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ISSUES FROM JOINT CUNA/CDS PLANNING SESSION

that will arise in the PHA Review of Task
Order # 1.CUNA (Credit Union NaZional As-
sociation)

ISSUE I: How can AID streamline its support for.the development of
crecit union institutions in LDCs? Four alternative mo-
dels should be considered. PHA should decidz what ef-
forts it wants to make.

BACKGROUND

CUNA finds fragmented contracting process cumbersome and costly, and
asks AID to consider a single grant for credit union development in
LDCs to be managed as an integrated progran without the necessity of
regional contracting.

What kind of administrative structure makes the most sense? Four

basic models appear plausible for the AID/CUNA relationship: (a)

the USAID-centered model; (b) the CDS-centered model; (c) the,CDS-
launching model; and (d) the CUNA-centered model.

AID's support to LDC crecit unions is varied. CUNA and LDC organiza-
tions assisted by CUNA expect to receive approximately $1,167,187.00
from AID in 1972 through T.0. # 1, four other task orders {COLAC, El
Salvador, Honduras, and Laos), one USAID contract (Paraguay), and one
grant (ACOSCA). Another grant is under consideration for WCCU.

AID policies enunciated during reorganization are consistent with a
simplified relationship with AID; AID policy favors more responsibili-
ty to non-government organizations, centralizing contracting and sup-
port functions, reducing official presence abroad, "sectoral program-
ming", emphasis on meeting basic human needs, and concentration on
agriculture in many LDCs.


http:1,167,187.00

a.

The USAID-Centered Model describes the status quo today and
before AID reorganization. Normally country programs are
developed and resources allocated for each LDC by a USAID
Mission; multi-national projects are managed by the Regional
Bureau.

CUNA is a contractor with proven competence in credit union
developiment and is likely to receive contracts from several USAIDs
and Bureaus with different needs -nd with moderate interdependence
between country and regional programs. Consequently, AID finds

it convenient to help CUNA organize its ability to respond to
USAID and Bureau needs as tasks are generated from AID's de-
centralized operating offices. Task Order # 1 supports the
organized "responde capability" and is supervised by CDS.

Its success is measured by how efficiently and effectively

it responds to requests initiated from operating offices.

CDS and CUNA's Lashington office also administer activities

that related to credit unions in LDCs but fall outside the
spheres. of responsibility of other operating offices.

In the USAID-centered model attention is focused on allo-
cation of resources within the USAID or within a regional
bureau. Subsiaizing CUNA feasibility studies ¢r the home
office support for CUNA teams at the USAIDs is perceived by
some AID planners to circumvent the discipline of resource
allocation by the operating office. At worst it would al-
so encourage marginal credit union projects at the expense
of other kinds of projects that lack the benefit of a patron
to subsidize their planning and home office support. This
is the rationale for user assessments to allocate T.0. # 1
costs to USAIDs and regional Bureaus. An argument for
subsidizing credit union programs might be that credit unions
have special merit that is systematically undervalued by
USAIDs and Bureaus, when compared to alternative projects.
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Analogies are always ‘imperfect but in the USAID-centerad
model, the role of CDS is comparable to the Office of
International Training, or the Office of Procurement; CUNA
comparable to a university with a 211(d) grant providing
services in response to USAID requests. No one seriously
considers asking OIT which participants should get train-
ing, or asking procurement where the commcdities should be
sent.

The CDS-Centered Model would probably imply CDS developing a

"sector program" for cooperative development with a strategy
tor rational allocation of resources worldwide to optimize
development of cooperatives (including credit unions) in the
LDCs. Ideally, there would also be earmarked funds. Offices
that function somewhat in this fashion include Public Safety,
Population, and Food for Peace.

The CDS-Launching Model. As a variant on *he CDS model, CDS

could take responsibility for setting priorities, guidelines,
and strategy for cooperative development but abstain from
operational projects. It might carry out planning, experi-
ments, evaluations, and other activities to induce other
operating offices to support sound credit union projects for
LDCs. These activities might even include subsidies to pilot
projects on innovative project designs which merit the sup-
port of research funds.

CDS would usc its own staff and CUNA as its instruments to im-
plement planning, research, and evaluation. It would probably
decline involvement in operational credit union projects by
other operating offices except to learn from them and ensure
transfer of experience elsewhere. CDS's central funding through
the "launching stage" and decentralized funding during the
operational stage would be plausible. "User assessments" for
project development would be dysfunctional in the CDS launching



model because they would systematically discourage operating
offices from implementing the projects CDS recommended.

The CUNA-Centered Model would emphasize the autonomy of

the contractor (or grantee) operating credit union programs
in LDCs. The autonomous program is doing a task that AID
wishes to foster; perhaps AID would like to accelerate its
impact in specific countries, for specific groups (like low
income rural residents in L.A.) or for specific purposes
(production credit rather than consumption). The autonomous
credit union program would establish its own priorities and
programs and would negotiaie for AID support in those areas
where AID objectives overlapped the autonomous program.

CDS might direct or delegate as much discretion as it wished
in dealing with an autonomous program for credit union develop-
ment by moduiating the criteria it uses for approval of grants
and contracts. CDS would expect one or more applications for
assistance (CUNA, WCCU, COLAC, and ACOSCA or any combination
that might apply) and CDS would provide assistance through
grants or contracts after consultations as necessary with
other offices in AID. Grants or contracts need not be vague;
funds can be provided based on planning, management process,
and evaluation requirements, and evun earmarked for specific
uses with reports on utilization and impact if AID desires.
The sanction for inefficient use would be denial of part

or all of AID's funds in succeeding years.

The CUNA-centered model might be compared to U.S. support to
International Agencies (UNDP, WHO, OAS, IADB) or projects
financed through loans to LDCs (e.g., a loan to National
Bank, Costa Rica that was used to make loans to cooperatives
and also to pay for TA from a U.S. contractor). There is
ample precedent for this type of relationship at DHEW and
other domestic federal agencies.



CDS would become a Tiaison or coordinator in the CUNA-centered
model. It would absorb the complications of dealing with the
other AID operating offices as much as possible. Ideally, there
would be one major transaction per year between AID and the CUNA
program for all on-going activities. New activities would be
initiated at any time and renewed together with the "master
contract." There might be no task orders in this model, only

a defirition of tasks to be achieved, approved activities, and
amendments as required. CUNA can support its own technicians
without dependence on support from shrinking USAID Missions.
Many variants on the model can be imagined but have not been
worked out yet.

The alternative models for streamlining AID azsistance to credit unions
have not been worked out in detail. The issue for PHA and CDS now is
to consider the obvious implications of each model and decide if any
models merit development in detail, what important problems would have
to be resolved, and who will be responsible for the necessary work.

RECOMMENDATION Lo(- o brbes .
- & e th S veusf da %7 “"éé’ o

}ed
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CDS, CUNA, and the other operating offices will develop a position
paper on streamlining AID's support to credit union development in
LDC's. The PHA review should yield questions of concern to PHA and
PVC management to be answered in the position paper.

ALTERNATIVE A

Abandon efforts to streamline AID support along the indicated lines
if the review suggests the probable benefits are unlikely to justify
further analysis.



ISSUE II: What groups in the LDCs will Benefit from the CUNA
Program?

EACKGROUND

A credit union program in LDCs can be designed for many different tar-
get groups. CUNA's DAPC (Directed Agricultural Production Credit)
Program is proving successful in certain Latin American countries. The
small scale farmers who a:e the prime targets for DAPC in the rural
credit unions, rather than the poorest campesinos, can make best use of
production oriented credit. Credit unions also have worked in urban
areas in LDCs and are important for providing financial support and
leadership to self-sufficient national federations of credit unions.

In the past, some USAIDs had been interested in urban credit unions;
the L.A. and Africa Bureaus currently emphasize the use of credit
unions for rural development. CUNA wants to keep its options open.

RECOMMENDATION

CDS supports the CUNA appraoch of emphasizing the development of enough
credit union activity to support a vigorous self-sufficient national
federation providing financial and other services to member credit
unions. This will mean serving all classes of LDC residents who can
benefit from production-oriented credit from credit unions rather than
focusing exclusively on low-income rural residents.

ALTERNATIVE A

CDS serves as an expert but neutral party that can mediate differences
in judgment between CUNA and other offices as to the type of services
that should be rendered. CDS would bring a breadth of verspective and
would develop factual material on credit union experience in LDCs to
help resolve disagreements.



ISSUE III: What Tasks in the CUNA T.0. # 1 Plan Merit Comment?
BACKGROUND

CUNA's.T.0, # 1 budget of $139,494 in 1972 is used for "support for
on-going AID projects" (59 per cent of the budget! and "development
of new and expanded CU projects" financed by AID and other sources
(41 per cent of the budget).

CUNA proposes to include the following among its T.0. # 1 tasks in
FY 1973 and FY 1974.

1. Continue "on-going support” for credit union technicians
working for COLAC after CUNA's T.0. # 7 expires (March 31, 1973)
assuming AID makes grants directly to COLAC.

2. Continue "on-going support" for credit union technicians at
ACOSCA under similar circumstances -after December 31, 1973,

3. Plan LDC credit union activities jointly with other donor
agencies and encourage multi-national funding of CU projects.

4, Accelerate support from non-AID sources including U.S. credit
unions for LDC credit unions in the form of technical ser-
vices, volunteer services, and loans.

5. Increase services for credit union organizations in LDC as
they seek grants, loans, OPIC guarantees, services from
ICUS, etc.

RECOMMENDATION

Endorse all the above activities as appropriate uses for T.0. # 1
funds and provide the proposed financial support.

ALTERNATIVE A

CDS can stop subsidizing organizations 1ike. COLAC and ACOSCA for CUNA
services through T.0. # 1, but allow them to pay for the CUNA services
they want from- their AID grants and include enough money in the grants
accordingly.



ALTERNATIVE B

Restrict use of T.0. # 1 for activities other than responding to USAID
requests for planning and technical assistance,



ISSUE 1V: How does the Proposed Grant to World Council of
Credit Unions Relate to T.0. # 17

BACKGROUND

CUNA has an on-going relationship to LDC credit unions that is inde-
pendent of AID's interest in credit unions. ICUS provides services on
a commercial basis to credit unions in the ISA as it is proposing to
do in the LDCs. CUNA supports the growth of credit unions abroad from
its own funds and those of other organizations including AID. Task
Order # 1 is one important source of financing which allows CUNA to
provide leadership and home office support to LDC credit unions to

a far greater extent than would otherwise be possible.

In 1971 the World Council of Credit Unions (MCCU) was fcunded with
sponsorship by CUNA, credit union organizations from Canada, Austra-
lia, Latin America, Africa, Asia and others. CUNA, Inc., has applied
to PHA for a grant in behalf of WCCU to pay for promotion of Interna-
tional interlending to LDC credit unions, for international travel to
regional training seminars, and for translating and printing educational
inserts for "World Reporter." CUNA T.0. # 1 staff helped HCCU to pre-
pare its grant proposal; however, the grant would be coordinated with
but not commingled with the T.0. # 1 contract 1n any way.

CUNA, Ihc., is a plausible vehicle for providing services to the credit
union movement in LDCs either through a task order or a grant. CUNA,
Inc., will accept a PHA task order or grant and pass it through to
HCCU because CUNA, Inc., is WCCU's constituency in the USA.

An alternative approach would be to look at the WCCU grant proposal

as it is related to the worldwide credit union system. The logic of
integrated management of AID support for credit unions in LDCs (Issue
# 1 above) would suggest some. office of AID examine all the components
together; however, the resolution of the substantive and legal issues
will have little bearing on Task Order # 1 activities.



ISSUE IV: How does the Proposed Grant to World Council of
Credit Unions Relate to T.0. # 17

BACKGROUND

CUNA has an on-going relationship to LDC credit unions that is inde-
pendent of AID's interest in credit unions. ICUS provides services on
a commercial basis to credit unions in the USA as it is proposing to
do in the LDCs. CUNA supports the growth of credit unions abroad from
its own funds and those of other organizations including AID. Task
Order # 1 is one important source of financing which allows CUNA to
provide 1eadersh1p and home office support to LDC credit unions to

a far greater extent than would otherwise be possible.

In 1971 the World Council of Credit Unionc (1CCU) was founded with
sponsorship by CUNA, credit union organizations from Canada, Austra-
lia,-Latin Averica, Africa, Asia and others. CUNA, Iac., has applied
to PHA for a grant in behalf of WCCU to pay for promotion of Interna-
tional interlending to LDC credit unions, for international travel to
regional trainfng seminars, and for translating and printing educational
inserts for "World Reporter.” CUNA T.0. # 1 staff helped WCCU to pre-
pare its grant proposal; however, the grant would be coordinated with
but not commingled with the T.0. # 1 contract in any way.

CUNA, Inc., is a plausible vehicle for providing services to the credit
union movement in LDCs either through a task order or a grant. CUNA,
Inc., will accept a PHA task order or grant and pass it through to
WCCU because CUNA, Inc., is WCCU's constituency in the USA.

An alternative approach would be to look at the WCCU grant proposal

as it is related to the worldwide credit union system. The logic of
1ntegrated management of AID support for credit unions in LDCs (Issue
# 1 above) would suggest some office of AID exanine all the components
together; however, the resolution of the substantive and legal issues
will have 1ittle bearing on Task Order # 1 activities.
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' RECOMMENDATION

PHA should deal with the proposed WCCU grant on its own merits as an
issue separable from T.0. # 1.

ALTERNATIVE A

The proposed WCCU grant should be considered within the framework of
a worldwide credit union program for LDCs and T.0. # 1 staff encour-
aged to clarify the expected impact on the worldwide program from the
HCCU activities.
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ISSUE V: Some Important Data on the Impact of CUNA's Program
(Purpose and Goal Levels) is not Presently Available

BACKGROUND

CUNA's Washington Office has called attention to the need for data such
as "loan delinquencies" and other progress indicaters to ensure good
management of overseas credit union programs. CUNA plans to collect
the missing data as is available for its own management needs as well
as to inform AID about the status of CUNA programs.

RECOMMENDATION

CUNA will collect the missing data at purpos2 and goal level and re-
port it to CDS.
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ISSUE VI: CUNA's Washington Office Wants to Participate in the
Evaluation on the CUNA Performance of. CUNA Programs
in the Field

BACKGROUND

CUNA is dissatisfied with USAID's unilateral assessment of CUNA

field activities and changes without consulting the CUNA Washington
Office. For example, USAID/Guatemala was critical of the performance
of a CUNA technician, documented jts dissatisfaction in a U-307 re-
port, and terminated CUNA assistance without giving CUNA an oppor-
tunity to defend its position or remedy deficiencies. CUNA has not
received a copy of the report from AID.

Another example is the USAID/Ecuador evaluation of the NAPC program
in Ecuador; CUNA was never consulted despite the obvious- relevance
of the evaluation to'CUNA's DAPC work in Ecuador and other countries.
CUNA has not received a copy of the evaluation from AID,

CUNA's Washington Office accepts management responsibility for the
performance of its representatives in the field, To CUNA this means
that CUNA field representatives work for CUNA and therefore zhould
respond to direction from the CUNA Washington Office. CUNA asks USAIDs
to provide feedback to CLiiA's Washington Office or invite CUNA's Wash-
ington Office staff to participate in evaluation and replanning of
CUNA field activities.

RECOMMENDATION

CDS and Regional Bureaus develop a procedure for regularly involving
CUNA in evaluation and replanning of AID/CUNA field activities.



ALTERNATIVE A

CDS and Regional Bureaus arrange for feedback to CUNA when important
changes are contemplated giving CUNA an opportunity to participate
in the replanning before decisions become final.

ALTERNATIVE B

The status quo; CUNA receives feedback only to the extent it is volun-
teered by USAIDs and Regional Bureaus.



ISSUE VII: CDS Staff and Staff from Other AID Offices are Needed
for Consultation in the Field

BACKGROUND

CUNA and CDS believe that the CUNA program can be improved by a more
direct involvement of CDS in CUNA's projects through periodic visi-
tations and consultations in the field. Field trips and consultations
on field.problems by other AID offices should also be encouraged.

RECOMMENDATION

CDS makes available for field trips and consultation and encourages
other AID officts to make their staff available as needed.
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I, 7. Continved: Comment on key foctors determining rating of Other Donors S “
CUNA program depends upon the support of multiple donors. CUNA efforts to raise
~support funds have been successful. The efforts to raise support undertaken by
- CUNA under T.0. #1 and WCCU yielded $702,800 in technical services during 1972
(primarily from the Catholic Relief Service, the Konrad Adenauer Foundation and
the’ Canadian Internationa® Development Agency) and approximately $500,000 worth
of volunteer services during the same year. The multidonor support for interna-
tional credit union activities can and should be expanded.  Also, during CY1972
CUNA, Inc. will donate technical services, valued at $510,000, through T,0. #1
to worldwide credit union development. -
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i1l KEY OUTPUT INDICATORS AND TARGETS
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C IV. PROJECT PURPOSE

woh PAR SERIAL MO, -
s v Tt

v A, 1, Statement of purpose as cuvron'ly,onvi:og;d. 2, Some os in PROP? D ves D N~°
Create, strengthen, assist and maintain self-sustaining national federations, '

drawing or capital and services of the international credit union network and
“donor agencies, responding to economic and social needs of their merbers.

e. 1. Conditions that will indicate Evidence to date of progress toward
purpose is being_achieved: these Indicators: '
1971 1972 1973 1974
&. Number of Credit Unions 6,896
b. Number of Members 1,270,983
c. Membership Savings $125,606,131
d. Member Loans Outstanding $130,650,415
e. Total Assets * $135,421,622
f. Total Reserves * $ 3,938,187
g. Cumulative Loans * $470,372,903
h. Dues Income to Federations* $ 361,878
i. Production Credit Loans ** $ 13,065,041
.J. Number of Professional
' Staff Federation *k 206
k. Number of Professional Staff C.U.'s N/A
1. External Loans N/A
- * Figures from Latin American Federations
** Estimate L.A.

VY. PROGRAMMING GOAL.

A. Stotement of Programming Goal
Democratically owned and controlled system of savings and credit institutions pro-
mote investment uses of productive credit yielding income increases to members.

8. Will the achievement of the project purpose make a significant contribution to the programming goal, given the mognitudo of
the national problem? Explain,

CUNA is in the process of structuring and assembling data available in CUNA field
reports. CUNA will undertake to secure field validation of information available
in Washington, and will request field to provide missing data.




