistancea~the'regional leve
 
aLosamreffective:.use f,techniciantime,-and enhances the.vue
ti 

ofte technical .assistance, to he -national, federations. Taking;COFAC 
san example, -the skil1s that mutA be' learned are very; complex, :and '. 

~cannot -beasi atdin oneintens ve. session. (ee pages 2-2 _an "32): 
It: has been~fon thtthe best wa to introduce .'these-~~l i hog 

~.many~separate s6ssions . Between ssioste:ledrs hbdv e 6portuntop, 
Atoork witv I~ bcep thy erie uigte preious raining'sion. 

Then te tehica t, e what errors~oi~prob ems ~COFA 4returns~ checks 

baial.reriste l6o)il'aderK- in~htinor ciomplex aspe cts of the , 

wellj4 to :DAPC and Training as well, of fers several advantases over, the
 
----- ~-contat supervision of'an in-country technician:' (i)it allows the trainer4
 

to make sure that. all of the concepts are fully .nestobe caus& he 'an&&I
 
'Observe the unhindered activities of the. person he hstrah ? <(2)y~i6
 

gthe local person to barr on if the absec of t teh in iticreases 

his odwn capabilities and sclf-confidenci in'his abiities' toihanage th.e 
programn; Iand, (3)~it avoids the over-paternalism. that is inherent in many4 
of AID's nialassistance programs.44 

regiona~l 'project is feasible only in a. certain set of circumstances, -; 
(1) there maust be a fairly liomoigeneous probl-em ex. ting I~n all of the, -4~4 

thtcan be appfairly, hogeousseoftcnq'4-4countries 

an4(2 te ature of tie problein mutbsu6h that-is Solution does o 
d441'Dand (2 ms 4 

~444requiretb co~nstant prese~nce of,'a~tech 
-

ical'.advisor. Tiese are the condi 
tion tht~efbt~iiL~tn Aerica in rogard4tothbcredit union4 movemnt. 

the liznitationo, and advantages of the)reional and bilateral 
ripproa4he & rei'union developmn4 it becomjes apj-reit tha t ue two -

-~&-~-Given 

to - A14creditt-aj~ ' rn tls n
~fapproaches 4 complcment~each ohr--e stng s of o~ are- ~h anesses4 

of. the oth'er. 4-Where ~4idiv.idual Missions aptcoun ury,, dire cto1r_ for 
crdi union.deVeIomntDh of he- LIaRO proje'ct bqckso i 

- 

11A1 ac4~v~e 
C -V4s
_PMC11t t-

4 - - 44~ 4 44 -- -Wk - 4.~ 44~4-4>4 

http:programs.44


1M ind 
assis~anc h laks Inhe oth coun r e s, h regional oe 

activ-i e o±- tA. -idalf bngi he, specialize tcnical 
tht 

bysreng-thening hcritunion ;movementr,, can complqimen Misin 
activ le n comm n ~opent,agricuiltuxa-L secTor programs, extenr-; 
ion sevcs ndee u e edcation , and; help tomakei 'theseWpr'ograms 

more succsul
 

b.' A and OOA. AULSthree 'of hese:,are concerned th 
copeatv.deelopment,in-Lat nin mria 6CUNA- isJIni e' t only,-credit 

h ~leCLUSA 
I a se6nse, the tWo rorgan.iz tion,s p a;allechohr wt itl vra 
or uplication. OA is prmri qnceivedj of~ 'as a diptomatic.orgqanin,, 

unions rimariy services' the oth~er,-rsofcoertvs 

ree enting the coope ative movemeno itemiphrL 
Ceiab e t a1 Lihera onfedera n~pc~i leel -Itislon 
-be-aff iaited bu nethrceztain nt''tas w thith OCA tii eventuf 

I p~roject-~i'-UTAI t~: 

3.IrnPlications' .of~Stronig Cred1i Union. Movements for Other Programs 

a. CoiruiyDevc!opment. Auithors wri n diverse a~ctso 
comimunity devel6pmeit ha.ve repeatedly pointed: to the -unavailabilitf-of
 

Scredit as one of' thei.prime5 obstacles to the su~ccess ~6f.USAID another 
 I 

SCommunity developine t Projects.-.The4 correlation seem.., o6b fairly well
established: wher&e credit has been available ,to the local Ieel, j-community ' 
de,.elo,pmentprojects have succeeded~; where credit hqs been urvivailable -< 

tese, projects have-mnet with only limited success'. ,Not only do crei 
.. ,unions provide the means' for developing the Tiriacial resources of a corn -K;> 

inunity,but they provide stable,, cormunity-oriented ingtitutiors g. ----- , 

which community developmnent projects can take on increased significance-

b.AriculturalSect or Loans., A succ essful 'rdtuin nvmn 
will greatly enlhance progcaris for agricuiltuaaldevelopmnt. PA~s fromFt '-

~ Fcuador, 'El Ialvador, and Guateinala have all pointed t-o the -l6k -of- rural
 
FF-1F credit, facilities as the. prime. factor 21mting the suc cess of.heia 4agi l 


cultural devei6o'neiit progcams.- (PA~s on agricultural -dovelo nieft:Y>Ecuador;F
 
~< 

'F -

6/30/69, EII Salvador, 6130/6?; and Guatem~la, 12131.168):. s'everal cbunt Ke
 
)I.vdc- alizcd the extreme ijtm dc of mzn11:6'rdit" int agrliUJtue idrs 

-uti al. El1 Sa v dbr.. nd R-ta Fallae- a
 
6EC'i.-tua sector itt funds.earCor raii
lonWih0,rur funds edi LCrirud, 
un- n develoncit. l, FGiuateriial, El.rSa, ~vdor, and 11ondlIT1S at -at 

C-Sth pryogrliym tiare ~bN cd o n U{he ~isrU 1"1p)LiI ltLI il proev-,d s- -T'c 

tedWica
FF 4 sF4i4 ~ Ft 

? ' C. - 
4 

http:rorgan.iz


-21

c. Agricultitral Extension Services. One of the prime goals of
 
the DAPC component of CUNA/AID strategy is to develop strong linkages
 
between small farmers and agricultural extension services. Credit unions
 
serve two functions in this area: first, they make credit available to
 
small farmiers at reasonable rates of interest so that they have the finan
cial capabilities to take advantage of the new techniques introduced by
 
the extensionist; second, they create institutionalized groups that are
 
more visible to agricultural extension units. Often, individual small
 
farmers are not helped by extensionists. Through the credit union their
 
chances for receiving extension services are greatly Increased. 

d. Institutional Development. Title IX of the Foreign Assistance
 
Act instructs AID to participate in the development of democratic insti
tutions of popular participation. Credit unions, because they are local
 
organizations whose members share in its decisions and strategy, are 
excellent examples of this type of institutions.
 

e. Peace Corps. In several countries Peace Corps Volunteers have
 
been assigned to work in the establishment und operations of local credit
 
unions. L41O has been called on during the past three years to give short
 
courses to Peace Corps Volunteers who were to work with credit unions.
 
In replies to a suggestion that the Peace Corps and AID work more closely
 
together in Ti le IX activities, several of the Missions have mentioned
 
credit union development as one area where such a collaboration mtjit be
 
feasible.
 

f. Cooperating Country Le--dership. Sin.'-e this project is an attempt 
to build local and national institutions, the existence of competent. 
country leadership is essential. For the mot part, this leadership 
already exists in the countries CUNA/ALD has be.-en working in in the form of 
the leaders of the national federat.ions and local credit. unions. The 
CUNA/AID regional project vill. be worhinir closely with these leader-s, help
ing them to develop programs that will neet; the needs of' their own moveeat, 
increasing their awareness of the problems othei- countries in LtLi n Americ'n 
have exper:i ed,(- and the iech! iques they ,-ed t:o ov10r!1c- ! ,Ic l p
ing the techAnica., skil]s that w:.'"l enable them Lo succ.-;sfuliy mami,c their 
owm credi1t unioris arnd credit. uMic, movement without thc: need for future 
external. ass istance. 
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COURSE OF ACTION
 

To achieve the stated goals and objectives, LARO will undertake a
 
comprehensive program of specialized technical assistance to the national
 
federations and local credit unions. This program consists of four basic
 
interrelated components, designed to produce a balanced strengthening 
financially and managerially - of each national credit union movement,
 
and supported by adequate publications.
 

I. Centralization of Funds and Accounting 

The Centralization of Funds and accounting component (COFAC) of 
CUNA/AID strategy in Latin America is one of four essential programs upon 
which the eventual financial self-sufficiency of the national credit union 
federations depends. At the present time, it appears that relatively 
small memberships and low savings levels preclude the possibility that the 
federations could soon become self-suppor+"' , on dues income alone. A 
COFAC system is an effective means by which federation; will be able to 
generate greater income at the national level to provide working capital
 
to finance growth impact projects such as DAI. (which is,, described in the 
following section), paid mnagement contracts, training and interlending. 
Effective services in these areas should bring about a faster rate of 
growth in members; and savings at thc loctil credit union level, and greatly 
strengthen the overall credit union movement. 

Originally conceived of' as a system thnt would allow affiliated 
credit unions to centralize their separite checking accounts into one
centr.al account in one bank -.- thus pcr,',Jtting n grCter flow of funds 

within the credit union system -- COFAC was d-velopcd by LARO, and an 
exper:imental, pi.ot project cunducted in Panama. Th national federation 
established the minimum cash-flow requircments of the central account that 
would adequitcly meet the daily cash needs of the credit unions operating 
In the ystcm. Ezcess funds wcre then placed in time deposits in that 
same bank, in other forms of i.nvetmcnt,;, or relent to credit unions that 
were in need of short-term liquidity. In this way, the movement could 
derive the moxim;m utiliJzation of it.; worhing funds as opposed to leaving 

]'.e :in; tel.y 7-.-0 of its asct lie dornnnt In Individual bank checking 
accounts . 

Since th'at initia] project, the conceptualization of COFAC has been 
cy on 'd, to i iclude the invorporatiion of time de osits in the federation 
itself, n:Ufint certificntes,. and similar instruments as means of 
mobilizing longer term funds. The effects of this change hau been that 
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Nicaragua -- Nicaragua already has an ongoing Q0FAC program,

but the federation has severe managerial problems

that are hampering its expansion. For IARO efforts
 
there to be successful, this internal problem will
 
have to be overcome.
 

Panama -- was the original test program for COFAC. 
The program

is well established and effective, but needs to
 
be expanded.
 

Honduras --
In Honduras the credit union federatioh (FECACH)
 
is acting as the cooperative bank for the entire
 
cooperative system. 
It now has access to $2,200,000
 
which is to be used as operating capital for the
 
COFAC program. This program has great potential,
 
and USAID/Hlonduras is hiring a full-time financing 
specialist to assist the program.
 

Venezuela -- initiated a COFAC progrm in April, 1.969, which

has been making some steady progress. The feasi
bility study initiating this program indicated that
 
it should become totnlly self-supporting by the end
 
of 1971, or 1972 at the latest. 

Colombia -- UCONAL, the federation, is decentrali:,ed into four
 
regions, and an initial COFAC program has been
 
established in one of them (Bucarnaringo-). Plans for 
the future are to exiind the COFAC progrUm to the 
other regional offices and ventualy Ierge them 
into a national intcrlendin- program under the 
structural u:ibrel.a of UCO'i:L. The In:.: tituto 
Nacional de Financminiento Coope rativo (INFC) was 
recently institti ed to channel gove nmcnt and inter
national dcvelopment fund., the variousto sector:, of' 
the Colombia coope:ratJive movement. Conceivably, a
 
national COFAC program could assume the respon:.ri
bility of channe.ling funds irode aval.brible by INVC 
to the credit union movement. 

Guatemala -- The feasibility study carried out in June, 196.), 
did not sh,.)w W sufficlent volume to ju.;tify a 
COFAC program. Since that time, however, USAID/ 
Guat-cnrila hac" prcp:ired a .1,1 500,000 loan uroposa]., 
and the Penny t,'o.urlatiion and PADF have offered 
loans to the fdccation which could mLe this 
program feasible and give it a high potential. 
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g) 	After another three months there is a final review of 
the progress made under the six-month plan. If all of 
the goals of the six-month plan have been accomplished 
(training of local personnel, establishment of admini
strative structure, arrangements with the central bank
ing system, legalization of the system, etc.) the local 
COFAC representative and the LARO team work out an 
implementation plan and schedule. 

h) 	The federation and LARO then proceed to establish the
 
priorities and structure of the COFAC system.
 

2. 	Implementation Phase
 

a) 	Establishment of time deposits and investment
 
certificates.
 

b) 	 Establishment of centralized accounting procedures. 

c) 	 Establishment of centralized checking system. 

d) 	 Establishment of liquidity reserve fund. 

e) 	 Commence lending operations. 

f) 	Mobilization of funds campaign. 

The preliminrry phase of .thc establishment of COFAC takes between
nine and thirteen months to acc.mpli sh, with the difference due primarily
to the length of time it ta:es the federation to selcct, the .,erson who
will administer thc COFAC prograir. Once the prel.minary phase is com
pleted, the groundwork and the adinistrative structures necessary for
the success of the program have been established. lVhat remains is the 

continued to inal:etime and push sure that the various programs take hold
and bccome effective. The actual establishmcnt of time deposits, invest
ment certificates, and centralization of funds can be completed and
operative within a couple of months. It will require a much longer period
of time for these pr'ogramS to generate .large pool: of available capital.
Die 	 centralized eheching y:tei abaut year: relachtakes t,.o to its maximum 
potential in a country, ind the .itluidity rescrve system generally requires
about two years to hc,-cme l.arge enough to be an effective too]. of' the credit 
union movement. During th is time there i.; a continued need for trouble 
shooting and tc'buic:.. s:, :.nce. hortcomings need to be spotted and
corrected imnmediu [,e1.y so that the .y,-tcia does not collapse. But if the 
program is set up carefully and 	 soundly, and if the technical backstopping 
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is available and effective, COFAC, as a system, can Zecome self-supporting
 

within two or three years. By self-supporting we mean that all personnel,
 

all activitics, and all facilities required to sustain the system can be
 

paid for out of the income generated by COFAC itself. This is, of course,
 

dependent upon the amount of savings that can be generated at the local
 

credit union level.
 

D. Implementation of COFAC Development:
 

from previous experience, CUNA/LARO estimates that to establish a
 

stable, operative COFAC system in a country would take about eight months
 

or 180 mandays of intensive work. Because of the complexity and sophisti

cation of the skills and concepts that must be developed, because of 
the
 

scheduling necessary to develop these skills prior to the actual establish

ment of a COFAC system, and because of the need for extensive follow-up
 

and trouble shooting, it has been found to be preferable to extend the
 

life of the project at atechnical assistance for each country over the 

hr'.,. emphasis in a country at one
fairly even rate rathcr than place a 

period of time and then discontinue it. A model flow chart for the 

establishment of a COFAC system in any one country appears on page 30, 
per on page 31and an estimmtcd schcdule of mandays per country year appears 

E. AID/IARO Inputs: 

on to COFAC specifiedAs indicated page 31, carry out the program 


here would require the employment of four (4.) U.S. or third country
 
rcgional project. oflife of the Onetechnicians over the five-year 

of COFAC, is already on bouArd. Two additional COFACthese, the director 

would be added to the staff during the first year of the
speciali.;ts 

project, and a credit vianagement specialist would be tlaker. on during the 

second year. The credit management specialist would terlid.nate at the 

end of the fourth year, and one of the COFAC specialists midway through 

fifth year, leaving the director and one technician to phase out the
the 
program. 

spend a uinimum of 170 imandays perRich of these technicians will 
-the field, giving technical assistance and support to the es-taibyear in 

inhment of these prog'ams in the national Vcdez1itions. luch of thi.L time 

in the fiel.d w$ill be spent training and prepairing the local staff so that 

they wiLT be able to completcly and competcntly narge the COFAC prognams 

without furth:r out , jde technica l ass is tance. 

In odditlon to the U.S. end thlird cotuitry personnel hired for the 

LARO office, the successful real.ization of the COFAC programs will require 

the employment of a number of l.ocal administrators. The purpose of this 
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COFAC - Yandays Per Year Per Country 

Country !970 1971 1972 1973 1974 1975 

Panama 10 30 30 30 10 5 

Costa Rica 20 40 40 30 10 5 

Nicaragua 20 40 40 30 10 5 

Honduras 20 4o 30 30 10 5 

Venezuela 30 60 60 50 40 20 

Colombia 35 75 6o 6o 50 20 

Bolivia 25 6o 6o 50 4O 20 

Guatemala 25 50 4O 40 30 10 

El Salvador 20 60 60 40 20 10 

Paraguay - 15 40 50 40 20 

Chile 10 40 60 60 50 20 

Brazil 30 90 90 90 50 20 

Dominican Republic 15 4o 4o 40 30 10 

Number bf Mandays 260 640 650 600 390 18o 

Number of men required 11 4 4 4 21 1 
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employee would be to have a stable well-trained manager of the COFAC systemwithin the federation, and to have a person who can be held responsiblefor the program. Where the federation is able, or partially able to assumethe cost of this manager, they would do so. In many cases, however, thepresent resources of the federation are not sufficient'to allow this.As the federation is financially able to assume the support of this personit will do so, and in no case is it envisioned that the direct AID support
of this manager will exceed two years. 
At the present time it is estimated that local staff will have to be supported in: Colombia (2),
Nicaragua (1), Venezuela (1), Dominican Republic (1), Brazil (2), and
 
Paraguay (.).
 

The total cost to AID over the five-year life of this pr:Ject for
establishing successful COFAC programs in the fourteen Latin American
 
countries will be $484,ooo. 
 (See Appendix A). 

II. Directed Agricultural Production Credit
 

Directed Agricultural Production Credit (DAPC) is the second of
the essential components in the overall strategy to move the Latin Americancredit unions and credit union federations closer to economic self-sufficiency. 
 It was developed and first introduced in 1964 at the request

of USID/Tcuador by UiA International. 
 The initial pilot project wasorganized and began to function in 1965 at Julio Ancrade in NorthernEcuador. The operation of the pilot project was successful, and thetechnique copied and applied in other rural credit unions throughoutEcuador. Because of the success of the project in Ecuador, federationsin other countries began requestto that similafr projects be establisledin their countries. To meet these requests) ]iPC assishLnce 1as established as a regular technical service administered through the COUA
 
regional office in'Panama.
 

DAPC is a key factor in the success of the Centralization of Funds
and Accounting programs. To be effective, COFAC depends on the abilityto mobilize substantial savings at the local credit union level. Since
over 50% of the credit unions in virtually all of the Latin American
countries are rural credit unions, a substantial portion of these localsavings must be generated in the rural sector. Exjferiene, primarily inEcuador, has shomn tIht rural fDUIC-credit unions generate much greater
savings than do non-DAPC 
 credit unions. As a result, a large, effective
DAPC program in a country could provide the rargin of income that would 
make that country's COFAC program a success. 

A. What DAPC is: 

Technically speaking, DAPC amounts to coupling credit with technicalassistance and andtraining, its immediate goal is to change borrowing 
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patterns from primarily consumer-oriented to primarily production
oriented. Two hypothetical situations can serve to illustrate the effect
 
DAPC can have on the small farmer.and his thinking:
 

1. If a member seeks a loan to buy a radio, the credit union will
 
lend him the money to raise, say, ten hogs for six months. At the same
 
time it provides him with, or makes available to him, the technical
 
assistance necessary to ensure that he will be successful, so that at the
 
end of the six months he will be able to sell the hogs, pay off his loan,
 
and buy his radio.
 

2. A farmer may feel that to enter into cattle raising he must have
 
long-term funds, which are usually not available to small farmers. But he
 
can borrow short-term funds (up to twelve months) from his credit union,
 
purchase three milk cows, keep the offspring, and then fatten and re-sell
 
the cows to pay off his loan.
 

In each of these cases, the farmer has been able to enter into pro
duction on a small scale and to learn hcw 
co handle credit. With DAPC,
 
then, it is not only a matter of extending credit, or even of just increas
ing production; it is a program for educating the small producers in the
 
ways and means of handling credit, and in the relationship between credit
 
and production.
 

B. How DAPC works: 

As a DAPC progam is established in a rural credit union, a feasi
bility study is conducted to determine the amount of capital that is needed 
to adequately supply the credit needs of the co~mnunity and sustain the 
local credit unici. In the case of Ecuador, for example, it was determined 
that local self-sufficiency could be attained when thc credit union reached 
the point of having 250,000 sucres worth of loans outstanding to its members.
 
This would give the credit union sufficient interest income (at 12% per

annum) to enable it to run an office, purchase its equipment, pay for full
time management, pay interest on capital employed, and maintain a small 
amount on reserve. Based on the particular local conditions, a goal is
 
then net for the amount of local savings that must be mobilized by the 
members of the credit union prior to initiating the JAPC program. This 
initia. iiobili:.ation of savings is importornt because it helps instill 
confidence in the local credit -union by increasing its lending capabilities 
and effectiveness at the begiming of the program. '.Thi; in turn allows 
more hjcxdiate ta;-.Ib.e benefits. The pilot project, in Ecuador began with 
38,000 "c rcs. of in"bcr capital in 1965. By .1969 this credit union had 
member-ovned savings anmo unting to 750,000 sucres. 



- 34 -


Three additional features add to the rapid capitalization of ]APC 
programs. First, the credit unions are involved exclusively in short
term lending. Farmers endeavor to place short-term money in the most
 
productive effort they can encounter, and the rapid turn-over of short
term loans allows the credit union to make more loans during a given
 
period of time. Second, DAPC programs normally include policies of
 
"forced savings." Ten percent of a farmer's loan is issued to him in
 
the form of share certificates instead of cash. Since he repays the en
tire loan, this means that the .APO credit union increases its capital 
assets by 10% of each loan granted. Third, since loans are granted for
 
short-term productive purposes, the chances that the farmers will be able
 
to repay their loans when thcy bacome due are increased, thus guaranteeing
 
the contir'ed capitalizat.on of the credit union. In Ecuador once again, 
only two of the twenty-si., DAPC credit unions had delinquency rates higher 
than 10%, compared with overall delinquency rates as high as 33% in 
El Salvador under non-credit union administered rural loan programs. 

The most important factors accounting for low delinquency rates
 
among DAPC credit unions are that loans are only granted for pro'luctive 
purposes, and that technical assistance is both made available to the 
farmer and required as a condition of the loan. Loans are only made to 
farmers who have had at least ten hours of DAPO training -.-that is, 
training in subjects directly related to their proposed use of the loan, 
whether it be in thc use of fertilizers, planting and harxrestitng tech
niques, better seeds, irrigation, etc. During the course of the lean, 
the farmer is encourngcd to consult local agricultural extensionists and 
utilize other source, (,,fagricultural technical assistance. By m-king 
these stipulations the DAP progium minimizes the chances that a lczn will 
become delinquent, an] at the saite time teaches the farmer a new rein tion
ship betwcen credit and production and a new set of vaJ.ues that will. 
facilitate his entry into the national market economy. One of the ulti
mate objectives of this program is to encourage fariners to become part 
owners of comercial enterprises which are extensions of his fan require
ments by becoming shareholders in creameries, abattoirs, canming plants, 
feed mills, and fertilizer 'plants. In this way the fanner shares pro
portionato]y in the geiirn~l economy and can identify himscelf with progress 
and the economy as a whole. 

C. Esta-blishing PA C: 

The 'APC progr.el is an aggressive system of placing credit as a tool 
in the hands of sralJ, producers. It calls for a competent source to 
administer the credit, to render financia]. counseling, and to assist the 

http:progr.el
http:capitalizat.on


- 35 

small producers in obtaining the specialized technical knowledge necessary 
to make a success of whatever projects are undertaken. 

It is, therefore, imperative to take steps to train, develop and

employ full-time professional management in every credit union. It is
 
also necessary to provide guidelines to enable the people or institutions 
rendering the technical assistance to design the various projects or 
"investment plans" which the local credit unions will recommend to their 
members to increase production and/or to diversify it. These projects
 
or investment plans should not only include the specific techniques of
 
how to obtain better production, but should be market-oriented as well,
 
to avoid "flooding" the market with a given commodity or to encourage
 
farmers to switch from low return traditional crops to more profitable ones.
 

DAPC is established on a project-by-project basis within existing

rural credit unions. Thus, to establish DAPC programs does not require

the creation of new credit unions, but takes advantage of existing organi
zations and structures and works to reorient their operations to more 
productive ends. To establish DPC in a e r.'y requires three basic steps:
 

1. Background work within the country to develop the institutional
 
framework within the federation and to train the initial people for a demon
stration project.
 

2. Establish and maintain a demonstration project(s). 

3. Expnnd the program by establishing additional TI4PC programs in 
other rural credit unions, working toward a predetermined goal 

LARO begins the background work within a country by training leaders 
at the federation lcvel in the skills necessary for estiblishi,:g and ad
ministering DAPC programs. This training is usufly carried out in con
nection with the deonstration project(s), as the federation leaders 
participite in selecting the site, carrying out the basic feasibility
research, promoting the idea, establishing DAIPO priorities and policies,
organizing the demonst:t-ation project, carrying out the campi~l for 
raising local funds, training local leaders (usually 25-30) to assist in 
the operations of the program, training the local credit union manager in 
DAPC tech"',ques, and preppring the traini,, )m-ieria.s tL be used in classes 
for the farmers. 'hrough active -airtici.ation in these activities, the 
federation leaders Fui.in the experience in both theory and operations of 
DAPC th t will eventualy enable them to proceed without additionnl LARO 
ass i,"Iilc-.. 

The actual esLablishment of the demonstration project involves three 
processes that are begun during the background phase. First, it involves 
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a promotional campaign that is designed to: 
 (a) develop enthusiasm among
the local population for DAPC, and motivate them to participate; and (b)
educate them as 
to what is expected of them through the DAPC program, and
what benefits they can expect to obtain throughparticipating. Second,
it requires the development of the DAPC structure within the local credit
union, and the training of the local staff so that they will be capable
of administering the program. 
Third, it requires the mobilization of
sufficient local savings to provide the base capital for the IlAPC lending
activities. 
This is usually accompanied by supplementary capital support,
such as a line of credit from the federation or a bank, or as part of an
agricultural sector loan. 
These three steps must be completed before the
program is established. 
Once the demonstration project is established

it must be closely supervised to assure that loans are being rade as
prescribed, that technical assistance is both available and being used,
and that the program is functioning properly. 
This supervision is carried
out by LARO personnel in conjunction with federation staff.
 

The publicity associated with the successful operation of the demonstration project, and the 
success of the project itself, result in requests to the federation from other communities and regions vithin the
country to implement this technique in other credit unions. 
At this point,
LARO works out with the federation long-terma DAPC development program,and helps the federation plan its role in the promotion, organization,and administration of DAPC credit unions. Overall strategy, prioritiesand techniques are developed and reinforced, and the administrative istructure for encouraging and inplementing DAPC development are worked out. 

The DAPC component of CUIw/AID strateg' in Latin Amicrica has builtin constituent.; which work to phase it out. At the local level, thue twofr.ctors are efficiency and increased production. As these tiro factorsincrease, the technical assistance a local credit union needs decrea.ues,and can be fulfilled by the federation. At the federation level,establishment of each new IAPC program 
the 

reinforces and improves the pool of
skj.lled DAXPC technicians within 
the federation. As this group gains
increased experience in the establishment and administration 
of ThAPC programs, the needs for direct IARO assistance decreases, and the regional
project can be phased out in the country. 

The cotmtries thut LARO is i-For]ing in differ considerably in theirdevelopient of )APC r'og Iams, duo primarily to the level of prior CURA/AIDactivity. Th7iose couitries in which no wnrlk has been done previously are: 

lPra.gi y Venezuela
 
Urufga.y 
 Brazil
 
Chile 
 Nicara gua

Colombia 
 Honduras
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Those in which the background work prior to establishing the demonstration
 

project is currently underway are:
 

Peru 	 Guatemala
 

Those in which the pilot demonstration projects are currently in operation
 

are:
 

Panama 	 Dominican Republic 

And those which have begun to establish additional IAPC credit unions 

are: 

Ecuador (26) Bolivia (9) 
Costa Rica (3) El Salvador (9) 

From this, it is easy to see that the objective of the CUNA/AID 
regional project is to move all of these countries further along into 

the latter category. The specific goals, in terms of numbers of DAPC 

credit unions can be seen in the following table: 

Number of DAPO Credit Unions 

rountry 	 Current 1970 1971 1972 1973 1974 

Bolivia 9 18 29 40 50 6o 
Dra z il 1 5 15 30 50 
Colombia 3 10 25 4.0 55 

6 10 14 18 22Costa Rica 	 3 
1 10 20 30 40
Chile 


Dominican Republic 2 6 .5 20 25 30
 
55Ecuador 	 26 32 37 42 47 

Guatemala 1 10 20 30 	 40 
25Panama 2 	 6 ]2 18 21 

Paragum y 	 1 10 20 30 40 
1 10 20 30 40Peru 
1 5 10 15 20Uniguay 

El. Salvador 9 21 25 30 35 40 
1 10 20 30 40Venezuela 

Honduras 1 .0 15 20 25 
Nicaragun 1 10 15 20 25 

The estimated field time necessary to carry out this program and
 

realize these goals appears on the following page.
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DAPC--Man Days Per Country Per Year
 

Country 1970 1971 
 1972 1973 1974 1975
 

Bolivia 25 64 60 60 
 36 15
 
Brazil 20 64 60 60 36 
 15

Colombia 45 36 44 44 36 15
 
Costa Rica 25 40 40 30 
 36 5
 
Chile 35 36 40 45 
 36 15
 
Dominican Republic 30 52 48 45 36 5
 
Ecuador 25 42 
 42 42 36 15
 
El Salvador 25 30 30 30 
 36 5
 
Guatemala 20 36 36 36 36 
 10
 
Panama 20 35 35 35 36 5 
Paraguay 40 45 4 50 36 15 
Peru 35 35 35 40 36 15

Uruguay 25 45 45 
 45 36 5
 
Venezuela 35 45 45 
 45 36 15
 
Honduras 20 35 35 35 36 
 5
 
Nicaragua 20 35 35 32 36 5 

Totals 425 675 675 672 
 564 165
 

No. of men required 2- 4 4 34 1 
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D. AID Inputs:
 

To successfully carry out the program outlined in this section
 
would require the full-time activities of four DAPC specialists. 'iBo
 
of these, the director and one staff member, ar6 currently on board.
 
This expanded program provides for two additional staff members -
either U.S. or third country - one of whom would be a trained farm 
management specialist, and the other a rural credit,specialist. Each of
 
these four men would spend a minimum of 170 mandays per year in the field, 
,providing on-the-scene technical assistance to ensure the success of the
 
DAPC programs. They would coordinate their activities closely with agri
cultural extensionists, other credit institutions within the host coun
tries, host country governmental agencies concerned with rural develop
ment, and local and national credit union leadership. The program budget

for this component of the regional credit union strategy over the five
year life of the project would be $536,500 of which TI22,750 would be 
for the mlaries and travel expenses of the four DAPC technicians.
 
(See Appendix A).
 

III. Training 

A. Current Situation: 

Thougi both the IAPC and COFAC programs contain the particulnr train
ing inputs related to the success of their own programs, the responsibility
for developing a sufficiently lnrge pool of trained managers to direct and 
operate the 5,500 or.-jected credit unions, and for developing the set of 
attitudles necessa.y for a working credit union insystci each comntry
 
rests primarily with the trtining component of the 1ARO project In
 
Latin America. 

At the present time there are 2,729 local credit unions in latin 
America. In order for these credit unions to operate properly, ench one 
needs a mininuin of twelve volunteer leaders, so there are approximately
32,750 local credit union leaders in latin America. By 1975, it is 
estimnted that there will be 5,500 local credit unions, which means that 
66,000 vfoliu .er leaders ,nd mr.ger,; will be n.ecued to opeli-te the credit 
unions. Cons ider-ug the high) turnover rate for these volunteer leaders 
(one-hal? (er-y t>:: nd a ]alf years), we can estimate that by 1975 there 
will Lv:ic. be'en near.]y 150,000 local leader;. I-lost of these leaders will 
be re -Aivel.y un-I 111ed( .1r.'on cming out of tht locarl credit unions 
themselves' . To %6uati.telyrnirmge their locail crediLt ul.ons, virtually
all of them will. il.ne(i soie i'orin of' nanageount training. 

The current training capabilities of the federations are inadequate
to meet this demand and provide adequate training. Only half of the fed
erations have at l.cast one person assigned to education and training 
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activities. 
Normally this person carries the full training load himself.

At the present time, the fifteen CUNA/AID countries in Latin America
 
can only provide training to some 5,000 volunteer leaders and elected
 
officials per year, a rate far below the anticipated need.
 

Moreover, the education and training programs that do exist do not
provide the technical training needed to run the movement. 
Most of the
educational programs deal primarily with the philosophy and doctrine of

the credit union movement, its origins and its accomplishments to date.

Most of the training programs are geared to explaining the accountingsystem and the duties and responsibilities of the various committees that
 
make up the credit union.
 

B. Objectives of the Regional Project:
 

1. Strengthen the service capabilities of the Latin American federations in training and education programming to increase their effective
ness in training local credit union leaders, and to provide the federations

with an education program that has high probability of becoming truly
national, continuous and self-supporting.
 

2. Provide direct training to 1,200 instructors who will carry out 
the training on a local level. 

3. Provide indirect basic training in credit union management techniques to nearly 65,000 local credit union leaders, to increase their abili
ties to competently manage credit unions. 

4. Provide indirect intermediate level training to 4,500 local and 
federation leaders.
 

5. Provide direct advanced training to 800 local and federation 

leaders.
 

6. As a result of the above:
 

a) Substantially strengthen the managerial capabilities 
of credit unions in Latin America. 

b) Develop credit union, leaders who arc national in their 
thinking, capruble of problein-so.ving and hnown to the 
credit unions in their country. 

c) Change local atLltude2 toward the iiivol.venent and use 
of credit unions within the national economy; guide them
toward unified participation in national economic planning
and toward serving as a spokesman for their members when
ever government action might affect them.
 



besiv trini ng gr m e 

IT'n iesY erl nX970 as"Possi I. rfie 1' e aoutro mbaCostaU-ca, and al vor eea n

because i each 
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they oii~d 'be, easiest. towr-ih and the pr'o couldb
.am uimnmediately,~ Also,, the background work i.n each of~ these counftries@ hasalready een acomplished. 1X 1971, t riziing programs would~ be exctene

toChile,~Gatemal)araguayadHnua;ad;i 92ad;L7:ot
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federations~an requested... 
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The process for establishing a stable program of training ina
 
country would4 be as follro: IARiO, responding to a request froms that
country's fedeiration, would begin to help the federation oatablish the
administrative structure necessary for est*blishing the training. Weii
Would require the federation to select a person who would ze"tln,in the j~position for several yearn to oversee the admInistration of the triningprogram and to head the instruction of teachers. Tits person wouldprobably have to be subsidized during the two years of the intensiVe 
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hOWeverj will actually be carried out by. the loa portin ndth J
~' 

' 

cation depa~rtment of the federation. Ths Iit4~ jui uto t 
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Training - Indays Per Year Per Country 

;ountry 1970 1971 1972 1973 1974 1975 

Bolivia 45 25 5 5 5 5
 
Colombia 45 25 5 5 5 
 5
 
Costa Rica 45 25 5 5 5 
 5
 
Ecuador 45 25 5 5 5 5 
El Salvador 45 25 5 5 5 5. 
Chile 5 45 25 10 5 5 
Guatemala 5 45 25 10 5 5 
Paraguay 5 45 25 10 5 5 
Honduras 5 45 25 10 5 5 
Peru 3 5 45 25 10 5 
Venezuela 3 5 45 25 10 5
 
Panama 
 3 5 45 25 10 5 
Brazil 3 5 45 25 10 5 
Uruguay 2 3 5 45 25 10 
Nicaragua 2 3 5 45 25 10 

Dominican Republic)
 
Mexico ) limited technical assistance as requested
 
Argentina )
 

Number of Mandays 261 331 315 255 135 85
 

Number of U.S., 2 3 3 2 2 1 
Puerto Rican or 3rd 
country technicians
 
required
 

In addition to these totals, the LARO technicians would be spending an additional 900 mandays

during the five-year life of this project in the field conducting the advanced training courses.
 



course lasts for six weeks, and is closely supervised and directed by
 
LARO. Both LARO and local personnel (though mainly IARO in this first 
session) conduct the actual classes. The course is designed to give
 
the instructors indepth training in credit union accounting, functions 
of committees within the local credit union and techniques for making
 
them function, collection procedures, and management skills. Twenty
 
instructors will be trained in this first session, of which five will
 
probably not finish, or be unsuited for teaching. Each instructor will
 
be taught one specialty and two sub-specialties which they will be able
 
to teach to local credit union leaders.
 

While these instructors are receiving their instruction, the
 
federation makes arrangements for the initial classes they are to teach.
 
This involves determining what subjects the individual credit unions
 
need, and prograimning the instructors to be able to provide these sub
jects. Imnediately after the six-weeks session, the instructors begin 
to teach the local credit union leaders. The local sessions normally
 
run for two weeks, after working hours, anrl it should be possible for 
these fifteen instructors to conduct a minimum of 40 sessions during the 
first year, working in teams of three. This means that, if thirty credit 
union leaders attend each session, the program should bc able to reach 
at least 1,200 local credit union leaders in the first year, with a 
basic course in mranagement techniques. Of these, about 90 would be 
encournaged to take a more intensive inte iLcdiatc course, and of these, 
appro.:brntely 30 wil. tike an advanced course. 

At the end of ten months, a second training session for instructors 
rwill be conducted, and twenty more ins-tructors,; tiiined, with about five 
not. being suited for t.adiing. At this point, the original fifteen 
teachers lii.l be droppcd fro-[ the active teSchng 3ist, though they will 
be available for special teaching as:,ignments and will assist with 
training the new instructors. During the first two years of intensive 
IARO activity in the country, four of thcsc instructor training sessions 
will be held, with the TARO input in each (es:iunbecominig less and less. 
The better instructors will be encouraged to rcora-in active in thc 
instructor-training sessions and in the intermedinte and advanced courses. 
During the second year :in any country, the program should be able to 
rech 1,1500 loct.l lcadcr,: with the lj.Lsic course, zp:r'oXiTE?1tCly 100 with 
the intermcd:datc.eourse, ar-d another 30 with the advanced course. 

If' thi's progran is carried out as outlincd over the five-year life 
of the projcet, it should be able to wake a sji,.nificant iipnpct on the 
leuadership and mana gemen t canjabli.tics of the Lwtin American credit unions. 
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How the training capabilities of this program relate to the anticipated

needs of the credit union movement can be seen below:
 

Anticipated Number Number of 
 Number who will
 
Country, of credit unions local leaders receive training
 

Bolivia. 376 
 11, 280 6,000
Colombia 
 700 21,000 10,000

Costa Rica 
 249 7,470 4,000
Ecuador 1 414 
 12,420 6,oo

El Salvador 151 
 4,530 2,000
 
Chile 
 305 9,150 5,000

Guatemala 
 178 5,340 3,000

Paraguay 
 125 3,750 3,000

Honduras 
 141 4,230 2,000

Peru 
 707 21,210 10,000

Venezuela 
 273 8,190 4,000

Panama 
 196 5,880 2,500
 
Brazil 
 226. 6,780 3,000

Uruguay 114 
 3,420 2,000

Nicaragua 148 
 4,440 2,000
 
Dominican Republic )

Mexico ) Assistance will be given as requested.
 
Argentina )
 

Thus, this training program should be able to provide basi.c credit 
union training to almost half of the local credit union leaders. In
 
addition, some 7,500 of these local leaders should hsve received inter
mediate-level training as a result of this program, and anothe,. 1,500

sho'uld have receivcd advanced credit union training. Just as important,

however, will be the instructors themselves. In the cases of Bolivia,

Colombia, Ecuador, Costa Rica, and El Salvador, this will mean at least 
150 men who will have received intensive instruction in credit union
 
•techlniques, and who will have had extensive experience in teaching these 
techniques. These men will. be highly skilled, and will be very important 
to the success of the credit unions in these countries. 

In addition 'to establishing -the training programs within the national
federatlons, the IARO training technicians will be involved in three 
complementary actlvitics: 

1. CorresPuondcnce Course. The most active and well-supported
training programs at all levels cannot and will not reach all those who 
want and need training. Through a correspondence course, the functional
 
training courses will be made available for administration by the national 
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country. This will enable the federation to reach
federation in each 

people with its training programs.more 

a small. pamphlet to be dis
2.. Management Tips. This will be 

tributed to participants in the management training courses, and to 
a con

those who take the correspondence courses. It will serve as 

stant reference source for local credit union leaders.
 

The LARO training technicians will help
3. Management Surveys. 

the national federations study the strengths and weaknesses 
of their 

local movement, and help them plan their training 
strategy to overcome
 

the weaknesses.
 

D. AID Inputs:
 

To carry out this program will require the full-time 
services of 

three U.S. or third country national training technicians. 
One of these, 

-une expanded program, two the director, is already.on board, so undc. 

Each of these technicians would spend a
 new men would have to be added. 


minimum of 170 mandays per year in the field, helping to establish 
the
 

overall training programs and backstopping them, teaching und working
 

directly with the advanced courses, and helping the 
federations plan
 

The total cost of this component of the overtheir national programs. 

all CUNA/AID program for the five-year life of the program would be
 

(See Appendix A.).
$,40l,250. 

nsuranceUrban Consolidat ion, and
IV. 1Annapiriemcnt Improvement, 

This component of CUA/AID strategy is intended to provide two 

the Latin American federations: first, it helps to spot
services to 

federations to plan strat
weaknesses in the movement and works with the 

and second, it introduces bonding
for overcoming those weaknesses;egies strengthenthe federations, which will help

and insurance programs to 

the movement financially. It involves three ,Ipecific element,-:
 

are carried out by two
A. Federation Surveys. Tlhcsc surveys 

l.eaders of the federation, and are 
LARO technicians in coordination--with 
de.signed to evaluate past perforicTnnec in growtth, penetration, services, 

finznce: and manigement, training and legis
structure, admini.-tration, federathat are noticed alre taken up with the
ation. Any mnses 

for overcoming the problems
tion, and together strategies and techniques 

are worked out. The actual implementation of the 
and shortcomings 
corrections are the sole responsibility of the federation.
 

http:already.on
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To date IARO has conducted such studies in Colombia, El Salvador,

Nicaragua, Honduras, and Costa Rica. 
 During the five-year life of this
 
project, the survey will be repeated in these five countries, conducted
 
once in Panama and Paraguay, and carried out twice in the remaining

countries. 
Each survey requires the work of one man for six to eight

weeks, including preparation of a final written report in Spanish. 
It
 
is estimated that such studies will be carried out in the following

countries during the next five years:
 

1970 -- Peru, Venezuela, Bolivia, Ecundor 

1971 -- Guatemala, Chile, Brazil, Mexico, Dominican Republic 

1972 -- Costa Rica, Panama, El Salvador, Honduras, Nicaragua, 
Colombia 

1973 -- Paraguay, Peru, Venezuela, Brazil, Bolivia 

1974 -- Ecuador, Guatemala, Chile, Mexico, Dominican Republic 

B. Urban Consolidation. 
One of the major problems confronting
thE credit union movement, particularly in the urban areas, is that 
many of them do not have a sufficiently large membership or capital base 
to become strong units. Through this part of the CUNA/AID strategy,
IARO will work close.ly with the federations and local credit unions,
trying to consolidatc the smaller, inefficient credit intounions larger, 
more vJ ble units. The principal example that will be ust-d as a model 
to work toward is the Santa Elisa Credit Union in whichPeru, Lerves 
over 100,000 members and has assets in excess of US $10 million. 

To carry out its part of this program, LARO will conduct detailed
studies in the countries where such consolidations are deemed possible,
analyze the local conditions and circumsta:nces, prepare (with the 
leaders of the federations) plans for consolidation and other related 
reforms, and help to i-wplement them. Ench study of this type takes
about four weeks, includIng the preparation of the report in Spulni-sh
and the follow-up work in the countTy. It is anticipated that such 
studies will be carried out in the folowing countries: 

3.970 -- Co.s;t eia, Chile 

1971 -- TBhuana and El Salvador 

1972 -- Mexico, Dominican Republic 

1973 -- El Salvador, Ecuador 

1974 -- Guatemala, Bolivia, Honduras 

http:close.ly
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C. Insurance Services. Insurance is a rather severe problem in
the developing countries, and the lack of insurance could hurt the credit
union movement. Basically, this element of CUIDI/AID strategy would pro
vide technical assistance to the national federations to help them estab
lish two types of insurance protection.
 

1. Loan Protection and Life Savings Insurance. This type of
insurance is essential to the credit unions, for it 
 assures that outstanding loans will be paid off in the event of the death of the borrower.

Such insurance protects the credit union, and protects the savings of
the other members of the credit union in the event of the death of one or more

of the members. To date only five federations have such programs
Peru, Bolivia, Ecuador, Honduras, and Chile. 
In the other countries there

is either no insurance at all, or partial, expensive insurance which isprovided by foreign companies or mutuals. IARO will conduct feasibility

studies in each of the other countries, prepare working plans and programsfor establishing such programs, and provide technical assistance for theirestablishmcnt and implementation. Each s,--.' . will require from six toeight wee]:s to conduct and prepare a report and plan of action for thefederations. It is estimated that these surveys will be condicted on the
following basis during the next five years: 

1970 -- Venezuela, Mexico 

197]. -- Brazil, Guatewila 

1972 -- El Salvador, Thnara 

1973 -- Nicaraguf, Costa Rica 

19711. -- Phraguay, Dominican Republic 

2. Bond Insurance. IARO will provide technical assistance to thefederations to help them develop bonding insurance programs for credit
union moanacr.; aind directors. Eternal financial afsistance to these programs will be provided through CUNA International' Stabilization
Program. Uirough ,;uch bonding, the management of local crcdit unions 
shouldI bu s1b1,ntn1]y r)roved. 

To carry out the progrm outlined in this section will require theful].tJm,, f(,t-_ivil,Jes of tiwo ARO technicians, both of whom are already onboard. Tmc totu.l -.rrogram budget for th1,.;e a cLivities *is .',30-,500. 

V. Publica-tions 

The expanded regional project in the areas of DAPC, COFAC, andTraining, will place greater burdena on the IARO publication facilities, 



which at the present time are liiited by iniadequate-'eq-uipment. &nd asmall staff. Folding and binding must be sent out or done by hand andphotomechanic work must be sent out to a commercial establishment, both
of which result in lost time and excessive expenses. During 1968 and
1969 the average work day for the publications department was 10 hours
and 45 minutes, and often the department had to operate seven days a

week in order to meet program deadlines.
 

The greatest percentage of the anticipated increased load on the
publications department will result from the expanded training program.
It will require rather large quantities of training manuals, textbooks,
and other printed supplies. The publication "Management Tips" will
have to be available to most, If not all, of the local credit union
leaders who receive basic training. 
DAPC will create the second largest
new demand on the publications department, as 
instruction and reference
manuals will be needed for federationi technicians and to reinforce the
training received by local EAPC leaders and managers.
 

To bring the publications department up to a level where it will beable to meet this increased demand requires the acquisition of certain
 
key pieces of equipment:
 

1. HARRIS Offset Press 125, paper size 19 x 25" 17,500.00
printing capacity 18-x 2 
-


2. BROWN Developing Sink and Washer Viuver with 1,597.00
 
tempe -ture control unit. 

3. C:L[,
EGE YI*er Cutter Morlel 370 EVi with power 7,500.00
hackage and 3'(" capacity. 

4. NuARC Plnteminrier Model F'I1.6, 23 x 27" 850.00
 

5. BOSTITCH Wire stitcher Model 7 1,200.00
 

6. 01EGA D3 En.larger and accessories 650.00
 

7. Util.t Ctter .18 x 20" 30.00
 

8. Shelve:; for Iper storage 500.00
 

9. StripoiarITIbie (locally mnide) 150.00
 

10. Dr.fting Table and Stool 450.00
 

11. Photographic headliner 420.00
 

http:1,200.00
http:7,500.00
http:1,597.00
http:17,500.00
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Since these publications do not reach the local memberships, it is
 
felt that there is a need for a publication directed toward the members
 
themselves, and addressed to their needs. 
 This proposed publication
 
would be modeled after Everybody's Money, which is distributed to some
 
two million credit union members in the United States. The purpose of
 
this magazine would be to educate the local credit union member: 
in
 
various aspects of personal credit and finance, to stimulate his interest
 
in a range of issues that affect his life, both as a person and as a
 
credit union member, and to encourage him toward greater participation
 
in the affairs of his local credit union. In short, the purpose of the
 
publication is to increase the awareness of the credit union members
 
themselves in the vital issues affecting their lives 
so that they will
 
become greater participants in the democratic processes that their credit
 
unions permit.
 

Like Everybody's Money, this publication would touch on a wide range
 
of issues thnt are relevant to credit rnion members. Tips on credit and
 
savings, uses of money, insurance, and related legislation could be
 
accompanied by comments on nutrition, education, family plaming and other 
issues of popular civic pirticipation. Because the potential leadership 
of such a mgazine reaches into the millions, and because it will reach 
an audience that is Jargely unreached by other types of inforiliLional 
literature, the potential impact of this magazine on the form-ition of a 
]arge, mobilized, and participating democratic interest group is enormnous. 

Projected Penetration: 

The present potnt:iail market for this mgazine is close to 1,000,000 
coes per Jssue. This is a market that ',ould grow as the credit union 
moiement itself grows. It is estimated that within the first two years,
this publication will actually be reaching between 1/12 and 1/6 of this 
total. 

.Distribution:
 

The magazine will be sold in bulk quantities to the credit union
federatjon:;, wii-Ich will disHtribute it to the local credit unions for 
ultimate distribution to the membership. By such bulk distribution, LARO 
will be able to keep distribution costs to a minimum. 

Printing:
 

The press requirements for this publication exceed the facilities,
either present or planned, of the CUNA/LARO publications department. 
As a result, the magazine will be published by an outside firm, possibly 
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the '"ditoraIntercontinental, S.A.", a company established by TIME LIFE,
Inc. for the publication of TIME mgazine in Latin America. 
This outfit
has the high speed multi-color web press that the printing of this magazine would require. 
 Graphic design and layout will be handled through
the existing facilities of IARO.
 

Staff:
 

This new publication would require an additional three staff members
and two local secretaries, as follows:
 

1. 	Editor --
either U.S. or third country who would be qualified,
both journalisticaly and linguistically, to direct the publication.
The editor would be in charge of the overall plans and content of the
publication.
 

2. Writer -- third coun;-ry 	-- to assist the 	editor in reviewing
credit union publications, adapting rele ,nG articles for publication in
Latin America, and developing special articles based on contemporary
Latin American conditions and experiences.
 

3. Business Manager -- thiy1l country .-- to assist the editor inall matters of finance related 
to publications, advertising and sales.
 

4. Secretaries (2) --
local.
 

Budget and Financing:
 

The budget for th:Is new publicat:!on would be $150,250 for the first
two yearfs, and. $63,500 for ouch year thereafter.
$50,000 would 	be 

Of the initial. $150,250,one-time costs associated w:.thmao-zine, and 	 the establishmentwould not be re.,i.ted 	 of thein subsequent 	years.AID would not 	be The cost tothis high, however,
income from 	

for the n igazine would producetwo sources which will lead rapidly toIn 	 its sClf-sufficicncy.the firi;t place, the magazine would be soldcost 	 to the federationsof 25i per member per year. 	 at aThis should coverdistributing 	 the basic coststhe ngnzine. 	 ofThe mn souxce of incometion 1ould be 	 iJr- for this publicatnon,,l ndvcrti,
the mangzne 	 and 'prox.:ip:'teiy one-fourLhwouTd consist 	 ofof hdvertising. Duringwould be no net income from 	 the first year therethis publication, butindicate ti,:,t 	in 

current market projectionsthe followii, ycrir-z the mfifgazine can reach the 	 followinggoals :
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Total Credit 
 Number Income
Year Union Member- % Penetration distributed realized
 
ship
 

1970 1,000,000 

1971 1,352,000 
 8.3 112,500 14,075
 

1972 1,757,000 
 16.6 292,832 40,650
 

1973 2,284.,000 16.6 380,668 95,100 

1974 3,000,000 
 16.6 500,000 125,000
 

It should be noted that at no time does this projected penetration
exceed one sixth of the total credit union membership, though in reality it1"s felt that the ingazine will be able to achieve a much greasVer pene
tration. This has been done to ,;how that even if the growth in total creditunion membership does not keep up with these projections, the ingazine will
still be a icasibl.e economic unit. 

As thc-w.e projection,; ,how,own the iingfzin( .;hould be cortributinri tosupport by thc second year, and by the Jts1'oucth ycar it ':hould be tot'a31y 
self-suppcrting. At, thut time, ndclitionl]. rcvenu..:; froir the sa.1 of thispublication, and fr m the ;fale oP advert]sint wou.ld be us-ed tc subsIdizethe gencra. publications budget of LARO, reducing the AID inputs In this 
area. 
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CONCLUSIONS
 

The most.relevant question at this point is: "With this project,
 
its inputs and activities, what will we have accomplished?" It is
 
impractical to say that we will have established fifteen fully self
supporting credit union systems: as was pointed out earlier, it took
 
the U.S. credit union movement over thirty years to become self-supporting.
 
Nor will the credit union movement have achieved its potential penetration
 
or its maximum economic impact. In these areas the credit union movement
 
wil.l just be beginning. What, then, can we expect as the result of -this 
project? 

1. We can expect to have over 5,000 local credit unions serving
 
ne .rly 3,000,000 members. 

2. These credit unions should have assets of over $300,000,000,
 
and should. have extended over *800,000,000 in credit to their members. 

3. In at least six countries (Bolivia, Ecuador, Costa Rica, Colombia, 
Partana, irid maybe Pern) the national federations should be virtually 
self-supporting--that is, they shold be providing adequate services to 
their member credit unions, paid for entirely from income generated inter
nally within the credit union movement. 

4;. In At lTea t four other couritriet; the COFAC systems should be 
self-supporting and begin ing to provide alditional income to the national 
federations. 

5. Pherc should be at least 600 rural credit unions operating 
Directed A ricult.rral Production Credit programs, and the federations 
should have both the financial and technical resources to expand this 
program Lo other rural credit unions. 

6. Over 6,00 local credit union leaders should have received 
at le asL, b'n:ic cre-d: uLiori leridership treiiling as a direct result, of this 
project. Of theso, aoiner 7, 50 should have received iltermediute-level 
trai.rin-. and u(iote1- 1,5O should nave reccived !advanced training. 
Moreov(-Y, the iom.L should have adequateVlflt fedrerations developed trainlin , 
pr'o; rarr; to meet Y'.lire demandc. 

. Decaunc of te Lrainin'-, DAPC, COFAC, and managemeut improvement 
activities of the LAtRO project, the technical and organizational skills 
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of credit union leaders in all fifteen countries should be significantly
 
increased, to the point that they will have relatively little need foi
 
external technical assistance of the type that this project is designed
 
to provide.
 

8. Te credit unions, and the credit union movements should, by
 
1975, be beginning to exert significant pressure in Latin America as
 
interest groups representing the lower socio-economic classes. The experi
ences in the local credit unions and the learning processes involved should
 
help to orient the members toward a more active participation in the
 
political and social processes of the respective countries.
 

9. Perhapn- most important, however, is that the accomplishments
of the LARO program should have eliminated the need for a regional project.
Earlier it was pointed out that a regional project was feasible only when 
there was a fairly ho'.of;eneous problem that could he approached with a 
fairly homogencous sct of' techniques. If this project is successfiUl. Jin 
achieving its stated goils, this condition slhould not exist in Latin 
America in 1975. Tihe particular iproblems that remain should vary ,,reatly
from country to country. In most casc,; thcrc shr)uld only I- a nced 
for financial support; the techn.cal skills should -ircudy be present. In 
this situation, a rerJonal project is not a f'easible wn.y to attack the 
problems. 14 ission-.cvl,!or short-term assistance would be more effic ient 
ways of dealing Wit.h the particular problems Lhat remained, arid the regional 
project could and should be phased out, 
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Program Budget 
Training 

1970 1071 1972 1973 1974 1975 Totals 

Salaries an 2.loances 
Chief' 
Educational Technician 
Educaticnal Technician 
Secretary 

Subtotals 

30,000 
6,000 
6,000 
3,500 

45,500 

30,000 
12,500 
12,500 
3,500 

58,500 

30,000 
12,500 
12,500 
3,500 

58,500 

30,000 
12,500 
6,000 
3,500 

52,000 

30,000 
12,500 

3,500 
46,00 

15,000 

1750 
16,750 277,250 

Travel and Per Diem 
Relocation c%Home Leave 
Technicians? Travel 

Suototals 

6,000 
11,000 
17,000 

20,000 
20,000 

4,000 
20 000 
24,000 

4,ooo 
16,000 
20,000 

2,000 
10,000 
12,000 

2,000 
5,000 
7,000 100,0OO 

Other Expenses 
Equipment 
Materials 

Subtotals 

2,000 
5,000 
7,000 

500 
5,000 
5,500 

500 
5,000 
5,500 

500 
3,000 
3,500 

2,000 
2,000 

500 
500 24,000 

Totals 69,500 84,o00 88,000 75,500 60,000 24,250 401,250 



Program Budget 
Management m.provement 

1970 1971 1972 1973 1974 1975 Totals 

Salaries and Alloi-ances 
Chief' 
Technician 
Secretary 
Subtotal Subtotals 

22.000 
19,000 
3,500 

44,5r0 

22,000 
19.000 
3.500 

4 

22,000 
19,000 
3,500 

44,500 

22,000 
19,000 
3 

44,500 

22,000 
10,000 
3,500 

35,500 

11,000 

1,750 
12,750 226,250 

Travel and Per Diem 
Relocation & Home Leave 
Technicians' Travel 

Subtotals 

4,000 
12,000 

16,000 
12,000 
12,000 

4,00 

12,000 

1 
12,000 

12,000 

2,000 

82000 
10,000 

2,000 

3,000 

5,000 732000 

Other Expenses 
Materials 1,000 500 500 500 500 250 3,250 

Totals 61,500 57,000 61,000 57,000 4-8,000 17,000 302,500 
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Program Budget 
New Publications 

Salaries anc! A1lowances 
Editor 
Writer 
Business anag-
Secretaries (2) 

Sbtotals 

1970 

12,500 
3,750 
h, 000 
3,500 

23,750 

1971 

25,000 
7,500 
8,000 
7,000 

47, 

1972 

25,000 
7,500 
8000 
7.000 

500 

1973 

25,000 
7,500 
8,000 
7,000 

47,500 

1974 

25,000 
7,500 
8,000 
7 000 

1975 Totals 

213,750 

Travel and Per Diem 
Relocat ion & Home Leave 
Travel 

Subtotals 

2,000 
6.000 6,o00 

6,000 

2,000 
6.000 6.00o 

6 

2,000 
6.000 

36,000 

Other Expenses 
Development 
Supplies and Materials 
Less Income 

Subtotals 

20,000 
5,000 

25,0D 

30,000 
10,000 

.(14.o75) 
25,925 

10,000 
(4o,650) 
29,350 

10,000 
(95,100) 
85,900 

10,000 
(125,000) 
115,000 (178,525) 

TOTALS 56,750 79,425 24,850 (31,600) (59,500) 71,225 
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