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'A.. “Project Purpose and Description

Ml;f;ff?rejectfPurpose'ahd'Beneficiéries
The”pﬁfpoée of the project is:

To improve-the institutionalgeapabilities of, KUSCCO
to'manage its internal operations, provide existing
services to member societies, develbp a sound capital.

base, and operate on a balanaced budget basis.

De?eloﬁment-resourCes used to support the proposed
prdject'ére'IiEely to Tresult in long term benefits
for the urban and rural poor of Kenya.

In‘Kenya, as elsewhere, savings and credit societies
provide essential services to members,many of whom are
drawn from the lower income segment of the population.
Data obtained from a sample of member socieTies indicate
that nearly two-thirds of the members receive monthly
income of less than KSh 1,000. Since the sample was
biased to focus on the larger urban societies, it is
llkely that an even greater percentage would obtain
for the entire movement. Survey data also estimate



_the ‘average member income at KSh 6#3 per month, less

than Ksh 700 per month established by the GOK as the
classification for. lower income. Data: on member
occupation reveal that ‘about 63 percent are catego~
~rized as manual or semi-skilled workers, frequentlx,

l”in the urban societies, office messengers, clerks, typists

vdrivers and watchmen.

‘ For these people, credit is unobtainable from
traditional financial institations due to the
stringent collateral requirements. Savings and
credit societies enable th.e lower-income to

~ obtain loans based on the member's character for
‘both provident, e.g., medical expenses and school
fees, and productive purposes, 2.g. agricultural
inputs and'small business investments. Small-scale
-development institutions, such as savings and credit
societies assist the poorest majority to utilize
the infrastructure services, schools, hospitals
housing, etc that . result from the large-scale
ldevelopment'investments of-Governments and_donor

agencies. -



.The expan51on of the sav1ngs and credit society
vmovement in Kenya has been truly remarkable in
;recent years, an indi cation of the vital needs
;served by these 1nstitutions. In the L year perioC
'from l975~l978, the number of ‘societies increased

~ . by JZ| percent to
509, membership increased by 1  percent to 220,000,
~savings increased by / l?— percent to KSh 285 million,
and loans outstanding increased 230 percent to

KSh 287 million. This growth has not been achieved
without'proolems. In many cases, the capabilities of
sooiety leadership and staff have not kept pace with
the growth rate, resulting in poor management and
poor member service. Further, the national level
‘organization, Kuscco, has.not developed at a

similar pace, thus it finds itself increasingly,
unable to provide the level and quality of service

required by its member societies.,

EA'strong‘cOOperative financial system can.only _
_be achieved if the national level organization is

talso strong. 'KUSCCO's accomplishments in the past

'5 years are qu1te notable, partlcularly taking into account

X0



flthé éxtremely limited resources available. Itts

© © . promotion activities have obviously been

successful, as demonstrated. by the rapid

society growth rates. It has responded to society

needs by developing services for society book=

~ keeping, risk management, supplies, and education and

training. These services were provided even though

KUSCCO leadership recognized that they would only

~ add to the already-difficult financial condition ,
The emphasis has always been on the

provision of needed services reflecting the agjvessive

service orientation of KUSCCO's leadership.

The movement is now entering a new phase, one

requiring a financially and technically sound

national level organization. Since KUSCCO's

focus in past years has been extermal, i.e. developing
societies, it has not developed its own internal
management capabilities sufficiently., This project
‘proposes to, rectify this deficiency. By the end of

- the two year period, KUSCCO will not only have the’
capabiiities for éffective organizational and’financiél
management, but will be able to provide a greater ourro.y

'of high quality services’ to its member societies.



2.J1P2919ct DeScriptiond:°

‘The following development objeotives’have’been:

established for this project.

General Management Systems

1.

By the end of yearl/ quarten&KUSCCO will
have designed and implemented the follo-

wing management systems:

1.1l -~ Planning
1.2 - Personnel
l.3¥ Office Management

1.4 - Information and Reporting

Financial Management Systems

2.

By the end of year 2 / quarter 1 KUSCCO will

‘have designed and implemented a financial mana-

gement and capitalization system, to include:

2,1 - Accounting, Reporting and Auditing Procedures

2.2 - Budgeting

f2§3« Funds Appropriation and Expense Control
7254;-'Cash flow Analysis and Control

?2,5'-4Asset and Liability Management SyStem
52}6if"Cost Analy31s, Pricing, Billing, Collection,

i'.h,and Funds Tnansfer System.

32:2"9;Petty cash Receipts and Disbursement system L
f%leje KUSCCO Capitalization System - i



f}iStaffing :

3

' 3‘1020

~7,By the end of year 1/ quarter 2, KUSCCO will
.have employed qualifled staff for the posi-

ftions of

= Chief Accountant

- Field Services Manager

- Beokkeeping Centre Coordinator.

~  Supplies Officer / Cashier

1Bylthe end of year»l/Quarter'3 all incumbent
staff will have. been upgraded to conform with -

the revised job descriptions, or will have been

replaced by qualified staff.

Services

Skl

ffer,,v serv1ce development / modlfication in thefi

KUSCCO will have designed and implemented revised

systems and procedures foq@he following services:

(' by T'h~( Time d'c<r¢d)

4 1.1 - Bookkeeping,Year 1/Quarter 4

L.. 1.2+ " Risk Management, Year | / Quarter 2

b l 3 -‘ - Supplies, Year & ,Quarter ! _ |

L,. l L,. - 'Educatien and Traiiiing, Year I Q“}EI-"';" 4
s 1 5 - Publicity, Year ), Quarfer 4

iKUSCCO will have completed feasibillty studiesld”

{following areas(by the time 1ndicated)



he®el =" Risk Management(Specialized |
Insurance), Year Z Quar’&er ?-
l.. 2 2 - v'?pbl&:r:ﬁy J(National Advertising Program) Yeerz
l,. 2 3 ~  Collection / Legal Services,\’eer 2, Quar+erl
“v'-"}L,. 2 1+ - Audit ‘Services,Year 2, Quarker | .
4,2,5 - ‘Soelety Management Services, Year Z,Quarfer‘3
L.2.6 - . Society Personnel Program,‘YearZ,Quarter3

4.2.7 - Central Finance, Year 2,Quarter

vThese.objectives reflect the findings of the Study
' “Team, as confirmed by KUSCCO's Management Committee.
The operational and financial difficulties facing
KUSCCO are immediate and substantial. Without’an
ihteﬁsive effort to resolve these difficulties,
KUSCCO's prospects for success are E limited.
.”This project then is focued almost exclusively on -
:KUSCCO, developing the.technlcal and financial resources
f iforeKUSCCO to effectively manage itself. Once this
"has been achieved, a second phase effort may be
7‘proposed to. assist KUSCCO devele;:Eew services identi-
‘»ffled as feas;ble.?PThe KUSCCO Management Development
.‘Project will require a limited'amount.of technicel and

‘ financial inputs to realize the stated objectives.

XIO



Do

;Té§hni¢ai a§$is£an¢e.will'be provided principally
(tﬁiéggh-&”wdécU‘/'Managemeht Advisor. The Advisor
:‘ﬁ;iijbéféiperienced.in all areas of national credit
uﬁidnléssoéiation management, ‘'with particular skills
iihuthe,areas'of general and financial systems design
-andiimplémentation, training, and services develo-
‘pment. Short term consultant assistance will also

be'prbvided as required by WOCCU / Global Projects.

Financial assistance is required to partially support
KUSCCO's operatins | budget for the two years of the
»project, resulting primarily from costs associated
with the hifing new staff, and the increases in staff
salaries to levels comparable to_other national coop~-
‘erative organizations. A limited amount of commo-

dities has also been identified as essential.

Funding from USAID, is requested to support the
costs associated with technical assistance, KUSCCO

operations, and commodities as shown below.

Technical Assistancé 78,905 89,651 . 50,799 219,355
KUSCCO Operations 76, 442 “30,915  . == 157,357
~ Commodities . ..36,31L Fo;]. _ -
‘Total 191,661 170,566 50,799 113,026

s=omman | ss=s==s ) SSssmm



End—of-PrOJect Condmtlons

.The. Proaect Wlll result in both qualiuative and

qpantitatlve changes. All the listed general and .

financial managemeht systems will be in place.

o KUSCCO staff will be fully capable of operating

‘those systems without further assistance. KUSCCO's

financial condition will be vastly improved; deficit
financing will have been elimated, and share capital

in KUSCCO will have increased 5 times to KSh 1 million.

Services provided by KUSCCO will also have improved
measureably. It is estimated that the number of

individual members served by the KUSCCO bookkeeping

centres will have doubled without any increase in

bookkeeping staff, and that 90 percent of all societies

enrolled at least 6 months will have records, accounts,

‘and financial statements up~to-date. A total of 40O

. oo .
societiesnA7O percent increasg,will be covered by the

risk management program, 75 percent of whom will be

fully meeting the participation standards. Eighty

percent of affiliates will be using KUSCCO supplies.

Although precise estimates are not currently possible,

it is expetted that the innvative training programs

‘developed during the project will substantially



o

j' ~ '“»:_in_c’:re'ab:-:"e’ the trﬁinedFmanpbwér”ﬁbbl-available to the

“movement.,

. The underlying premise of_this_project is that

"-VSaviﬁgs and credit societies have demonstrated their

- potential as effective development institutions

- réaching the lower income populations not only in
‘Kenya but worldwide. The scope and quality of
services offered by savings and credit societies
depends in lafge measure on the support and service
réceived from the national level. By the end of-
~the-project KUSCCO will have re-established itself as
a strong representative of the movement and an effe-
ctive provider of valuable services. Accordingly,

a8 strong cooperative savings and credit sfstem will
positively contribute towards realization of the
sector goal of improved shelter, greater utilization

of education and health services, increased food

production, expand#ghployment opportunities, increased

. income, and greater participation in local and

national development activities.



: B,’Pf&jéét-B&ckground

-'l,»} Host Country Activity

Since indepehdence, the GOK has strongly supported
-the dévelopment of cooperative institutions. Local
v.énd external resources have beenxmobilized to esta-
blish cooperative societies in nearly every aspect
of Kenya's economic life. Particularly successful have been The
Veavious ognesllural cooperatives organized with assistance from the Nordic

.countries.

Savings gnd credit societies are a relatively recent
phenomenon. Whereas most forms of cooperatives were
organized during the colonial era, the first savings
'and credit societies ﬁere not formed until 1964, in
Mwea Tabere and Viya. 1In 1967, the Kenya National
Promotion Committee was formed to accelerate che
movement's growth., During that era nearly all socie-
ties were organized around a residentiaijirihal commoin
bond. Without adequate supervision and assistance,

most of these societies became dormant within two

years, and most have subsequently been liquidated..



,fRecognizing this problem the Ministry of Coop-
f;erative and Social Services decided in 1969

#}to restrict the formation of savings and credit
vbsocieties to salary and wage earners among employe€s
A'that provided payroll deduction. facilities. This
"policy was perhaps the largest single factor contri~

,buting to the- subsequent mnvement expansion. -

f;During this time, the Kenya National Federation of
3“Cooperatives (KNFC) provided support services to the

primarylsocieties, although without compensation

‘since the societies were not members of KNFC.

f{At a conference of savings and credit societies held
131h 1972, it was recommended that a national association
be established, and a.working committee'was'appointed

:to make the necessary plans and decisions. In 1973,

Coopem’f.ue.:

_;the Kenya Union of Savings and Credit (Kuscco) was
_*established, and. began full operations in l97h.

t?In the six years since KUSCCO was formed the. move—
fment has undergone dramatic growth, largely as a result

lgongUSCCO's successful promotional efforts, with the,



r;able asslstance of the Ministry of" Cooperative
: _'Development (II’CD) Go"ea. .asent support for

tGKUSCCO -and the movement has been consistently .
“strong, and the Mlnistry has worked closely

leth KUSCCO in pursuing common obgectlves. In

the current GOK;Development'Plan 1979-1983, the
Government's interest in savings and credit

society development is reiterated, and rein-

~ forced with financial assistance directed to KUSCCO.

Tbefleadership'Of KUSCCO recognized some time ago

'itnat‘the‘problems facing the organization, in part

zcaused‘by.their very successful efforts to;acoelerate
| growth, were serious. Most of the'difficulties'»
AJdescrlbed in Sectlon C were already well-known to the

'Management'Committee. However, the lack of adequate

Ther

,internal resources preoluded effective resolution.
j'As a result, KUoCCO requested of ACOSCA and WOCCU
7{Globa¢ Progects that a. special s,udy be undertaken .
QLto as:easthelr problems and recommend a~course
f:Of actlon.' o | " -

“fPr0posal Development

7f1n response,va fleld study was performed 1n October/



iNovember l979 by a study team. composed of the
‘, ) Co orcra.Tw-g, .
’KUSCCO General Manager, the MCD erftcer for Savings
;and‘Credit Sbcieties/Nairobi, the Assistant
Eastern.ﬁegional Manager of ACOSCA,the WOGCU
Financ1al Systems Specialist, ‘and. the WOCCU

De31gn and Evaluaton Specialist.

‘The’study.team'undertook the following objectives
_to'bevcompleted by the end of the study:

1. "For.a sample of savings and credit societies:

o assess their management capabilities

- and finanCial condition.

. 1dentify the servicesrequired from KUSCCO

2;7‘ {?Or_KUSFCO:e
;?e_assess*its,nanagement-capabilities and
-financial status. ' |
. ':’;"aSSe'SAs; its : del’iyervg canabilitiés
..Jl‘for current and potential services,
_f§3§;f;iPrecare a: proposal based on the field study

f}results,xthat?definesthe obJectives, impleme-:

ﬁ}ntation strategy and resources required for



'KUSCCO to provide the required services.

EA sample of 22 soc1eties was’ selected from the list
;of KUSCCO affiliates. Using a detailed questionnaire,
information on SOciety growth personnel, management
7procedures, financ1al serv1ces, financial statistics,
and.needed.external services was compiled. In
;addition, intervieWS werevconducted~with: |

MCD/ Credit and Finance Division

MCD/Savings and‘Credit'Societies.'

Prov1n01al Coope': rative Offices

District Cooperative Offices

'DistrictvCooperative-Unionsn

Cooperative Bank

Cooperative College | |

Kenya/Nordic Cooperative Development Programme

African American Labor Centre
Technoserve

ff'At the KUSCCO level, 1nterviews were conducted W1th
;y;the General Manager and hlS senior staff. In addi—~
g7tion, Branch offices and Bookkeeping Centres were

'-'v1sited

\\)



vf‘Fairly early: into the KUSCCO' analysis 1t became
;apparent that serious oporational and flﬂ&hClal
fproblems had developed reqnirlng prompt attentlon.'

'The study focus therefore shifted from one of deve—

loping KUSCCO'S serv1ce capabilities to improv*ng

its management and flnancial position. Prelimlnary

flndings and the proposed approack to problem reso-

’lutlon were discussed with USAIQ/Kenya and the

KUSCCO Management Committee, and received basic -
concurrence. ‘Accordingly, the proposal describes

a Strategy to focus appropriate technical and -

,financial resources upon KUSCCO to enable it to

become, within two years, a well-managed, financially

sound institution.

PVO Experience

The'proposed'project will be principally imple-
mented by three private cooperative organizations:
KUSCCO, the African Cooperative Savings and Credit
Associat:on (ACOSCA), and the World Council of
Credit Unions/Global ProJects Office (WOCCU/GPO)
The experience of KUSCCO has been



" described; ‘the following outlinesthe project
“-pelated experience of ACOSCA and WOCCU/GPO.

‘The rfrica Cooperative SaVings and“Credit: Association - -

}was formed in 1968 by leaders of the credit union move-

ment in: seven African Countries. Today ACOSCA represents

ﬁ22 national affiliates, movement savings in excess of
;Sloo-million, and a. total membership of more than 1.25
?million. " ACOSCA serves its affiliates from headquarters
fin Nairobi, Kenya and through Regional Offices and Train-
iing Centers in Maseru, Lesotho, Bamenda, Cameroon, Lome,

-Togo, Bukuvu, Zaire, Bobo Dioulasso, Upper Volta; and

Nairobi.- ACOSCA Headquarters personnel, in addition to the
Executive Secretary and other administrative staff, includes
.specialists in central finance systems, education/training,
risk management/insurance, and credit union promotion,
organization and development. ACOSCA has played the lead
role 'in development ogﬁAfrican credit union movement .and
has a demonstrated capability in proJect development,
management and evaluation. ACOSCAqwaS«instrumental in

initiating the small farmer production credit programs

Iundertaken in conJuction with the national leagues in -

X 70



*Lesotho and Cameroon. ACOSCA staff, in addition

" to participation in the development of this project,

3 02 e

fhave contributed to feasibility studies, project

development and management 'in' Ghana, Liberia, Zambia,

~Swaziland Siera Leone, ‘Botswana and Togo.

WOCCU/Global Proaects

The Global Progects Office of the ‘World Council of

'Credit ‘Unions is the maJor technical resource for

international credit union development. Supported
by the Credit Union National Association (CUNA) and
by USALD §rants through CUNA, the Glotal Projects
Office responds to technical assistance, training
and.project,development.requests made by confederations

affiliated to WOCCU.

_CUNA\s‘ involvement in international development
began in. l95h with a program designed to introduce
-the credit union idea to developing countries. In

'1962 the first of several agreements with AID was

signed, supplementing funds from the U.S. credit union

‘movement. A decade of technical assistance_resulted

in formation of regional confederations in Latin

America (COLAC), Africa (ACOSCA), the Caribbean



9

~.(CCCU) and Asia (ACCU). Specific involvement
;'in?Africa dates t0»1964 when a gfant from the
Michigan Credit Union League Foundation funded
':~'-“»,-t'e,chnicians who helped organizé 'nat’ional .vhf:ve maenls

| | in Kenya, Tanzania and Uganda. CUNA suppbr-
. ted the establishment of ACOSCA in 1968, and a Global
Projects Technician was assigned to ACOSCA in 1970 to
assist with its development program. Since 1974,
Global Projects technical personnel have helped coor-
dinate small farmer production credit programs in
}Cameréon and Lesotho. Through its Washington staff
‘and access to the technical capabilities of the
worldwide credit union movement, Global Projects is
in position to provide specialized assistance,
“technical * and administrative backstopping to the

proposed project.

X7z
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PROJECT ANALYSTS
This section of 'the pmposal discusses the status,

achievements and problems of the Kenya savings and

credit mdvement, states the principal project objectives

‘ l‘o

and describes the major impacts expected.

Cooperative ‘Savirgs ‘ard ‘Credit Societies

- 1.1 Purpose and Stricture

~ The primary level institutions, saving and credit

societies are true cooperative organizations: non-
profit, democratically run, and organized to meet
members' savings and credit needs. People with an

identifiable "eommon bond" join together to form a

. savings and credit society. Societies encourage the

discipline of regular savings, and make these funds

available to menbéxs for provident and productive

loans at relatively low interest. Each member has

one vote to elect individuals to positions on the 9 ‘
person Management Committee, an-clikft?ﬂme Supervisory uoliTTCt .
The credit committee is formed from members of the

management committee. The volunteer leadership is

‘responsible for directing the activities of the

organization; ultimate authority rests with the member-

4 ship. All net earnings after appropriations to statﬁtory

reserves are distributed to menbership as dividends on -

- savings or refunds of interest ‘payments.



kd

’;'Ihe cOOperatJ.ve movement has been recogmzed by 'l:he Government |
v,"of Kenya as " an important instrument for achieving mas':partl

v O. wmeans of raizing The h
ca.patlon in national development and for pmvmd:mg standard of

‘the participants.....The whole concept of cooperation should be
“'regarded as an organizational tool for promoting rural develop~
ment generally and J.ncome-earnmg opportxm:.tles in both rural

’arﬂmbanareas“}"

Savings and a*editsocieties have an important role to play

m the development process as vehicles to increase domestic
capital formation, expand the availability of credit to groups
denied credit from traditional sources, and to transfer educa-
~tion and skills required for increased standards of living.
Information available on the Kenya movement indicates that
societies have recognized and performed their development role

_ With notable success, and that the potential exists for even

: more significant achievenents.

_.»One factor related to the expans:.on of savings and credn.t socie-
t:.es worldw:.de is thelr adaptab:.hty to local social and econom:.c
conc_h.t:l.ons. 'Ihe basmc structure, policies, and direction of the

'mvement can bbe and have been, adapted to fit a given country's
: -ne'eds. ~ Thus 1n some - countmes, development has taken place prima-
: “mly 1n the mral areas, wh11e in Kenya it has been concentrated
»J.n the c1t1es, small towns and v1llages, reflecting the dJ.ffemng

‘gfper-epectlve of the appropm.ate role of sav:.ngs and credit soc:.e*les

Ll' :V~D*vel°rmeuT le« l°nq Hes quT I f" 309



1.2.

1n natlonal development. In"all""envirem'rents the basic

pwpose of prev:.dn.ng adequate sav:.ngs and credit facilities to-
lower' and. mlddle 1ncome groups remains constant. ‘Although it
may‘,not be conclusively demonstrated, several posifive impacts
result from this service. FJ.rst, savings captured by the society
may represent the diversion of funds from consumption or other
unpreduchive uses_'.' Second,' to the extent that society funds are
borrowed for»pr*oductive investments, member productivity and
income will be increased. 'Inir'd, credit granted for provident
purposes enhances the ability to utilize educational, health, and

. other infrastructure facilities. Fourth, by saving regularly,

borrowing wisely, and repaying promptly, the three pillars of a
savings and credit society',' menbers ‘are relieved from borrowing
from non-institutional sources, i.e., money lenders, at usurious
rates. For a large proportion of the membership, these benefits
could not be obtained from traditional financial institutions.

" ‘Membership
“I}he explosive growth of the movement has resulted in societies
| bemg formed in nearly every district in Kenya. Members are
~ therefore found in r'ur'al areas, small towns, all secondary cities
and the major cities of Nairobi and Mombasa. To da'te, development
has focused on the salaried workers 1n the urban areas, in accor*-
dance with the GOK cooperative development strategy. SJ.gme.cantly,A

" few urban menbers are exclusively urban; most have family and/or .



land in the' rur'al areas, and are actively engaged in farming,
land development or other pmductlve activities. Although
.the magmtude is: unknown, it is estimated that a large share
‘of cmdrt prov:.ded to urban ‘menbers is channeled into rural

pmduct:.on and developnent effor'ts.

Based on data obtalned from: the survey of 22 societies, it is
clear that the lower occ.upatlonal and J.noome groups comprise the

largest membership share of most societies. As shown in Table € - |

62.5 percent of the members in the 'sa.mple societies are categorized
as unskilled or semi-skilled workers.,. principally various typés
of manual laborers. Another 28'..1 percent classified as skilled
workers, middle management technicians and supervisors,‘and small
business operators, while 9.4 percent are senior level administra-
tofs, managers and professionals. In Table C+< % , membership
has been classified by income level. Nearly two-thirds of the
nenbership receive monthly incomes of less than KShs.1,000 per
month, while 13.8 percent earn in excess of KShs 2,000 per month.
These data would seem to support the concept that savings and
‘credit societies are particularly attractive to the lower income

groups who lack the collateral to obtain credit elsewhere.

s



Assetv Size ::
KShs 10 millic
and above

Asset size KSt
1 million to ]
‘million -

Asset size less than

~ KShs. 1 million

T %f*ii—;’—'

Total membershlp

12778

67,33

10,830

100.0% -
53y
100.0%

78,699
100.0%

M-eud-e/_ OLC‘*\rOTH'-\s 177 AS'-“-;T S"?:C ‘57[ Soch),

lC%’uYa\ : S.qUa-\s q-\c( Cr*JT SO C':‘ hQ:

Number- of manual

Members in Occupa-

Mana g“ers, Adminis-
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| 1},"Ibtal soc:.ety member-shlp was recorded at Zzo oooat the end

of 1978, a Ly _percent increase over the prev10us yean.

Average fam:.ly size is estlmated at 6. for Kenya, thus more 'than
l_.3,m1hon pe0ple or °l percent of the population are ,dnrectly

. or indirectly benefited by savings and credit society services.

1.3

' With the movement expanding at the cuwrrent rapid rate, the

benef:.ts resulting from the pmposed development effort could

sixTh
eas:.ly reach one~ + of the population within two years.

in mosT

To illustrate the possibilities of the sample societies current
~ membership was estimated to be less than half of total potentlal

membership.

Society Achievements 'to ‘date

1.3.1. " Growth

As shown in Table ‘C~32 . novement growth has been quite impre-
ssive. Membership has increased more than :n'x -fold since 1972,
and 70% since 1976, reflecting the increasing menber
confidence in the movement. ’Ihé growth measured in financial
Te'rmshas. been even more impressive. Total assets increased at

an annual rate of $9 percent while loans autstanding increased

by 7§ percent annually. Similar growth rates were recorded

gross income, total expenditure, and net income/surplus figurvés.



Source_z Minishy of Co-opermtive Development
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THBLE C<3: 'SUMMARY OF MOVEMENT GROWTH
KENYA SAVINGS AND CREDIT SOCIETIES o
;ompound
’ : o o Annual - .
1972 1973 197 ‘1975 1976 . 1977 1978 CroWEh Rave
" Societies 100 125 /55 230 308 LL8 509 31%
Membership 35,745 51,355 ®432% 101,170 129,181 156,443 220,000 35% °.
 Assets 19,068  33,LLL 84,253 119,530 179,192 256,27k 303%.3¢2 9%
 Savings 16,20, 32,027 3,920 118,246 173,131 225,278 285206  C!%
LAARRgOUTSta~ 10,028 25,340 53,40 87,006 139,178 237,02k 23%135 5%
Borrowers 15,3h5 29,282 -y, “5-’ . 60,976 67,267 . 95,890 24,109 | 334
Annual Loan - ) : o : C
volume 13,908 30,996 60,9/¢ 99,652 140,765 190,309 209,938 _StE
Statutory ' ) _ S fj‘.: .
Reserves 285 1,05 ¢49¢ 1,200 2,527 5,961 G543 69%
Gross Income 751 1,765  H4eé 6,991 13,308 17,920 2, 509 . 95%
Total Expenditure 340 770 3424 1,986 - 3,845 1,893 5.810 602 .
~Net Income/Surp—~. - | .
. lus /Surp” L1l 995 3.37% 5.005 9,463  13,92% 15,697 - 21%



QAlthough this growth is- certainly a notable achieve-,
ﬁfment of the Kenya movement, it has been one factor
'.leading to problems at both the local and national level.
- Ind brief the movement developed at a: pace that was
fdifficult to manage and control, both for the Ministry
~of Cboperative Development;and for KUSCCO. Accordingly
theEGovernment_has recently attempted to slow the pace of
_expansionjto~allow the necessary support and control

‘systems to be.developed and implemented.

1,3.2.<Savings Mobilization
One of theymost.signicantcharacteristics distinguishing
savings and credit societies from other cooperatives is
the traditional emphasis placed on the mobilization of
household savings. This emphaﬂs results from the develop—
ment perspective contending that investments in expanded
productive capacity and improved living conditions,
particularly at the community level, must be financed
,from savings taken out of current income. As shown in =
“the previous table movement savings 1ncreased at-an |

annual rate of 61 percent.n Clearly, the stress on

savings mobilization has been effective. Several factorsA.'

may be attributed.



igFirst and foremost 1s the payroll deduction facility
'favailable to nearly all societies._ Savings is there—
3fore made convenient for the member, and becomes an
'?assured source of regular capital inflow for the
jsoc:.ety. This convenience is one of the principal
fattractionscau81ng members to join the soclety. A
\esecond factor is the relationship between loans and
-‘savings. Since the maximum amount granted is some
”multiple of member savings, (most frequently 3 times),
borrowers have an automatic incentive to increase
_savings to.qpalify.for'additional credit. Third,
:it appears that KUSCCO and the Ministry have been
~quite effectivelin their edncation progransvin insta-
_lling'the'concept of'regblar savings. ' Finally, abont
_halfyof the societies are participants‘in‘the'ACOSGA/‘
;'KUSCCOvrisk‘management‘program that(provides term'iife
.insnranoe'on bothlsavings and loaniaeoounts; This
‘protection provmdes an additional incentive for the

member to increase . savings with his societv.

lAlthough'nearly tWo—thirds of‘society'members earn
;less than Ksh 1, 000 per.month, it is interesting to
‘ 1,29

fnote ‘that average savings per memter was KShM in

Through The
.1978 dlsciplincof regular savings encouraged by their.
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societies, these "small" savers have managed to

accumulate a not unsubstantial amount.

‘1. 3 3. CreditJThe prov1sion of timely low-cost credit is
the single most important reason for the maJority
of members to JOln a savings and credit society.
For many. there may be few, if any, eredit alter—
natives ‘except from local money lenders,
‘yvhose interest rates ~ vary between
20'and LO percent per month. Savings and credit
societies in Kenya offer several advantages to their
members not found in most alternatives. First and
foremost- again is the convenience. In nearly all
societies sampled, the average processing time from
loan application'to_loan disbursement was two to
four'Weeks. Collateral requirements include only
‘the borrowers and his guarantor shares. Repayment
{is made automatically through the payroll deduction
ifECillty. The 1 percent monthly interest charge is
Zat least competitive with other credit sources, |
fparticularly since part is returned as dividends on

savings or interest rebates.

‘From a macroeconomic perspective, savings and.credit o
fsocieties stimulate economic growth and development
{through the intermediation process, channeling savings,_

,back into loans for productive and provident purposes.



vl

w:at. the local level.' SaVing and credit societies

:1n Kenya often finance projects and activities below
‘the reach of traditional financial intermediaries,
4’Stinulating-empioyment directly through the provision
of working capital and business loans to small scale
wenterprises and microproducers, as well as indirectly
by»financing‘demand.for locally produced goods and ser=

vices,

One shortcoming in the information system at both the
'national and local levels relates to data on loan
purpose. 'Most sample societies had not compiled

‘this information, thus current data is quite sketchy.

HHousing appears to be the.aree for which credit is most
N frequently used, both for‘finanoing purchases and

rﬁ improvements. _Loan3~forlland purchase and improvement

; are also quite nunerous, followe&?%usiness purpose

f:loens; medical:expen=es and school fees. One of the

]@utasks of the: propoced progect will entall the deve-

uf;~lopment of an adequate information system that will

"rellably document, among other things, the purposes 3

7"efor Wthh societies' credit 1s utillzed..

£ 2



1}314;Society Earnings

Kenwik ‘cboperative savings and credit societies
' have proven themselves as Stra§3financ1al perfor-
mers.  Table -4 summarizes this financial
Lv'performance in terms of various rates of return
and income and expénditure relationships. This
excellentvreceord is primarily due to two basic
factors : the check-off system and employer
-support. The check-off system has been instru-
mental in the societies achieving high loan
recovery rates, which are reflected in the high
~rates of interest income on average loans out-
standing. Of course, in a number of sampled
societies, in each of the asset size categories,
loén‘default problems have reduced interest income
rates. Development of a KUSCCO loan collection
service should increase these recovery rates and
have a substantial impact on the affected societiesf

earnings.

fEmployer support- of societles has manifested
,itself not only . in the provision of the check-
foffmracility du:ing,payroll processing, but also



TABLE NO. £-H4

Indicators (%)

'SOCIETY EARNINGS 1977-78

- KUSCCO SAMPLE (1)

Asset Size in million of shillings

Over 10

No. of societies

8

Gross income rate

on average assets

Range

Net income on-:
average assets

Rdhgé

Net income rate

on average shares

Rénge

Interest income
on average loans

(2)

- Range

Interest,income
to grgss income
f’Range

,Tétal"expenses%
. to gross income

"RAﬁgevi“

9.0
703-12.2‘“

6.7
3.3=8./

7.9
3.9-10.1

'1000 ]

745=11.7

87u

e 76}§§99J;u:14

‘1 tol1l0

6 -

8.3

7.0=10.0

5.6
h.l-6.9

6.5
h.8—8.0

9.8

7.1’120h

80.7

83,5f9802

s
; ‘5;9;58:3i€;h;?002-5°1d-f

_Under 1

Min. of

- Coop. Dev.

National

Summary

3

7.8
6.4~10.3

Leb
3.8-501

L.8

3.9-5.6 .

10.6.

8.1-12.5

91.3.

,8107f9905

37.8

173549

382

10

6.3

7.2
N/A

N/A

37.3



~ Totsl expenses to . - '
- average assets . . 2.3 RT3 L 3.7

Range 0u5=heb o dubhal o Lid-56 -
 Notes:

gﬁi;:jSample data are for closed~bond soc1eties only.

> 2?55Interest income data is for six societies in the

. “over 10 group and 5 societies in the 1 to 10
i Erou'o . ’

- SOURCE : ' KUSCCO: study sample and Minlstry of Cooperative
CET Development year-end soclety status reports.
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,in ‘the- : granting of time off and even fUll s<cond meuT
:of employees, free office space and in some cases
.cechnical ass1stance. ThiS‘h&S helped societies
iachieVe very low-expense;to income ratio as well

asﬁlow expenditure to average assets position.

In most cases sOcieties are performing well in

terms of gross earnings, as shown by the gross -

income rate on average assets. The sampled societies
were, on average, quite close to the national norwms
 caiculoTed | from Ministry of CooperativenDevelopmenﬁ_
data. While the average gross income rates achieved
:by:the sampled societies in each asset size grouping
were quite close, (the differencefare not statistically
significant),‘there’does appear to be a trend in other
performanoe areas indicating that larger societies are
_at'least slightly more profitable. This is probably
Adue-to'their ability. to achieve certain economies of

scale in operations, along with increased financial

: resources to make "lumpy" investments in the hiring

mere 2vperianced amn
‘_of bet er qualified staff. These efficienc1es are

:f reflected in the lower total expense to gross 1ncome,

Sagand expenditure to average assets ratios of the

X



fflarger societies, tthugh system-wide the higher
,lcost levelsof the numerically prepanderant small

fsocieties has resulted in higher national averaaes.'

In addition, the larger societies have accumulated
'ﬁ"surplus" capital through reinvested earnings, which,
awhile not increasing their overall rates of return,

_has resulted in somewhat lower dependence on loans

“to ‘members to generate operating revenues. This surplus
'capital has had an earnings impact through the levera-
fging (gearing) of members! shares. Societies with over.
one million shillings in total assets generally have
savings to assets ratios in the area of 0.85 as compared
to 0.95 in the smaller soCieties. This leveraging has
resulted in the higher net income per average share
‘rates recorded by the large societies. Similar benefits
for.the smaller societies' membership can be expected
;from the operation of .a central finance facility by

a. strengthened KUSCCO.

It is important to note that the high earnings and
profit‘ability rates obtained by the close#hond
.societies have not been achieved by the rural, open-

bond societies. While the sample included only one



d]éuch,sociéty, the financial.prqblems identified there
"ngfléCt the general problems which led to massive rural
*isoniety_faiiure in the sixties. The problem is a combi=-
nétion of poor member understanding of the use of credit,
limited investment opportunities in smallholder agricul-
ture and lack of an effective means of loan collection.
dThe sampled society was in extreme default-related diffi-
~ culty, earning only 2.3% on its average loan portfolio.
Its overall gross income rate was only h-9% on average
assets, and the net income rate was 2.7%. Total expe-
nses accounted for 50% of gross income, while interest

on loans to members provided only 20.7% of total

revenues.

Despite its poor earnings record, however,'the society
does provide much' needed demand deposit services to a
membership without direct access to other financial
‘institutions. This is reflected in its low shares

ito assets ratio of 0.521. Given its problemé in
providing loan services to members, the society has
:"nednced'its loans to assets ratie to 0.428 and invested
the “alance primarily in liquid instruments. mMe2Ting

the financial and technical needs of this and similar



”?societies is clearly beyond the current capabilities
»:of KUSCCO. Nevertheless, as KUSCCO becomes increa-
singly more effective in its operationyas a result
of the proposed prOJect, a way will be opened for
the'erganization and supporf of rural societies and
the provision of financial services to a population

without aceess to other institutions.



l.h};Pfobléms and Needs

H’ Kenya Savings and Credit societies have cleariy demo~
_hétrated their atility to provide essentizl financial
‘services to a signifiéant pbftion of the country's
fpopﬁiation. NonetheléSs‘probléms idehtified by |
toth KUSCCO and the Ministry, and confirmed by this study
continue at the primary society level such that the
movement's ‘full potential can not be éealized. Although
the propoSed‘project focuses upon developing KUSCCO's
V§apabilitiés, it is with the intent that by so doing,
KUSCCO'wiil be.in a position to effectively assist
membér sodietiesfto identify and resolve their problems.
Aécdrdingly,‘a bfief diécussion of the problgms curre-

ntly confronﬁzirimary level societies follows

i.;;l;i Growth |
s }As noted_above;-manijof-the existing problems stem from
the rapid growfh raté e#perienced by the movement.
_Societies that only rééeﬁtly,were managed by voiuntees |
tféasﬁrers handling a small .number of accounts, now
require full—time staff and fairly advanced management Syfﬁm:vahé
comtrols . Theveased cdewands have beew placed om so0cicly maucsenenT

committees to provide the level of service requirsd by

the membership. In_turn,'the society leadership has
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placed increasingly demands on KUSCCO and the
Ministry to provide additional support, parti-
_oularly in terms of financial and management

. .systems and to provide}the training required'

- to upgrade society staff capabilities., Resource
constraints have limited the magnitude of assistance
-available from the national level, thus many socie~
ties have experienced both management and financial
"problems. ~For a small number of societies, these |
‘problems grew to critical‘proportions, requiring
Government intervention to maintain the integrity

 of the society.

The following Table(-S; demonstrates the growth
experienced by four selected societies. Although
the growth recorded here is higher than for the

" movement as a whole, it iljustrates the nature of the
'management and,control problems'experienced by the

movement.

1“A further element of the growth problem relates to
s » : ?fcviou/y, The,
;;@the proliferation of small societiee. A GOK.

:whaJ registered nearly all groups desiring to form

:;fa society,:rrespective of the potential size of the



GROWTH .OF SELECTED SAVINGS AND CREDIT SOCIETIES

v 1974 ~ 1978
Indicator Memb'ershlp» ~ Assets(000) . | Loans Outstanding(000)| Net Income (000)
Society 1974 | 1976 1978 | 1974 | 1976 | 1978 | 1974 1976 | 1978 | 1974 § 1976 1978
Afya 3,334 7,324 9,754 1,957| :7;855|22,336 1,550 6,520 | 19,426 771 ws3] 1,520
Harambeg N/A 12,905|16,081}11,900 | 23,806|36,748 | 9,212 19,921 | 27,892 | 356 >(é,42§ﬂ5,2,780
sheria | 540 1,132| 1,093 294 998| 2,312| 222 796 | 4967 - f“is,;f' ? h9 95
Ukulima B,908| 6,344 19,472 | 1,868 7,321}16,393 | 1,766] 6,810 ‘13,965 ‘ | 33- ’“ fi52,rf f3i5'.

Souvcet 1979 Sauple of 22 SeciTres




;fsooeitﬁ.“"As a'reSult;~it istestimated that more than
'ﬂ75 percent of all socleties have total assets of less
‘Tthan KSh 1 milllon. Such socleties usually require
ffalrly heavyvtechnical support, yet beouase they-are
small, they are unable to assume the full cost of
lthese'services, thus exacerbating the strain on the
1already*limited human and finanoial resources at the
national level. This strain is further intensified
by the very youthfulness of the movement; the average
isoc;ety has been in operation just 4.3 years. This
‘factor, combined with the high turnover among society staff
rand leadership has precluded the movement from develo-

(- suffuc\dnf

ping pool of skills at the primary level.

l.4.2., Management

Information obtained from the sample societies identi-
fied a number of'problems with respect to organizational
,.management; Since members of the management committee are

v',elected annually, there is frequently high turnover and-
" corresponding lack of continuity. It becomes virtw ally
vtlimp0851ble to meet tralning requirements, thus committee
\'members are often unable to perform effectlvely. The -
”l’ability to,set-policies,wdevelop plans, monitor society

f operations, partiquigrlyfrelated}to financial matters,



_us

’is often 1nadequate._ More serious were' the insta- |

ncesin some soc1eties of the misuse of - committee

,power to obtain unusually large loans or other special
benefits. Since soc1ety;staff-are;generally.not‘prote-
cted'by:the»existing labor‘laws,‘thej'maylbe subject to- undue
influence byathe committee to accede to these demands.
Apparently several managerslhave.'been dismissed because

' . , R
they were unwilling to %ooperate.

It follows that many socleties have not been able to
attract or retain highly qualified staff. With little
job security,'relatiVely low salaries; no job des:rip-.v
tions, and no structure for advancement, capable staff
members.sopnpleave.~AAs'Zsmgny basic functions and acti-
vities are ideegrtelygperformed at the society level.
The survey indicated. that little or no organizational
planning was being carried out, office management
procedures were \peaK, information was often not properly
compiled stored, or subJect to easy retrwval, and fina-'ﬁ
ncial controls were frequently 1nadequate.‘ The most

51mmediate effect has been registered in the area of

_accounting.,;

2Bookkeeping in the smaller societies 1s performed
iby volunteer treasurers, often with no real training

1or experience in accounting. With payroll deduction,

;even small societies have a 1arge number of transactions
x b
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'each'month;1,As:a.result} volunteer treasurers are
eeverely taxed*to keep'the‘bookkeeping records up~date,
iand in fact, the maaority are usually several months
;behind. Without accurate, current financial records,

;the fiscal integrity of the society is greatly threatened .
One approach to this problem has been the bookkeeping

b centers‘developed and,operated by KUSCCO. However,
"due-to problems addressedlin the subsquent section,

~ the accounting situation.for many societies has not improved.

o Among the larger societies with paid staff visited
by the Study Team, accounting and bookkeeping was
'also an area needing substantial 1mprovement. vﬁﬂfkougk-a.

* uniform system of accounts has , been developed 1T has nel
' in all secieTies.

been implemented, The staff turnover problem mentioned

above has had a particularly deleterious effect on society
financial record-keeping. Little or no financial
-analysis is performed in part due to the lack of

uuseful financial statement formats. Societies pre-

pare member statements only infrequently, often once

a year. Ledger reconciliation is also not performed
fwith sufficient frequency. ‘The current accounting
gsystem does not provide for adequate 1ntermed1ate

}summarization, thus an, inordinate number of Jour-



nal entries ‘are required. Finally ‘the payroll
deduction f'eFor1'4 frequently ‘does not% 1dentify

,the 1nterest portion in the loan payment, requiring
| xtensive calculation by sacre@;bookkeepers.

The- Mini'st'ry, ‘as well as KUSCCO has concluded

-that the shortcomings in this area require imme-

diate attention, starting with an effort to develop

: and~implement a standard accounting system for all

Lab3.

. societies. Based on the information gathered, the

Study Team would give'fulltendorsement to this effort.

‘Liquidity Management

('
Most societies have\yet developed effective liquidity

| management procedures. Few perform analysis of their

asset term and earnings structure, and most have only

rudimentary estimates of their loan demand and capi-

::tal requirements. As a result, a large proportion of

ﬁithe-smaller; poorer societies have insufficient capital

‘to meet member loan demand, while in contrast the larger

ifsocieties generally have suplus capital but lack: ade—

;;quate investment opportunities. 5

Mav-e. beev\ S-orccd To raliowm -

E]Societies in a deficit capital situation <redit either ,

f:by reducing the requested loan amount, or by delaying

?jloan approval and disbursement, or both. Members,'“
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lparticulafii"tﬁcse*needingﬁldans~for'emergency
purposes, are inadequately served leading in
some cases to- withdrads from the society.
Adequate forecasting, and the ability to obtain
‘external financing is necessary o meet this

';Pr(?blem'-"

quch financing could be obtained from societies
accmmulating capital in excess of their own member
iloan requirements. Present investment opportunities
are quite restrictive, such that returns on invest-
ments areﬁrelatively low for most socieites. -Several
societies had large balances in their current accounts,
,faf‘in excess of that required for liquity purposes,

- simply because they were unable to pnofitably invest
these funds. A number had invested funds in commer-
cial banks and other non-cooperative institutions,
d‘ccntrary to the precept that cooperative resources

should remain within the cooperative sector.,

‘fIt seems evident that society officials.could
37benefit"from training and assistance designed to
~mimymve their liquidity management capabilities. It
t}is also evident that a central finance mechanism
fﬁdeveloped and operated by KUSCCO, in coordination-
mewith,the'Cooperative Bank, would be of immense

. "value to the movement. In many countries, Central
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- finance is | the single most important économic

service Which_éﬁleagué'can provide to its affiliates.
It is the,méchahism through which'excessAliquidityQ
tYpically'generated by the larger, usually urbdn_-

-societies ‘is transmitted for on-lending purposes

to the poorer, normally rural societies. Central
funding serves a stabilization function within the

system and is also a means of risk diversification.

- The development of a central finance facility is a

1-4{4-

 key priority’for}KUSCCO in order to serve member
societies effectivelx'and at the same time, expand

its income base,

Loan Collection

 Loans inarrears is a chronic problem for the Kenya

movement, but not one of critical proportions since

‘the payroll'deduction method asswes the prompt

repayment of most loans. The most common instance

occurs when the borrower leaves the common bond,

by changing jobs or retiring, before completing

" payment on his loan. Few societies have developed

or implemented *deliquency (effective) control and

‘ﬁcéllection-progedures, and for the relatively

~$m§11 amounts involved, the cost of legaljaction‘

3



:becomesiprohibitive. As a result, most societies
have a number of delinquent loans often dating

back several years.

:;Offthe~sample societies; most had .only sketchy
Zinformation on their delinquency situation, Usua- |
v?lly the number and -amount of delinquent loans could
:onlyibe estimated by the manager, since delinquent

, accounts were not separated out, nor were delinquency
,'reports prepared regularly. In one society for which
-’data were available, delinquency was quite high. A

| totalf%Zh loans for KSh 1.7 million were delinquent,
representing 6.9 percent of total borrowers and 15.6

- percent of total loans outstanding. These percentages -
are likely‘to‘belhigber than average, yet without adeduate
information, other societies conld be experiencing
similar delinquency rates without being fully aware

,;5: the situation. Nearl& all societies mentioned it as -

fa.problem for which assistance was sought from KUSCCO.

iThis area would seem particularly amenable to centra-
i“lized action. A KUSCCO legal services ‘program des;gned
;to assist in the collection of defaulted loans would
5“realize ‘the economies of scale necessary to defray

‘ the related costs. MofT of the costs



quuld-bé paSSed'oéf%he defaulted borrower. Strong
fbé:king_Would be required'frbm the Ministry iniorder

“to succeed in this area.

:Cne.fihal note relates to the need to establish
';bfacédures-to write-off unrecoverable loans. Most
 $o§ietieé*had‘never written off any loghs, even
floahé-yéars overduenwhich'.tould o Vhﬁve_been
| i‘fh#rgc__ac} as _a; bad déiat expensé's;‘ Ministry and KUSCCO
"‘atﬁention,ghOu;d be.directed*to this»afea;,‘
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‘2. “KUScco

2.1, - Purpose ana structure

KUSCCO Limited is a union(often called a
‘federation or ,lea-gue in other countries) open
to all co-operative savings and credit socie-
ties_in Kenya and is registered under the Co-
| operative Act. Its primary goals include:
« Promotion and development of new socieites.
. Representation of the movement in public
. affairs and govergment legislatibn.
o Liaison with the Ministry of Co~operative

Development.

. Establishment of a common code of ethics.
. Education and training of society members,

officials and employees.

. Development of society. operating systems
- and maintenance of uniform accountancy

methods.

« Improvement of internal society management.

‘KUSCCO is avnon-profit,.service orgénization governed
by a democratically elected Management Committee. The

supreme 2uthority of the union, as with the primary



societies,resides in the General Meeting of the
1membership;each member-societj in good standing

ﬁae one vote. fThe Management Committee is comp rised
of ll members; 1 member is elected by each of the &
Provwwlal Councils ( sub~-national organizationalunits
representlng all the societies in each province), with
the exception of Naircbi, which because of its size
has 2 representatlve5° and 2 members elected by the
LO natlon~w1de societies. An Executive Committee
consiting of the table officers of the Management
Committee.is responsible for ensuring that all
‘directives and resolutions of the Geperal Meetings and

Management Committee are carried out.

. Day-to-day operations of KUSCCO are under the direction
of the . General Marager, who is appointed by the Mana-
gement Committee and sﬁpervised by the Executive Commi-
ttee. He is responsible(fof the general management of
KUSCCO and supervision of all enployees. The current
staffine mattern of KUSCCOA is:

POSITIONS
Office | - Senior . Book  Machine Subor~ Total
C , SRR - Keeper Operators inate
Head Office 5 - - 9 14
MNairobi . .1 6 2 2 11



:ﬁéétefn” | ' ;‘ 3 _ T s
Central - 1 5 - 2 8
Rift Valle: 1 8 - 2 1
‘Nyahzé &nW?$t95§f f 1 5 - 1 7
w: L T T E &

Senior staff includes the Gweweral Manager and his per-
sonal aésistant, Education and Risk Management Officers |
and Accountant at the head office, plus the 6 Branch
‘ﬁanagers. Subordinate staff includes secretaries, copy/
’typists,hreceptibnists, drivers, messengers and a watchman.

, Z.L;“Membershipb

The'member-owner$o£ KUSCCO are currentiy 379,affiliated
primar&'societies,located throughout,the Republic of Kenya.
”TableCFé Summarizesnthe number of member societies located
-inﬁgach‘pro#ince, grouped according to asset size. Thel e
éiassifications were made using year-end data~supplied

‘b& the'Ministry of Cooperative Development. It is

safe to.assume that the 91 member societies for which
Jdéta‘wengungvailable represent new and very small socié?

‘ties which either were not registered at the end of 1978



D
‘-;TABLE No. &6  KUSCCO_MEMBER_SOCIETIES
- Number of societies in each
. asset size group(KSh millions) .
- Societ-
T e : , . ies not
Province . Over 10 1 to 10 Under 1 Reported Total
 Natrobi 9 . 39 9 22 169
_Eastern o 3 g 0 11
Rify Valley 0 7 12 12 31
Nyanza. 0k 1L 11 29
Central 0 11 15 37
. Western 0 1 Y 1 20
Codst . n 1 . 21 79
‘,North Eastern 0 0 0 3 3
TOTAL 0 69 209 9oL 379



: crtod o} 4«;1'”«, lnave r.e-rrl-td ‘over Thewr
‘or, because of their short financial data for

-inclusion in the 1979 reports (in accordance with
prevailing practice)

iThe preponderance of KUSCCO's. membership is clearly‘
f ‘in the small and/or very young categories, which
include 300 societies or nearly 80% of the total.
This reflects the high rate of growth of KUSCCO's
membership, which has increased at a compound annual
rate of 33.8% from 1974 to 1979. This closely appro-
ximates the national growth rate of total societies

of 3)# per year., The implications for KUSCCO of this
growth and the concentration of small societies will be

discussed in the following section.

Most of KUSCCO's member societies are located in the
Nairobi and Mombasa areas, while a.pproximatelysq%

. are found in the rural areas, including secondary towns
and villages. Individual membership data from the
Ministry indicate that KUSCCO affiliates at the end
of 1978 (the latest year in which data  aveilable)
served approximately 190,000 members out of the total
movement membership of about 220,000. Thus the

~ strengthening of KUSCCO by the proposed project will



'ultimately benefit over 85% of all. savings and.

credit society members in Kenya.'

Given the fairly wide distribution of affiliated
‘society membership througﬁ:ienya, many of these

benefits will be enjoyed by persons outside of the
urbanized areas of Nairobi and Mombasa. Agairn,
according to Ministry data, about 40%, or 76,000
members, reside in rural areas and secondary cities

and towns, while the rerainder is found in Nairobi

and Momtasa.. This contrasts slightly with the
distribution of the number of societies, (5% of

which are registered to operate in Nairobi and Mombasa.
The reason that proportionally more members than socie-
‘ties are fourd in rural areas is not due to the rela—
tive size of the societies themselves. Rather, the
Nairobi-registered societies include some 4O nation-wide
units, representing members living and working throughout
FKenya. Thus nearly 30% of the total merbership repoirted

Tfor Nairobi societies is actually located in rural areas.

As’ noted previously, mo t of the societies affiliated “
fwith KUSCGO are of the occupational or closed-bond type.

L 5B
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QThe‘common bondvofethese societies is’limited to

' aétive employment ih the sponsoring firm, goyernment
ministry or other organization, No generalizable deTon

dke‘hurrently available on the differentvoccupations

served by the movement in Kenya. It appears,

' however, that virtually all areas of economic activity

‘are represented,.from the - very small firms to the very
large ones. Virtually all societies are single-emplo-

| yer-based thus pﬂmitting ease of payroll administra-
tlon,ana.proee551ng. A very few societies are attempting to
open theireeonds to include employees working for different
employers put in the same occupational group. This
involves multi=-payroll processing, but should permit

societies to resch a more economical size,

. Similarly, some ministry-based societies are allowing
members who change ministries but remzin on the govern-
vment.payroll to continue their membership. The Government
payroll office then processes their check~off loan and
share deductions in the normal manner, forwarding pay-
e~mehts;po the original society_of~membership. Development
of ft_'h'rs' " capability, while helpmg individual members

{;meiﬁtain continuity iﬁ,their.sevings and borrowings, has



‘also beneiited societies by improving their
ability to collect loans which. otherwise might
'have been defaulted by employees leav1ng the
iparticular ministry's payroll. ‘The enhanced
?capabilities within KUSCCO which the proposed
project will support, maf be expected to lead

to further innovations which will benefit the indi-

vidual member and the societies alike.

One area ih which the project is likely to have
an invaluable, long term impact is in laying a
foundation for}development of open-bond or
residential societies particularly in rural
1OCalltleS. While this has been'}raught with
problems in the past, a strengthened XUSCCO will
be able to design, implement and, manage the

~ appropriate support services necessary if open-
. bond ‘societies are to florish in Kenya. The proposed
prOJect will not include the development of such
fsocieties during its short life; it will, however,
i support the qualitative improvemeiit cf KUSCCO's

: pinstitutiopal capabilities which is a neceéssary
'}precondition for successful development of open-

lgbond socxeties.' o



2 3. Achievements
- .2 3 1. Growth

’ Supporting the promotion, organization and ini-

’itial deveiopment_of-cooperative savings and credit

- societies has been KUSCOO's most visitle achieve-
'A‘ ment during the first five years of its existence.
From an initial base of 155 societies in 197, .KUSCCO
has workeo with;the Ministry of Co-operative Deve-
lopment to increase the total number of registered
societies to nearly 600 by September, 1979. At the
same time, its own membership of affiliated socie=-
ties has grown nearly four-fold, from 95 5001eties
to 379, while individual members served has risen
from less than 80,000 to rearly 200,000, This
promotion workload was recently increased by the
Ministry decision to have KUSCCO undertake sole
responsibility for the pre-registration organization

andﬁsupport of all new societies.

KUSCQQ;bas»respondedito;this_rapid growth of both its own

mémbership and the‘moVement.as anwhoie by greatly
equnding its cperations.; Staff has increased duringr'
1979 from L6 to 70, while the total number of offices

: *}and service' centers has reached 13., Unfortunately, even



i’this remarkable growth rate has not Kept pace
With the needs of the movement. While KUSCCO has

;'managed to develop and implement new services,

'particularly in the areas of risk management and
centralized bookkeeping, both the quality and

| qpantity of output have been severely limited by

technical, financial and staffing constraints.

'Just as growth has strained the ability of society
managers to administer their portfolios and serve
an ever_increasing membership, it has trapped KUSCCO
in a "chickenland egg" dilemma. Unable to serve
adequately the majority of its member societies, the
union has not been able to charge and collect the
T‘dnes‘and fees needed to improve the required service
cepabilities. The proposed management development
:ifproject.will help to break tnis vicious circle by
fffinancing the irstitutional development of KUSCCO
resulting in exfonded and improved mernter services.
| This will permit KUSCCO to 1ncrease its service

icharges to a true break—ever level and to develop
- other revenue sources, including central finance

"t~aud1t1ng, loan collection and. society management



*Serviées; ~A-sbund technical'and-financial base
will have been createq to meet the increasingly
vaned and sophisticateu needs of Kenya's co-operatlve

fbavings and credit societies.

2,3;218ervices
& While'KUSCCO has encountered considerable output,
quality control, and pricing and billing problemsA
ih the provision of services to its member societies,
itlhas'been successful in meeting at least some of
~ their needs despite severe financial constraints.
Society leaders and managers, as well as co-operative
department personnel, have expressed their desire for
improved and expanded KUSCCO service capabilities as
well as appreciation for the services currently being
provided. Their primary concern, of course, is how to
.obtaihfadditional services. The project will address
‘tﬁat cencern by developing a sound operating environ~
ment for the management of KUSCCO's current service
’pfogram. As problems are reduced and bettlevwecks
elimlnated, Jncredsed xesouuce« w1ll te obtained
from hoth interial savings' and movement sources. These

1human,'f1nancial and technieal resources can thea be



1directed*bY'KUSCCb into- the development»cf new.
'services with perhaps only nnnnwual need for

‘external aSSistance.

‘The following: summarizes the current status

of KUSCCO services

‘. Educaticn and training : this essential

serv1ce is offered free of charge to both
affiliates and newly registered societies.

It is targeted toward management committee
members and society employees, with emphasis
on technical,ilegal, financial and managerial
suhjects. Easic activities include seminars,
member information day and participation in
society annual general meetings. Most
seminars are held at the Co-cnerative College;
during 1978, 28 seminars were held serving 910
participants, while 562 society personnel had
,participated in 16 seminars by dJune of this

year.

Risk management : this KUSCCO department admini—

'sters the ACOSCA term life insurance program, which

Kl



'“‘eovere perticipeting socleties' savings
i'and'idan accounts. Premiums are paid by the’
soc1ety, benefits to the membership 1nclude

' a ’cash payment of a multiple of the savings

| balance at time of death or total dnsability,
-and the cancellation of non-defaulted outstanding
loan balances. The number of participating
societies has increased from 100 in 1976 to

250 by September, 1979. During this eeriod,

330 claims totaling Sh. 1,186,000 have been paid.

.Centralized bookkeeping : this service is dire-

cted at societies with membership of under 1,000,
through some larger societies are included. A4
total of 166 societies with a membership of nearly

L0,000 were participating as of June, 1979.

~+Sale of stationerz,: KUSCCO sells,etandard -
'oﬁefating forms to both affiliated and non-
aff;lieted societies, mainly through the book~
keeping ‘centers. Total sales from 1975 through
- September, 1979 are valued at Ksh. 298,349.



2.4 Problems

Ralioal.

‘Despite ite achievementS‘in promdtingrthe

hgrowth of the movement and providing basic services

to ‘its member societies, KUSCCO's future growth

and development depend on the immediate resolution

of serlqus.managerial and economic problems. These
problems fall.into three broad categories: general
ménagement, finances and staff. The successful reso-
lution of similar problem incther sectorrof the Kenyan
co-operative movement suggest that KUSCCO also can

be a531sted into a position of financial and technical
eelf-sufficiency._ The following briefldescribes the
majorvareas of need which the proposed project will

address,

Manegement

The.lack of efficient internal management of KUSCCO's
operatiorns. and financeshae impeded the provision of
oost-effective'Services to the majority of its member
eocieties.a‘The areas of menagement needing immediate

attention are organizdtional structure, systems deve-

lopment, planning, supervision, control and follow-up.

7,
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'4'."KUSCCO'S organlzational structure is "flat"; that

'v"is, ‘there are no intermed;.ate levels between the
Ageneral manger and operating personnel, except in the
““branch of:f.‘icee. The general manager is constantly
~involved in matters o'f a _supervising or 'operating ,

. nature, which prevent him from addressing the institu-
.tion's critkal management needs. Faced with-too many
demands on his time, he is unable to do more -than react
to problems as they arise., His supervision of opera= '
tionSis replaced by ad heg participation in them.

As & result, LUSCCO's departments operate in an
uncoordinated manner, with some work being dupli-

ce.ted while other critical functions remain unattended,
Fa.ilure"to delegate authority to key department perso-
nnel has prevented holding them accountable for results;
results then are not achieved. Immediate/Brganization
is need‘ed'if KUSCCO is to respond effectively to the ever

increasing demands of its member societies.

‘For the reorganization to be successful general
*’menegement and operating systems must be developed

,he.nd implemented. Currently, each area of ac{-,j_vity opera-

Sowme
tes. on an non-integr qted basm, procedures are not weell
( a.rT\culav\ fow.uua ;ys'f-ﬂ-:
def ned and there is great variance in performance



,etandéfds. Training'oflﬁewiemployees must be done without

‘reference to operating guidelines, the problem is compou~

worKers leaving cnrlm el

nded by reliance on '. ' to train their’ successors.

fSlnce there is 1ittle room for promotlon given the flat
.ﬂerganuatlonalqstrncture, there is no ‘incentive for
sﬁpervisory employees to develep sub-systems encou-

raging advancement of their subordinate staff.

The absence of defined systems has prevented
effective, objectives-based planning. While KUSCCO

is well aware of its major needs and has taken steps

exsTs jor Tht implemeciaTiom hrlo“a";rlns,

to resolve its problem, no strategx«and evaluation
of the required intermediate steps. Most of KUSCCO's
plans

do not specify, in measurable terms, the
outputs to be achieved. The planning problem is in
‘part a result of the lack of delegation, since employees
are not expected to resolve problems or meet targets on
their own initiative. Even where some delegation
exists, as iﬁ the branch offices, most management
_‘repofts describe activities undertaken and problems

”enéountered, rather than specific results achieved.
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Cbntroi and follow=up by KUSCCO management

is done on a ‘crisis basis. Without adequaTe
fesources to employ mid- level supervisors,
field and even headquarters operations cannot
be monitored regularly. This inhibits early
dete 2tion of potential problems and taking
steps to prevent their ewveolution into crises.
This has been a particular problem in the
bookkeeping center and KUSCCO accounting and

insurance departments.

Techniéal assistance to be provided by the
pfoposed project, particularly in the areas of
organization, system design and planning, can be
expected to resolve these problems. They are
typical in young, fast—-growing cooperative organi-
zations lacking sufficient yvesources to meet their
current needs, much less address the longer term

d.gv-do mtal, While Kuscco's s'iTualidn is
issues of instluutional is * skrious and needs urgent

A
attention, the prospects for success are good.
The primary societies are relatively strong and
are fully capable of assuming the costs of operating

the union, once the proposed short term assistance

(1'\
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-';has :meroved management and brought KUsCCO's services

up to the quality and output standards demanded by

the movement.;

Finances. . -

ﬁnderlfing'the management problems discussed above

are cr1tical financial ronstraints. The high

growth rate of the number of small, dependent primary
societles, comblned with Ministry of Cooperative Deve-
lopment insistence that KUSCCO provide greater mana-
gement support services (particularly bookkeeping),
has?forced KUscco into uneconomically rapid expansion.

This has resulted in poor quality seriices, ineffectively

msnaged collections and primary society reluctance to

pay. 'This‘has limited KUSCCO's current revenues which

has simply reinforced the problem. Short term financial
support is needed immediately to allow KUSCCO to get its

_operations under control and then'proceed to develop

‘on a’ sound basis.g

jDespite these problems, KUSCCO has inﬁact made consi-

derable progress in generating earned revenues to cover
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-at least partially its operating costs. As
TableNo. C-7 shows, earned income has grown
:ﬁﬁfhbre than 100,000 shillings per year; the
;ébmpound annual growth rate for 1975 through 1978
}(éstimated) was 69%. Including external grants,
total income grew at an annual rate of 394, while
the contribution of earned to total income nearly
doubled, rising from 22% to 39%. This is an impre-
ssive achievement for a small, understaffed organi-

zation with all of the problems cited above.

Nevertheless, these management problems combined

with the perceived need to dramatically expand ser-

vices delivery, have had a negative effect on the

net earnings performance of KUSCCO. Total'expenses

more than doubled in the 1975~1978 period and deficits were
recorded each year. 1977 was a particularly bad year
due to overexpahsion of the bookkeeping services

~in anticipation of a supportive grant that never
malerlalized. The other deficits, while relatively
minor in themselves, have not been balanced by addi-
tional surpluses after the year of organization.

Thus the accumulated deficit had reached a total of over
- Sh. 650,000 by 1974.



| TABLE No. C 7.
- KENYA UNION OF SAVINGS AND CREDIT CO-OPERATIVES

INCOME AND EXPENDITURE

- 1975 - 1979 (1)

-~ INOOME u 1974 © 1975 1976 1977 ' 1978est = 197%st. (2)
Earned Income ' | - '

" Dues 10,646 65,295 65,144 193,895 253,141 239,065
Service charges - 23,630 62,835 134,553 231,837 223,831
Risk Management
Commissions 6,192 12,298 43,688 118,897

Other } 2,639 26,093 119,309 41,207 24,305 263
13,285 115,018 253,480 381,953 552,971 582,056

Grants
K.A.F. (3) 118,791 298,034 350,855 238,521 790,466 556,900
ACOSCA 47,303 49,144 39,692 2 2 2
AALC (3) 4,119 71,702 106,148 45,040 77,370 50,000
Sub-total

190,213 418,880 505,695 203,561 867,836 606,900
Total Income 203,498 533,898 759,175 665,514 1,420,807 1,188,956
EXPENDITURE _
Administration 169,079 555,150 549,575 848,712 985,487  76L,415
Finance 4,348 17,019 9,815 52,913 81,73 67,351
Other 18,348 91,156 236,540 249,336 400,078 440,565

TOTAL EXPENDITURE 191,775 663,334 795,930 1,105,961 1,467,299 1,272,331

SURPLUS(DEFICIT)

11,723 (129,436)( 36,755) (u85,uu7)  ( 46,492) (83,375)

NCTES: (1) 1978 and 1979 data are estimated from trail balances. Audited
| . statements are available from 1974 through 1977 only.
- () | September 30th 19793 other data are year-end positions.

(3) 1979 K.A.F. income includes KShs.483,777 in reimbursements

receivable, and a pending balance of KSh.8,420 from AALC.

* SOURCE:  KUSCCO.
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'ﬂKUSCCO'management'has'clearly,ngt run-upcfhese
- deficits intentionally. Rather, they are,to
~1argeiy technicai“factors~which the proposed

_‘project will re'medy, There are:

» Inaccurate forecasting of projected
income, and use of -these estimates to

.','balance Flanned cost increases.

. Implementing costly new operations

before funding has been secured.

. Inadequate accounting
. system and bookkeeping procedures.

 The ledger accounts are neariy two years'in‘arrears.
‘The last audited statement available is fer1977.
- Trial balances are prepared monthly, but do not
show transactions for the current month; account
" balances are for the year-to~-date period only. The
Aformat of the trial balance does not allow for sepa-
ration of accounts into the ma jor income, expense,
‘féssét, liability and members®' funds groupings.
:;qutftrial Salances are simply accounting machine
‘;proof sheets with accounts identified by number only.
 ,Analysis by staff, the general manager or the Executive

and Management Committeesis rendered extremely difficult.



o Dysfunctional Budgeting Procedures-

(.Annual budget items are not broken-out into
;ffmenthLy,or quarterv,accounts for intermediate
‘reeoneiliation and control. Reconciliation reports
for the monitoring of expehses and collections

are not prepared nor submitted to the Management

and Executive Committees.

; Ineffective billing and collections system, resulting
iu exeessiue bookkeeping and staff operations while
:not generatlng status information on amounts owed to
KUSCCO versus amounts actually collected. Collections
are done by banker's orders signed by the society for
direct funds transfer to KUSCCO accounts; most orders

.are jeers out of date, with receivable amounts based
uon‘estimates made in 1976 or 1977. a prdcedure
’GXIStS for calculating amounts due for the various ser-—
. buT is neT twplemenTed

.L‘vice and dues charges,\noﬁﬁmonltoring the up-dating

of the banker's orders by branch managers. Bllling
*“ie’refnmstive; the system does not allow for estimation
o offfuture amounts due nor prepayment by the societies

f'with'accrued charged then. being transfered by KUSCCO.



In éddition, thene are'mqré fundamentalproblems
involved in KUSCCO's financial condition. First,
'; services pricing ié.not.done on é cost~-recovery
ibasis,' For example; the bodkkeeping services
¢harge_is;29%_of the previous year's gross income.
MbSt’of}thezsoéieties enrolled in the service
are,small; have low earnings and are often a year

or more in arrears. Thus KUSCCO must absorb opera-

: tihg losses, in effect giving largely free services

to these small societies; at the same time, the
secveTies, ‘qu'ﬂy becous< of Tha high 20% charge
largegﬁ do not join the program. A cost-based
'price would remove the tax and income redis-
tribution implicationsof the service, thus moti-
vating more socisties to join while generating
increased income for KUSCCO. Indications are
that even the smaller societies could absorb

full=-cost pricing of the bockkeeping services.

A second problem is KUSCCO's dependence on a
high cash flow to maintain externally funded
operations., Current external grants are made

on a cost reimbursement basis without prior adva-

72

-.nce of funds. Thus KUSCCO must use its own internanf'
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geperated cash flow to pay costs(principally
'iqfﬁﬁefeducation prograq)forewhich it will
%netwberreinbﬁrsed'untii considerably later.

; These_grantsv(which are only received if the
expenditures have been made in advance) acceunt

for over half of KUSCCO's income, severely consfhidning

cash allocation decisions.

* A related preblem is society need. MMost of the
societies using KUSCCO services, principally
bookkeeﬁing, have no other alternative and the
Ministry has maondated KUSCCO to serve them. It
would perhaps be politically impossible to-eliminate
them from the services for failure to pay charges
owed, and difficult to change the fee structure,
:given'the numerical preponderance of small, low

, gfoss income societies. Thus KUSCCO, in order to
maintain its cash flow, continuesto serve these
;societies despite their failure to pay the full charges
ﬁowed. The problem is compounded by not accruing

iifees owed to KUSCCO so that subsequently,when the

X 7l



fSQcietiésy‘income has increased, the income

,féan,beﬂrécqﬁered. Full collection of book-

‘dkeép{ng_féés would increase KUSCCO's total

',:sgrviée charge income by about 15% at current

' ;5%55. This would not, powever,'cover full costs.

’ Fortunately, KUSCCO has a strong economic base in
its mémber societies. Their earnings spread is
relatively high and the average society in each asset-
size group is comfortably above the minimum break-
reyén point. Possible dividend rates range from 2,64 ir
the under—one-million in assets group, to 3.8% in
the- one;to-ten-group, and 4.8% in the over-ten
group, at -current asset, cost and membership levels.
If all societies were to pay 100% of dues.owed and
adopt all services (with the exception of bookkeeping
by the over ten million group), there would still be
funds available in the average society to meet addi-

- tional costs, faund their required reserves and pay
dividends.” Table No. C- ¥ shows the costs associated -
with KUSCCO dues and Services wiTh revised(full cost)

- pricing and 100% collection rates, and The impacT on the

- average society, as well as the percentage

C amannt nf ita ocranss inecama.
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TABLE No C-% (COSTS AND IMPACT ON GROSS
. INCOME TO THE AVERAGE SO~
CIETY OF ADOPTION OF KUSCCO
SERVICES(SH.000) .

Asset Size Groups(millions)

Over 10 1l to 10 Under 1
Amount % Amount. % Amount %

Sociéty data

Average membership 7,243 - 1,191 - 118 -
Average assets(78) 11,609 -~ 1,646 = 95 -
Gross icemerate - 9% - 8.3% - 7.8%
Gross income 1,044.8 = 136.6 - 7.4 -

KUSCCO Costs

Amount and % .of

Gross Incomqbues 12 1% 5¢9 Le3% 0.4 5.4%
Services Charges - - 25.0 18.3% 2.5 338%
Insurance 148.8 14.2% 21.2 15,5% 1.3 17.6%

160.8 15.2% 52.1 38.1% L.2  56.8%

Impact
- Current Expense: :
Income(E:I) ratio . 26.3% 32.5% 37.8%
E{I with KUSCCO costs L1.5% 38.1% 56.8%
% Increase of &I withaddhin 57 gd 17.2% 50.3%

0 Kusceu costs

<P. 7“5/



5‘Tap;erNo;C*8 also shows what imﬁapt the absor-
{xpfioh‘SE fﬁii,KUSCCO support costs might have on
V?théiaverage society's gross expense: income (E:I )
fétib,- For the societies with over ten million

in assets, the E:I ratio with KUSCCO costs is
calculated asthe Sum of the current E:I . ratio

: plﬁé tﬁé additional dueé and insurances costs.

For the other societies, the increase is measured
between the current E:I ratio and the ratio with
KUscco coéts, This 1s done under the fairly weak
assumption that the major portion of current over-
head éosts would be absorbed by KUSCCO through its
bookkeeping and reporting service. Given these
assumptions, it is clear that the majority of
societies would face an increase in their operating costs,
bﬁt would still have considerable net income avai-
lable to pay di#idends and fund their reserves. As
‘the project incfeases KUSCCO's ability to deliver

- these Bervices while improving their quality, societies

P YRR, % RN U S
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- There is.ejéﬁéhcg that not only are funds
-afuilabie_currently, to'pay KUsCco dues and fees,
* ‘but that societies would be willing to do so if the
7:§§ality of management‘énd services improved. This
,was stated by leaders of most}sampled societies,
while one said that the only reason they.had not
‘paid was that a bill had not been presented.
Analysis of Ministry data indicates fhg} KUSCCO

is currently collecting only about 48%<its pote-
ntial dues, KUSCCO records showed that only
58% of societies were making payments of any type.

It is probable that if KUSGCO had collected

all dues and feés owed to it in 1978, it would have

made a surplus.

KUSCCO has managed to finance its recwr. ing
deficits and meet its cash flow needs principally
by borrowing society funds. Unfortunately, the
limits of sych borrowing have been reacheq)due to

| reduction in KUSCCO's net worth by the accumulated:
didficits., While these borrowings have largely

‘financed KUSCCO's development to date, the carrying

costs have become excessive and current account
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“surpluses are urgentlYFQeedéd»ﬁb.begin capital

fépayments.

As & result of KUSCCO's very. low debt-equity
ipoéitioq/and ihability to pay dividends,member
fédcieties have not been buying union shares on a
regular basis. Many societies have only bTdught
the minimum number of shares requlned for affiliation,
and the overall average is only 518 shillings. An
automatic capitalization szheme is urgently needed,
both as é precursor to a full central finance
(interlending) operation and as a means for debt refunding.
Given the relative liquidity of many societies, funds
are available within the movement for share purchases,
if reasonable dividend rates were assured. The
pfoposed project will enable KUSCCO to eliminate its
deficits through improved management and temporary
financial support. This would femove society fears that
their invested funds might be spent on recurrent
ekpenditure}and. permit a capitalizavion mechanism

" to function.
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 De$pite KUSCCO*s financial problems to date, the

outlook for the proposed project is good. Technical

‘assistance and direct supervision of union financial
,management by the Executive Committee and advisors

will.tighten fiscal controls. Financial assistance and grant

advances will permit more effective cash management

while eliminating deficits and the need for shorﬁ term
borrowing. Improved general management and re-
organization should lead to increased productivity,
billing and collections. A stronger KUSCCO will reawaken
society confidence and willingness to resume share invest-

ments in the union.
Staff

Tneffectual management, combined with financial diffi-
cultie§/relatively low'salarie§,and lack of a career
ladder have had a profound impact on the ability of
KUSCCO to attract and retain qualified staff at all
levels. This, probably more than any other single
factor, has led to KUSCCO's deteriorating image as a

service organization.

Rapid expansion has forced KUSCCO to employ people
with little appropriate experiénce, and training has

X@Z,



been,virtnally non-existent. Quaility of
employees,,rather than their quality, has

been the overiding concern. Given the lack of

‘systems and delegation of authority, growth has

compounded the confusion and added little to overall

productivity. The high number of employees has
diluted the wage base, leading to job dissatisfa-
ction and high employee turn-over. In effect

KUSCCO has acted as a training _éround for society
managers and bookkeepers; many of, secidtios are not

even paying their dues. A KUSCCO employee can
increase his salary 30% - LO% by leaving to work for a
society after learning his job at the union. Many
KUSCCO bookkeepers, once trained, have left to become
society accountants or managers, raising their salaries
from about Sh965 per month to an average of Shl300 in
the intermediate societies and Shl580 inthe largest.
KUSCCO department chiefs earn less than most managers
of the larger Nairobi societies, - and have less
managerial authority.

The high turn-over rates have meant that RUSCCO

" has been unable to build up a core staff and expe-

rience base for the training of new employees. The
resultant low level of qualifications and job skills
has made delegation of autnority difficult while
inhibiting management from granting salary increases.
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fTﬁ;fbropbséd projéct will_help to break this vicious

“ .c"ircle bf permitting a general reorganization,

~including ufsrqd ing or release of employees on the"

baéis of merit and capabilities. Technical assistance
will permit expanded and improved staff training.
"Temporary financial assistance will permit salary increases
to bring KUSCCO remwestion inko line with that of its

own societies and the co-operative movement as a whole.

R.L4.4.Services

The following briefly discusses KUSCCO's service-
- related problems, areas of need }or new services; and

project impacts.

Bookkeeping:

This is KUSCCO's major service and secord largest revenue producer.
Currently, 169 societies with over 40,000 members are enrolled. It
is estimated that fee collections are being made at a rate as high
as 87% of charges due, but these cover only about 27% of true costs.
Some societies are overcharged, while others are paying nothing.
Staffing continuity is the major operating problem, compounded

by lack of work flow systems, output standards and reporting
procedures. Participating societies are small (about 240 members

- each, few over 500), theiv leadership is inexperienced and reporting

<



and documentation ne 's for the acoounting cycle are not
met, documents are submitted late or not at all/ and many
societies are in arrears when they join. As a result,
center-prepared trial balances are behird, reports are
minimal and mistakes ave frequently made. In some book-
keeping centres, the Timeliness of output and quality of
‘work have been so low that societies have withdrawn their
hooks. MNevertheless, some centers are performing quite
well and the: best bookkeepers are being used to upgrade
skills in other centers as well as provide direct assistance

to societies with unusual problems.

The major project impa.t on the bookkeeping operations
will be improved service to societies combined with full
cost recovery pricing. As noted, this will cause substa-

ntial cost increases for scciaties. MNevertheless, the total

for a single society would be less than the cost of hiring an

equivalently qualified bookeeper and opening an office
of its wm. Based on current and projected operating costs
of the bookkeeping service, the minimum break-even price

would be Sh 1/75 per mermber per mdnth.
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The project will improve this key service by developing
systems and trainim methods to increase employee preductivity
(bookkeepers are cwrrently handling only abcut 1,100 accounts
per month, a low figure considering that this is largely
"back-office" post;ing); raising salaries *o lessen turn-
over; and creating new reports for societies, including

loan defaulters, financial performance analysis, budget
reconciliation, and insurance coverage. KUSCOO will

benefit through improved reporting on society growth and
financial status, and better access to billing data.

Risk management:

This is KUSCCO's major cash source, as well as a provider
of net income from commissions on premiums. From KUSCCO's
side, the major problems are billing and collection of

premiums, receiving coverage repor't‘sij\ KUSCCO faces a

ﬁpotentially serious liquidity problem if banker's order
premium payments are not periodically revised to reflect

the rising insurance liabilities of the risk management fund.

-émm societies, and lack of systems for financial control,
accounting and repor'tingg From the societies' side, the
premiums are perceived as too high given the low risk
associated with large, closed-bond societies where employee.

turn-over and low retirement ages reduce claims. The project

X Qo



will help KUSCCO manage the program more effectively,
pay dividends on net premiums to societies, and permit
the feasif?bility study of expanded services, including
‘bonding and flexible coverage, with ACOSCA and Co-opera-

tive Insurance Society of Kenya.

Education and training:

This program is a source of restricted grant funds to
KUSCCC, accounting for nearly 40% of total income in 1979,
and more in previous years. The basic problem is the need
to provide basic society training to over 700 new society
directors each year, plus specialized committee-menber
training to a portion of the 1,200 new directors currently
being elected yearly, plus technical trairﬁ.n;:affiliate.
society managers ard staff. There is a [ack of standardized
training materials and audio-visual equipment: The project
will assist KUSCCO to develop a training system for needs
assessment, skill requirements definition, materials
preparation, and program design, implementation and evaluation.
It will also permit the explonﬁtion of alternative, fee-
supported training approaches, utilizing the general systems
and skills developed in other areas of KUSCOO operations.

| T_hése may include on-the-job training for societjr book=

- keepers in the bookkeeping centers, night school classes

~in financial management, and specialized workshops for

Iy



- fozi_ff-éoéi_éfy managers using gﬁest lecturers and manage-

 ment staff of the large, more successful societies.

Stationery supply:

While sales have increased by thirty to forty thousand

shillings yearly since 1976, no net earnings have been
reported due to failure to take closing inventories. The

implesanTed
lack of a generally society accounting system has
inihibited the development and wide seale marketing of high
quality, standardized forms. The project will enable KUSCCO
to participate with the Ministry in the development of a
- natiorwide accounting system, and its own internal purchasing,

inventory control, and marketing systems.

thile the proposed project will not address the implementation
of new services directly, a number of feasipility studies
will be carried out to investigate the market potential and
cost/price constraints of several new services. Two such
potential services merit brief discussion because they reflect
contissing problems at the society level. These are auditing
and supervision . Others were discussed previously in the

- society analysis section,

©
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- Auditing g:

' Alﬂmough the Ministry is normally responsible for the
‘auditing of all co-operative savings and credit societies,
lack of staff has necessn:ated the appomment of private
auditing fJ.rms Their fees are considered excessive by most
societies, and many support KUSCOO's intention to develop

its own audit department. They feel that this will help
KUSCQ0 to generate additional revenues, ifeep the monies

spent within the movement, and lower society-paid fees.

The proj_éct sﬁppor-ted development of a society accounting
system w:.i.ll necessarily include establishment of auditing
standards, procedures, and guidelines to be adopted by society
auditors. Similarly the streamlining of bookkeeping procedures
and improvement of KUSCCO's bookkeeping center operations will
lead to lower cost audits and develor staff capabilities to

form an audit section in the future.

SEErvisionﬁ

Many societies have expressed the need for KUSCOO staff to
visit their offices more frequently and provide technical
support. While this is also a function of the Ministry, its
limited number of field officers and wide yunge of contxol
and administrative responsibilities has impeded full opera-
tions in this area. A byproduct of the projects - improvement
in employee productivity and technical skills will be an

increased KUSCCO ability to provide increased supervision
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o théi menber societies.

AffJ.lJ.a.t:Lon :

- Most of Kenya's cooperative savings and credit societies

are nomis3lly a';filiated with KUSCOO. Nonetheless, several
large' societies are not members of the union, and about 40%

of the affiliates are apparently not paying their dues.

'The basic reason given for this lack of support is the poor

quality or unavailability of appropriate services. The

- project-supported streng‘thening_ of KUSCOO's management and
. service dévelopment and delivery capabilites can be expected

to increase the rate of affiliation and dues payment subs-
tantially.
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F3,. Development Process

As has been demonstrated in the preceding discussion,

w The sysTewm ,
the problems and needs at the primary leve%qare closely
related to those found at tue national level. In this
system, national level organizations, princ.pally KUSCCO
and the ‘Ministry, respond to problems and needs of pri-
mary level societies who in turn respond to problems and

needs of their members, as shown by the following diagram:

_l SOCIETIES

| |

| ‘MEMBER}S

S

Needs
ervic

Any impairment in the ability to provide services at
S ;ysTem, _
any level in the results ultimately in poorer service

to the member, and accordingly decreased opportunity



to expand his productive capabilities.  As

noted, movement growth and development have .
occured primarily at the society level., Although
experiencihg some problems, e.g., general manage-
ment, bookkeeping, liquidity management, delinquency,
these have not seriously affected the ability of most
societies to provide basic savings and credit services
to their members. There has not been a concurrent
development at the national level, particularly with
respect to KUSCCO. Operational and financial problems
have fesulted in KUSCCO's inability to provide high
quality services required to meet the néeds of
their member societies. The resultant effect has

been damaging, not only to societies and their members,
but also to the movement as a whole. Confidence in
KUSCCO as a dynamic service provider has been weake-
ned, many ;ocieties have stopped paying dues, and some
have turned elsewhere for assistance. A strong system
of cooperative savings and credit societies is not a

likély'prospect,given existing conditions.

,\Without‘this system, the services needed, e.g.,

 central1finance, bookkemping, training, insurance,

Vs
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‘iléga; éefviceé; audit, supplies, etc, will

 likéij not be,develdped or be only partially

| fespdhsiveito'society needs. The ultimate objective of The
' Kenyan movement is the attainment of a strbng,

fully integrated cooperative system. A development -
'ﬁrogram to strengthen KUSCCO is therefore the first

“order of business.

Based on ‘the study findings indicating the magnitude
of the operational and financial difficultieﬁ)the
Study Team concluded that adbabhase development
effort Is appropriate. Phase I, the period

covered 5y this proposal, is a KUSCCO Management
Development Project. The proposed assistance would
be directed toward improving all internal management
systems required for efficient operation within
'KUSCCO itself, upgrading current services, and exa-
mining the feasibility to initiate new services.
‘Phése II, envisioned to start approximately
yearsafter the initiation of Phase I, would dssist
-in'the de§eiopment and implementation of those new
7\sérviCes deemed feasible. The objectives of Phase I
therefore are confined L to

the development o?ﬂwell-managed, effective national
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. assbciation.. Benefits from this effort will
g‘¥$ﬁbéequently extend to.the societiés,and members,
‘particularly if augumented by Phase II, since a
well-managed KUSCCO would, be able
to devélop and provide essential services of more-
than-adequate quality. Given the critical nature
of sbme of the problems facing KUSCCO, it was the
conclusion of the Study Teaﬁ that the Phase I effort,
in order to have maximum effect, should be initiated

‘at the earliest possible date.

~ Project Impact

4,1. Economic Effects

Several consequences can be preaicted'from an effort
to strengthen KUSCCO. First, with a stfong national
association providing essential services to member

societies, a positive effect on savings mobilization

will ultimately result.

._As previously noted, there is a direct relationship
between mob11i21ng domestic savings and increasing local
ceredil socielies
investment and income; savngs and are unique in their
‘ abllity to mobilize domestic savings which would other-
i‘:wiée remain uninstitutionalized (as "box money" or in
?; ¢éttresses, ceilings, buried behind the house, etc.)

and hence not invested. These savings are mobilized

f','primarily among the lower income groups and as
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cvsuch are especially significant as security against
=assorted economic crises and a means to leverage
‘additional funds for various small business ventures.
Since the project itself is of limited duration, and
‘narrcwly defined to KUSCCO, it is expected that measu=-
reable increases in the saving rate will only be recor—

ded after the project terminates.

Second, not only will savings
ultimately increase, but .if the central finance program
is established, the distribution of available funds
will become more rational. Fundsmobilized from capital
surplus societies,usually the larger urban societies,
will be made available to capital deficit societies,
usually fouwd in the rural, poorer areas. An abso-
lute increase in the level of productive investment,
made possible by the increased availability of savings

will result.

Third, increased savings, combined with a more rational
‘distribution of funds, will result in corresponding
increases in lending. Loans for productive investments

which increase capital formation, long recognized as a.
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necessary condition for development, will simi-

vlarly increase.

_Fourth, experience with savings and credit society
projects elsewhere in the developing world hag
recofded measurable- increases in productivity and
income for farmers, aftisans, merchants, enfrepreneurs,
and others with limited resources, otherwise unable to
qualify for credit. The increases are not surprising,
since unavailability of credit has long been recognized
as a primary obstacle to development. By making the re-
quired capital available the small farmer can obtain
improved.seed and fertilizer; the artisan can buy
improved tools, equipment and materials; the small
merchant can purchase supplies in bulk quantities, and
the entrepreneur can initiate or expand a small-scale
industry. Obviously, increased credit is not the only
factor; Bther resources and enhanced skills are required.
Yet, in the absence of credit, they often go unexploited.
?kny direct increases in personal income resulting
from increaéed credit availability are substantially
magnified by the multiplier effect

| Additional income will increase the

| demand for goods and services, leading to further



qy

1 increases in income. Again, much of this increased
T

economic activity will occur agféommunity or neigh-

‘ bdrhood level among individuals usually untouched

by the more grandiose development scheres.

Fifth, althbugh direct effects on employment resulting
from the project will be modest, fairly substantial
indirect effects should result. It is estimated th::
aboﬁt 75 to 100 societies currently employ staff;
with the continuing growth in members and savings, that
number will likely double within two years. KUSGCO
encourages the hiring of paid management staff since

a dramatic change usually
occurs when a society hires its first manager: member-
ship, savings, loan, and income levels increase rapidly
allowing economies of scale and vast improvement in

services to members.

More significant employment effects will result from
increased lending activity. Asnoted, based upon

very incomplete data, it appears that a sizeable por=-
tion of loans are currently used for housing acquisition
and improvements, and for land purchase and development,

particularly for societies located in Nairobi. Since the
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’prcduction activities for housing, land develop-

ment, and most other enterprises in Kenya are labor
intensive, employment creation resulting from increa-

sed credit availability should be substantial.

Rural Development

The vast majority of savings and credit societies

in Kenya have an occupational common bond, that is
they are based in the place of emplo&ment. Only a
limited number are residential-based societies. One
reason for this approach is the experience obtained
during the 1960's when a large number of residential
savings and credit societies were organized. Without
adequate training and supervision, they quickly en-
countered severe management and financial difficulties
and soon failed. To guard against a repetition of
this experience, societies were only organized among

groups in which payroll deduction could be obtained.

Nonetheless, societies are found in every part of

Kenya, including the small towns and rural areas.

. Most often they arqﬁhe only purely financial insti-

tution serving these areas. District cooperative

unionc have been established in many areas to serve
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farmer's production and marketing needs. Among
the servicesf?rovided is credit, but it is gene~
rally restricted to production purposes.' Usually
credit for provident or consumer purposes is not :

orovided;

With the recent'fo.,cus on the formation of occupa?-
tional societies, however) little”nas been done to
4Wspread the novement to non—salaried,gronps, princi~
' pally found in rural areas. Given. proper support
residential societies can be successful, as illu=- -
strated by societies established in Mwea Tabere and
Nyeri, each with a membership of more than 2,000 and
savings in excess of KSh 1 million. In - |
recognition of this potential,;KUSCCO managenent re-
cently prepared a strategy paper for expanding rural
vdevelopment;. It was estimated that, given proper

_ support . an additional 100 rural societies, with a
m-:'__}jtotal"share capital of KSh 50 million could be orga-
i _nized with"n 4 years. The benefits aceruing to the

¥ rural poor from this development effort, in terms of
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Y,The technological 1mplications of this proaect are
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anreased standards of living and-incomej would -

be quite visible.

- The. Study Team, with KUSCCO's concurrence has .
frecommended that implementation of this»effort be

;delayed until;the key,management and financial

problems facing KUSCCO are resolved. Pfcmotion

endvsupervision of rural societies isvboth.more

. difficult and costly. 'Withcut.skillednstaffian@

“adeéuate resources; rural society development

becomes. a very tenwous proposition. This project

is, of_course,_designed“tc'resolve KUSCCO's imme-

"diate‘nroblems, at which point, the rural development

] prcgram would seem advisable.

Appropniate Technologx

' ba51cally two-fold- '

1: "~ the effect of increased credit .
availability on the production
‘technologies employed by borrowers;

2.0 improvements in existing financial
' ‘management technologies employed by
- savings and credit societies.

lﬁThe lending activities of sav1ngs and credlt societies

y;encourage the adoption of appropriate technologies.

100
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The types or proJects financed are typically small
scale, owner-operated and labor intensive activities
located in the same area as the society. If the |
central finance program is deemed feasible -and beco-
‘fmes operational increas1ng attention can be directed
to supporting Specialized production finance projects
employing appropriate technologies. The success of
societies in ILatin America»and Africa in financing
'the use of appropriate technologies in small scale
enterprises demonstrates the movement's effectiveness"

in supporting low cost production systems.

Improvement eavings and credit society management
*technology involves modernization of financial sysTime"
;primarily“in the areas of accounting and analy51s.

.The adoption of a uniform accounting system has already
ibeen discussed “but mention should be made of resultant
direct improvements in employee productivity. Secondary
effects will include decreases in auditing and . supervision
costs to KUSCCO and the Ministry and decreased training

costs for new employees.
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ifThe development of KUSCCO's centralized bookkeeping
ffcentres represents an innovative approach to relieve ‘
‘;cmall societies of the cost of hiring ‘trained book—
’hkeepers, or of having the task performed poorly by
'ivolunteer treasurers. In two. centres, bookkeeping
machines have also been introduced to expand the
number of societies served. To date, though, the
services provided have not been uniformly high,

| while the costs have exceeded proJections. In-essence,
the: technology introduced has so far been ineffective,
f'The problems‘ n\ﬁy Jie not with the technology, but
with the operation of the technologw; The project will
i:introduce the systems required to streamline the

, workflow,~increase'utilization of?the:bookkeeping
;machines,dtrain-staff,“increase*output, improve
liservice, and reduce coSts.. Byvsofdoing the. techno-
'logy that is currently quite inappropriate will become

gappropriate.

jiFinally, theﬁconcept of'appropriate'technology can
inalso be applied to institutions. Thefsavings and
‘ redit society movement is found worldwide, among

‘fvastly differing cultures and SOCio-economic



wgconditions. The cooperative structure, the
fireliance on largely voluntary leadership, rela-
:{tively simple procedures, and: the "self help"
dapproach to development are all features that seem
iato.explain this expansion, and demonstrate the appro-

:priateness of the institutional form.

Women in Development

Based on information obtained from the sample socie-

ties, 22.6 percent of the membership of savings and

~credit societies are women. (Available data from 19

societies estimated 10,941 women out of a total of

. . The
48,800 members)., Using this percentage for ,entire

movement indicates that qpproximately 50,200 women

are members., Since the largest proportion of sample

societies is located in the large employers, inclu=-

| ding government, in which men predominate, it is
ilikely that for the entire movement,. the percentage

) of women is higher. Even among .

~societies in which the percentage of women to total
’cmembership is low,. nearly all women elgible to Join
hhave iq&act become members. Society leaders reported
:ﬁactive interest and participation. in the activities of
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;5~ths‘organizatiodvby women. - Several sample societii

wowmel

"”include women on the management committee, and.are

'~ also represented both on societies' and KUSCCO's

Staffs.

‘Although it appears that even greater participation

and involvement of women is needed, it is clear that
the movemert has recognized an important reality:

womén=are important participants in Kenya economic life.

fThey are engaged in independent income-producing activi-

5ties, and as such, have distineT savings and credit

needs. The benefits attainable via this project will

- further increase the availability of credit for women .

‘to use in various provident and productive activities,

Human Resource Development

'vs Skills development will be one of the principal project

impacts, most notably at the KUSCCO level. By the end of

':thé~project, all KUSCCO staff, from the gsneral manager
A_to the Jjunior: bookkeeper will be possess the skills

" ouT esseuTiol

Asto carryk " functions and activities. Enhanced
- skills at the KUSCCO level will in turn lead to impro-
_iWQed'skilis‘at the primary level, parpicﬁlarly whenwcombi-
_ ned with' non-traditional training approaches. Skills



'”development will not only increase the effectiveness

fand commitment of staff and. leadership within the

~ movement, but as employees leave the movement for

positions elsewhere in the public or private sector,

" it will contribute to national human resource deve-

lopment,

The ‘skills oevelopedrby savings and credit societies,
i;e;;'eccounting, financial management, general manage—
ment, etc., are in great demand in Kenya,as in most
third-world nations. Evidence of that, and of the
relative_effectiveness of even the current training
programs, is the number of KUSCCO - trained bookkeepers
hired away by both primary societies as well as the
privete sector. The constant turnover in bookkeepers
represents a problem to KUSCCO but is also an indicator
of successful human development. The project will atte-

mpt to’signicantly increase the_effectiveness of current

~training efforts, while at the same time, establishing

;,adeqpate compensation and advancement opportunities to

:5retain qpalified staff.

6

=Poorest Majority

As shown in Ta.ble C-Z in c 1. 2., nearly two-thirds of

"savings and credit society membere_receive less than

loz
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‘ﬁKSh i,bOO’pef:méhth;. Aﬁpiying455;34p§p§§htagevfof
'ﬁhe.bntire moieﬁént‘wbuldﬁmeaﬁ sdﬁé P{d;000 mémbers
would fall in this category..}These data were confir—
med during interviews with soéiety leadership and
staff who pointed out that a large share of their
membership was composed of office messengers, clerks,
typiSts, drivers, and other lowly-paid occupations.,
Given the exacting collateral requirements of traditional
financial institutions inA Kenya, which preclude
credit being granted to lower, and sometimes middle
income groups, it is not surprising to find this

“skewed distribution for savings and credit ‘societies.

Data on movement savings growth from 1973 to 1978
indidates‘that the average annual savings per member

-was KSh 482, Data frbm the sample societies indicates
”that members save approximately 6.25 percent of their
incdme, which would signify an average member income

of KSh 6h3.per.month. According to Kenya national
.statistiés, the lower income group includes individuals
earnings less KSh 700 per month, thus the average savings

and credit society meﬁber fél;s’well within this group.

[0k



,It is noteworthy that approximately lu percent of
Athe membership receives monthly incomes in excess
“of-KSh 2,000, and would therefore not be classified.
among the poorest ma jority. In terms of sustained
-savings and credit soc1ety development, however,
this is a healthy'Situation. A successful soc1ety
needs a balanced mix'of savers and borrowers; a |
society of only the poor will never have sufficient
funds to meet loan demand. Therefore net savers,
drawn principally from the middle and upper income

levels,are not only welcome but essential.

If”and when KUSCCO's central finance program becomes
operational, funds generated by the movement's net
‘savers will provide the liquidity base for re—lending‘
to the capital-deficit societies. This mechanism
'increases the intermediation capability of the system,
"and increases the flow of funds available for lending
Vto'the rural and urban poor. The strengthening of
}KUSCCO's management,capabilities resulting from this
:project will in tnrn increase'theiievel and quality
of services it can offer. Since the lower income

}groups constitute the majority of ‘the movement's
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gmembership, the beneflts from improved service,
fsuch as the central finance program, will largely

‘accrue to. them. .

jBasic Human Needs.

One of the strengths of the savings and credit
3001ety is that it is able to prov1de loans for both .
productive and provident purposes, unlike many

development'finance programs with narrowly focused lendin

-oriteria.directed‘solely towards production. As noted,

a?Significant portion'of lending activity is used for

houeing,'medical, and educational purposes. Such

{loans often enable members to take advantage of the

social, educational and economic infrastructure in

vwhioh governments and'donm'organization:usually place
jtheir'major investments. Increased_savings and lending
eotiritj wili result from the project, thereby increa=-
‘81ng the ablllty of the membership to meet their basic

vneeds for food, housing, education and health servicef

\o%
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“The

Insnmtlonallzauon

‘Kenyan co;operetive saving's and credrt movement is already
usumtlonallzed the major need addressed by the project
is not creating new organizations, but rather steng;thenmg
the ex13t1ng management capabilities of KUSCCO. The move-

B ment is st:.'Ll very young but remarkable growth and the

5.1,

have
lncreasmg needs of its members dictated the necessity

':b_r enhanced capabilities at the secondary level if the insti-

tutional potential for member service is to be realized.

The. main institutionalization issue with respect to the

-project is when KUSCOO will attain financial and technical

seifésufficiency.‘ The two aspects of this issue are discussed
’below. |

- The ;project's fundamental objective is sﬁengmening the

»finaneia.'l. and operational capabilities of KUSCQO .nesulfing

m ‘impmved earnings and services delivery to affiliated o

socletles and their members Fmam:.al :anuts a.'l.one w:.ll

f»"not ensure the ach:.evement of th:.s objectn.ve. . In _add;.t:Lon, ,
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xuscoo iie’éds enhanced technical capabilities if it is to
soive the increasingly séphisticated problems which con=
"Htinuéd.expansion will present. The wnion must become able

. to adequately perform its institutional maintenznce functions

‘(e..g.,_ planning, budgeting, fiiancial management, and office

-administration) in order to provide the services required
by menber societies (e.g., training, bookkeeping, central

finance, risk management, legal services, representation).

il
The WOCCU advisor‘i'assist KUSCCO to assess and improve its
performance in these areas through application of an insti-

tutional analysis and development approach which involves:

1. establisﬁing measureable outcomes .for the
performance of specified union and society
. operations;

2. “the ‘;analysis of current performance and -

‘identification of factors leading to improved
‘, opérations;

- 3. establ:.shment of an institutional development
plan that éyétematically strengthens the skills
and attitudes required; and

4, pem.od:.c evaluation and improvement of :Lnst:l.- :
tut:.onal :élévelogrent activities. The systems

()
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development and staff treining activities undertaken during

'v'thé project will be based on this approach. Project

personnel will focus their efforts on developing the pmced&es,
skills and attitudes necessary for effective and efficient
management of KUSCCO's operations.

The process will be monitored and supported as necessary
by WOCCU/GRO and ACOSCA. Technical materials, including
model systems, training guides, sample forms, and GPO-
developed technical assistance products (guidelinesb for
systems development, financial planning and analysis,
training, etc) will be supplied as requested to KUSCCO
and the advisbry staff.. ’

By end-of-project, KUSCO will have attained basic technical
self-sufficiéncy :.n the management of its on-goiﬁg operations.
This will include:
. Inta?gmted KUSCCO-society accounting operating
and control systems.
. Trained staff capable of performing routine
maintenance functions with normal supervision

and control.

.Mmevting miniium, planned operating targets and
- service quality control standards. -
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S$taff capable of assessing the economic

feas:Lb:Ll:Lty of new services and defining
the technical and financial resources
required for their development and

implementation.

The ultimate measure of KUSCCO's success in .attaining
the projected level of technical self-sufficiency will
be its ability to generate and manage sufficient earmed

income to support its service operations.
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5,2 FINANCIAL SELP-SUFFICIENCY: |

The basic operational objective ’of the prbposed project

is improvement in KUSCCO's financial management leading

to increased earned income in the short term. Specifically,
the project has been designed to minimize additions to cost
(particularly of fixed overhead items) in order to assure
that the requested USAID grant funds can be fully replaced
by other KUSCCO income within two years of the start of the
project. At the same time, incentives have been built

into the programme to encourage member societies to take

a more active role in the funding and capitalisation of
KUSCCO. Provided with a sound capital base and more
qualified technical management, KUSCCO should be able to
respond more effectively to the service needs of its '
member societies.

KUSCCO'S PROPOSED FINANCIAL PLAN FOR 1980 - 1982

Theree key tonsiderahons underlie the plans
° Estimation of future earned income based on

reasonable expectationsrather than as a means for justify;na
large, grant supported cost increases. In all cases
current trends have been used as the basic estimatows,
with predicted increases due to project implementation
assumed to be moderate.

() Minimization of increasesin overhead costs to

~ provide management with maximum flexibility to respond to
changing economic and market conditions. Variable cost- |
item amounts have been budgeted at levels ‘which will assure
that the limited member of new staff will have the
necessary complementary resources to achieve maximum
productivity. ' | | :
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However, should revenue increases turn out to be less" than
expected these costs may be reduced without destroylng
KUSCCO's structural 1ntegrity.4 S

° 'Encouragement of KUSCCO's initiative to provide
~financial incentives to member_societies for the_cap;ta-
‘lization of the Union. Given KUSCCO's ¢ritical financial
position, a sound capital base must be’ established as
frapldly as p0551ble if institutional development and long
. term stability are to be achieved. The projects key role
~in this process is to a581st KUSCCO, ellmlnate its recurring
. deficits.,

, As will be noted in the KUSCCO Financial Plan
for 1980 - 1982, shortfalls between total income and
peratlng expendlture are planned during both financial
years of the project. Unlike KUSCCO's previous operating
»'delCltS, these will be planned, monitored and controlled,
to assure that net expenditures do not exceed the amount of
grant financing. As an institutional incentive for improved
' operating efficiency, it is proposed that any savings obtained
through reduction of the expected deficit be capitalised by
KUSCCO in its statutory reserve, provided that project
objectives have been met or exceeded.

It is highly probable that KUSCCO will successfully
replace the proposed USAID budget support with internally
generated income by the end of 1981. This is due to the

projects very limited objectives. While financial stabi-
lisation is urgently needed by KUSCCO now, the attainment of
complete financial self%sufficiency will be a longer term |
process. WOCCU will continue to assist KUSCCO's resource

 mobilisation efforts to assure that this goal is achieved.
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';The remainder of this section outlines the' assumptions and
_‘estimating procedures used ‘in preparing KUSCCO's financial
}plan.u The budget estimates of both income and expenditure
vfare keyed on proaect start-up at the. beginning of the second
‘;quarter of calendar year 1980.

5.2.1. INCOME:

'3 DUES° collections are estimated to be increased by
10% over the current trend during 1980 due to stream-
lining of.the calculation, funds transfer and
collections monitoring systems. Increases of 20% in
the second year and 30% in the third are reasonable,
given the growth of society income and total member—
ship. It is currently estimated that dues collected
are only L,8% of the amount potentially receivable;
the.proaected increases would raise the. rate to 54%
in 1980, 61% in 1981 and 68% by 1982. As of September,
1979, only 17I member societies were paying dues, so
the potential for expansion is considerable. By 1982,
the total amount of dues collectible from member
societies should exceed shs 930,000,

TABLE NO. €-9 . = DUES EST]MA.TION (K. SH 000y ¢

o S 1979: 1980. 1981: 1982:
Current trend 301.7 363.1 L2L L L85.8
Project impact o+ 10% + 204 + 30%
Budgeted amount . 320.0 399-u -509.3 631.5
Estimated amount - |
collectible 62845 735 7 837 1 932. ai
Collection rate RV . 5h% - 6% 68%

Increase in collection rate from 1979 to 1982 is AZ%.
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‘SERVICEfCHARGES-

Imumg-&»m1he centrallsed book—keeping centres. should become

KUSCCO's largest revenue source during the next three years,

‘due to increases in the programme's total enrollment, improved

employee product1v1ty and revised pricing. A 10% increase
over the current trend is predlcted for 1980 without change

in the price structure. This will be achleved in part by
increasing the effective usage of the accounting machines used
by KUSCCO in Mombasa and Nairobi and by increasing the .

- productivity of the manual book—keepers. Their overall average'
- production is currently around 1,100 accounts per book-keeper

per month, whereas the modal production per book-keeper is
between 1,500 and 1,600. A general productivity gain of L%

per year for the first two years is probable if appropriate
workflow and supervisory systems are implemented, in both the
manual and mechanized centres. It is estimated that the posting

machines are being operated at about 30% capacity, due to lack o.

specialisation of functions in the posting process and high
employee turn-over. |

The market potential for the book-keeping .service is
suffiéient to absorb the expected increases in capacity.
KUSCCO‘now has approximately 170 societies enrolled with a
total membership of about 40,000. An additional 152 societies
with over 30,000 members are ellglble to join when KUSCCO is
able to serve them. It is estimated that a total enrolment
of 71,000 can be achieved by th;:gf 1981.

(Vb



. BOOK-KEEPING SERVICE

POTENTIAL MARKET:

‘Thousands- of ‘members, 1978 Ministry data:
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Q?The focus during 1980 will be -on. svstems
j;development and employee training, the avexa5=
pinumber of members served is not expected to
,exceed 43 500. During 1981 the average number
flof*accounts shouldrcach 55, 400.‘ ‘A new pricing
.hand billing procedure is expected to: be imple-

| mented at the start of 1980. Societies will
?_be charged ona.membq-per month ba51s. The
'financial plan amounts are based on-a price

of two shillings per member per month, with
écollection rates estimated at 60% in 1981 and
hLSO% in 1982. Currently 72% of enrolled socie-
ties are making service-payments. Two shillings
. per account per month is quo ted as the preva= |
tiiling price for ‘this type of bookkeeping. |
?,KUSCCO should have a market advantage due to
d;small society loyalty and the ability to pro=~

'f¥vide by-product reports and ancillary services.'



TABLE NO. <- 1l

Capacity vﬂ*&
~ No. bodkeepers

Average No. of_accountSTpér
bookkeeper per month ... .

Productivity increase

No. of member accounts
serviced by end-of-year

Average No. of accounts
Serviced per month
during year

»Billing
Rate#
~ Current trend
Project Impact .. -
Budgetszmoun_t’ o
Estimated Qmonn‘l‘, cb’lecﬁ‘ble.»
Collechon vate o
* GI is gross income;
'Sh 2/a/m is two shillings

o w405700

'CHARGE ESTIMATIONA;j
1979
37 33
[0 1,50
N © Lok

50,820
30,350 43,581

(20%6T . 20401
287,299 356,932
L +10%
720,000 392,625
- N/A N/A

— a—

Vper?accdunt per month.

- SERVICE

1980 1981

1,330,560

1982
33 33

}»2;2vf 41256ﬁ

s mgse0

SLMO 66,240,

Sh 2/a/m Sh 2/a/m
496,200 -

126, 566
+87%
798,336

41564

1,589,760
60%

»41,27lv808  7l

91
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'ofRisk Management‘

Commissions are estimated at current trend

increases only, due to uncertahuties about
the continued participation of some of the
larger societies and of those which are in
arrears in premium payments. Only 170 of 250
societies covered are reported to be making
premium payments. Nevertheless, the total
'number of societies covered and the amount
- of premiums collected have grown steadily,
:Tne expressed intention of KUSCCO to pay
div1dends on net premiums may counterbalance
1resistance to full collection rates. In the .
i;plan, commission income on estimated premiums -

R is set at 95% of the nominal 6% rate.



TABLE NO. &-13 . RISK MANAGEMENT

_COMMISSION ESTIMATION

1979 1980

Premiums: collected : f
'current trend - A 2 039 3 2 668

Pro,]ect Impact No change in trend est:unated
Budget:-lcomm:Lssmns C “60‘.0 o 15_4.;7
Estimated amount collectlble 123.h o 160.1

Collectlopﬁ_rate n 206% 954

* Commissions are charged as 6% of premiums collected,.

1981
192,
<19§§1*

o5

1982

230 1

238 1

?Q;?E%i

&1l



Stationerz ‘Sales '
| Net income from this department is estimated

‘at the current trend of. gross sales. The mark-
up is 25% of the cost price. No project impa ci
on the trend has been estimated.

TABLE NO. C-13  STATTONERY
 SALES ESTIMATION

1979 1980 = 1981 1982

Current trend S s i |
Gross Sales 143,48 22L,18¢ 279,533 334,877

Margin 35,862 L4,838 55,907 66,975
~ Project Impact : No change in treod is'estimated;

1979 sales are likely to be about- KSh.179,300.

Central Finance -

Income has been estimated on the basis of a gross;
rd_spread of h% earned by KUSCCOenthe investment of

: fdproceeds‘from the sale of shares to member societies.
'r'LGiven the relatively liquid position of many socie-
 ties, it is probable that the proaect objective of one |

*””million shillings worth of shares purchased by societies

F’}jﬁ



lz'_;o'f'

by the end of 1981 can be achieved.

‘A possible dividend rate of 6% and a nominal
.earnings rate of 10% have been used as esti-
fmators., Share sales coald begln durlng the
fthlrd quarter of" 1980 at an initial rate of
ilOO 000 shllllngs per quarter, increasing to
”Sh 150 OOO in 1981, The llquidlty impact on
most socletles would be mlnimal,averaging

Jabout Sh 2,111 each.

‘Due to one quarter lags involved in receiving,
ihandling and reinvesting the funds in such
:instruments as Co-operative Bank shares, and the
dilution of its earriings by shares already |
isSued KUSCCO would probably:experience slight
losses in 1980 and- 1981. By 1982, however, the
would, at the cdcd spread, produce

total amount of invested proceedsﬂa small positlve

margln for the union. .
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- TABLE NO C- H CENTRAL FINANCE ESTIMATION

s, 000. )
1980 ¢ 1981 1982
Increase in shares
' (equal quarterly e .
instalments) - -~ . 200 " 800 - 600
Year-end balance’ 400 1,000 1,600

Amount invested during
- year (equal quarterly
amounty) 100 550 600

Year-end balance of Co ' .
mvestnents : - 100 650 1,250

Income, at norm.nal 10% 3

_ Dividends pald, at L B

Budgeted suplus . L ‘
(Deficit) (5.5). (4.0 20

‘The value of such a scheme 1lies in the vital importance
of ‘establishjng a profitable mechanism for societies
.i_io" mVest in their union, even at the cost of small

initial losses for'f KUSCCO. It would also permit staff to qam



5.2.2.

valuable exper'ienc,e>-::.:in intermediate finance. Successful
= "dﬁefatiOn of the scheme by KUSCCO would represent a
-:'-~nﬁ.iestdne in regaining society confidence in its leadership
“role and tedﬁcal capabilities. This would be the major
, long term accorﬁplislment of the proposed project in assisting
_ fhe ‘development of Kenya's co-oper'ativé savings and credit .

movement.
Costs :

 Expenses have been budgeted at the minimum possible levels

consistent with achievement of the project's objectives.

asa
While increasing salaries is seen,necessary condition for

A
reducing staff turn-over, its impact on total overhead cost
has been minimized by decreasing the number of employees
in other areas. While this is unfortunate in terms of

employment, it is necessary if KUSCCO is to be able to

both balance its budget and provide the high quality services
- and effectn.ve leader»sh.l.p which its member societies need and

E ‘demand.

L vTotal operat.mg costs are scheduled to increase about 1.8%
J.n 1980 and 22% in 1981 then leveling off to a u% rise in
- -"'1982 as’ KUSCCJO begins to achieve economies of scale and
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 becomes ‘able to function with less supervision and greater

| Training costs will decline as a stock of instructional

| rﬁaterials is built up and formal tr'am.mg activities are
rwepia'éed by on-the-job training. External training costs
may continue to be flunded on a reiZmbursement basis by
KAF after 1980. This would, of course, have no net income/
expenditure impact on KUSCCO's budget. By 1982 the quality
of KUSCCO's training, especially,‘rtechnical areas, should
permit charging societies a cost-based fee for their

participation.

Office expenses increase oniy slightly during the period.
Tr'avelb costs will be considerable and rising dur'ing. the
first two years, stabilizing at 10% in 1982. Enhanced

| mobility will permit KUSCOO's new headquarters staff to

- provide necessary training, support and supervision té the

branch offices and bookkeeping centers.

: Firiancial costs include 6% interest to be paid on outstanding
KUSCCO borrowings of society funds, estimated to reach
KSh. 1.7 miliion by the end of 1979. The same rate is to be

paid on interlending funds of KSh.150,000 currently outstanding,
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,'Afs"%. fz'»até»is paid on a Ksh ;'120,000‘CQ-oper‘atiVeﬂBaﬁ<: loan,

" Tota.l financial costs are not expected to decline during -

| the  1980-82 period, as no surplus ac‘cbuht funds will be
available for capital repayments. Beginning in 1983, expected
| 'sim-p;uges< should be used to refund this debt and thereby

reduce these financial .canyirig costs.

AQOSCA dues are estimated at current levels. It is expected
that in 1982 or 1983, such dues will be passed thmugh

: ‘dimctly ‘to member socie'ties.' This should both decrease
KUSCQO costs and increase the totél émpunt of dues collected
and paid to ACOSCA. The impact on most societies would be
marginal, since the ACOSCA dues rate is only 0.0008 per
shilling of total savings.
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. /6. Cost:Benefit Relat.ionships -

iGiven the size of the Kenyan Co—operative savingsi
_and cred;;:fébe per capita cost  of the project is
;quite lowgi This 1s because 1n1t1al organizational
ﬁinvestments in creating KUSCCO have already been |
Qmade by its member societies, ACOSGA WOCCU, KAF,
;and other organisations. ‘The structure is in
.place, a nucleus of staff and volunteers exists,
cgrowth trends have been established,and a history
-of service has been recorded. The proaect will
'build on, this 1nstitutional foundation, enabling
KUSCCO to achieve not only growth but development.
hThe‘follOW1ng cost/benefit figures are based on
vthe project‘budgets in section E and the forecast
"for total membership by the end of l982 at

fcurrentztrends._ Costs are defined as total contri~
;butions requested from 'USAID.
X Total donor cost per society member benefited

by the project. is $£1.05 (total USAID contribution

. of #h13 026 divided by total membership fore-
‘ ,-casted for 1982 at 395, 000 )

o :Cost per family member by end proaect is ﬂo 17

(USAID contribution of# l;.l3 ,026 divided by |
'estimated total family members served by societies.l
;in 1982 of 2, 170 000).

X 1 2
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L.l KUSGCO

DESIGN AND  IMPLEMENTATION

-+p‘ Design |

This project 1s designea To 1mprove tne management
capabilities of KUSCCO, by 1mplement1ng appropriate
systems, obtaining qualified staff imposing fina-

.ncial controls, upgrading current services, and

examining the feasibility oflproV1d1ng new serv1ces.
A second project, focusing on the design and imple-
mentation'of nem services, is also envisioned.
Hoﬂever, this two—year‘project stands by itself.

The management .capabilities developed'by the project
will aliow KUSCCO to adequately develop the new
services,calthongh Without the ‘Phase II technical

assistance, it will likely be more difficult and take

longer,

'The'proposed.design4Strategy'reflects.the'concnrre-r
-nCe:reached through.lengthy discussions between the
-Stndy'Team and the KUSCCO Management Committee. In

:addition, discu351ons were held with the Kenya/Nordic

,Cooperative Development Programme to reach basic

agreement on proJect focus and direction.z

Cooperating Organizations
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“Kuscco will ‘have the primary responsibility. for pro-
faect implementation.v It w1ll prov1de the staff, '
gorganizational resources, and a significant propor—

,tion of project costs. Current senior staff include:

General Manager, Education Officer, Risk Msnagement

AOfficer,’Accountant, and 6 Branch Msnagers. The

project will upgrade current staff to required levels,
or: if necessary replace incumbents with adequately

qualified personnel. In addition, KUSCCO will prOVide

ﬁstaff for new. positions, including. Field SerVices Manager,

'Chief Accountant. Bookkeeping Centre coordinaLor,

and Supplies Officer / Cashier. For

'éii poSitions,'KUSCCO is committed to an ongoing program

of staff development to ensure continuing improvement of

tfits internal management and the quality of services to

‘iitsﬁaffiliates,

10102.

Acosea

J1ACOSCA is the.maaor resource available to the sav1ngs__

@and credit society movement in Africa.s Its staff includef

tprofess1mmls w1th technical expertise in: central



f:.nance, msk management, and- 't:raa.m.ng and educat:.on. _
: ‘lecnm.cal ass:.stance w:.ll be pmv1ded to: KUSCCO in eaeh
}vof these areas to conduct requ:med fea51b111ty stucu.es,
‘design and J.mplement new systems, and upgrade stafi' capa-

_b:.lltles. ACOSCA will also play a central role n pmject

mom.tomng and evaluation.

wobCu- Global Projeets

'A management advisor w:.ll be recrun.ted and selected Jomtly
by KUSCCO, ACOSCA, and Global Prvogects. 'Ihe adv:.sor' will
provzde techm.ca.l. exper'tase to KUSCCO in : o |

" l) .the des:.gn and mplementatlon of the
o ‘,J.denta.fled management systems, '

2) des:.gn and implementation or flnanc:.a.L
‘managenent controls, '

3) ,s‘ystems development for cur'rent ser'\'/ices,i.
W) 1"'eas.tbn.lzn.ty des:.gn and analvs:.s reJ.ated
ERE ) new services, and :

'8) design and implementation. of KUSCCO staff
- development programe.

Woeey: Global Projects will also provide technical and. adm:.m.
v"str'atlve support to the project, and short-term conqu.tants
:‘as reqm.r'ed. Tt w1ll additionally have major respons:.bu.:.ty
ffor' project mom.tor'mg -and evaluat:.on, and reporting to d.onor

: agencles



l 1 L Ministry of. Cooperative Development

nThe Ministry will continue to support the
:movement ‘with both_technicaluend financial
fresources. .MCDpcooperative officers_end
;auditorscurrently'provide_supervision and
‘audit services to a large number of societies.
In addition,ythe Ministry also compiles useful
~statistical information on the movement., Mini—
fstry policies have been most effective in
stimuleting,movement»growth while at the same

}time,inposing.necessary operational controls.

fIts present focus i on developing 2 standard .
’society accounting system, a most urgent need

efor ‘all KUSCCO afiliates. .MCD and KUSCCO COordi-
;netion on this and sumilar efforts is a vital.element

for overall project success. -
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L.1.5, _Kenya / Nordic Cooperative Development 'Programme

The Nordic Programme is schedu.l.ed to pravide 4 resident
adVLSObs to KUSCCO for a period or three years bgginning'
June 1980. Three advisors will be posted to 'tne ‘boqldgeeﬁing
centres to assist KUSCCU in: |

1. development ot organizational and admini-

| s*tzﬁatii(e procedures, performance standards;

" and job duties ana z;esPonsipillties, |
<. déve.Lopnent of improved accounting systens,

including mechanized accounting, and

- 3. training of bookkeeping centre staff. The
’ four'th advisor will provide technical expertise to KUSLCO
sem.or management to:
1. prepare and impiement a plan to improve
the performance of the bookkeeping centres,

2, develop and implement accounting, recording,
- and control systems and,

3. develop and implement a training program for
staff of KUSCCO and primary societies.

In éddj.tion the Nordic Programme will provide the following
‘financial support to KUSCCO for the three year perioa:
Center staff - Ksh 800,000

Equipment KSh 350,00v
Printing/staff |
o \3eo,000



"'DJ.SCUSS:LOHS held with the Nord:.c ngr'anme have mdlcated
: tnat the focus of their assulance will mesh mce.l.y with the
‘assistance requested in this prooosal The: Nordic ngra--

' me is principally designed to upgraae tne bookkeeping

centre operations, currently the primary service or KUSCCU

" and one in aire need or assistance. ‘ihe proposal project

lu L. 6-

will, at the same time, improve KUSC(O's internal management
capabilities.

Kenrad Adenauer Foundation

The KAF will continue to provide financial support to KUSCLO
-each year thIOllgh 1982 acr.erd-k, fo ﬂst'-p'ac&a'n, schedule s

19830 KSh 380,000

193 l 280,000
1982 212.,000
Total. - KSkw 892,000

KAF funding is principally used to support KUSLCO's

“training program for primary society leadership and staff.

- Continuation or this support 1s necessary for KuSCLO to

provice the essential member eaucation services. Tne proposea

~-project will assist KUSCOO staff to improve and diversify
- cwrrent training practices.

.0107‘a

African Arerican Labor Center

lhe AALC has provadea support to KUSCCU in various forms

‘over the last § years. Present AALC development focus is on.

promotion of rural societies. A workshop has peen proposed

for 1980 composea of union offlciaJ.s, government ministries,
and employers to develop a comprehensive strategy for rural
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‘:‘developxrent. ‘Based on' the outcomes of that workshop;
AALC wculd péssu:ly be in a pOSl‘tlon 1:o provide further
i&sswtance to 1<U‘.>CQJ, most J.J.kely an term;of salary
supporrt for fle.Ld sraff workmg w:.th r'ural societies
and/or for member eoucatlon programs Initial effor'ts
:iwou.Ld focus on: pmmot:.on of societies among sa.l.ar:.ed

employees of the large plantations and could poss:Lbly

begm by late 1980 This effort, if mp.!.enented would be
ful.Ly suppor'ted by AALC; none of the projects or KUSCCO's

wou‘cl

oWn resources,be directed to this act:.v:Lty, due to 'the severe

‘financial constraints currently facing KUSCCU.

USAID

| It is-pm_posed that USAID provaide funding to suppor't: :

1. ‘the costs of technical assistance to be
' ‘prvovmed to KUSCCO, '

2. a portion of KUSCCO's operatlng and aomlm.
strative costs, and

- 3. commoaity costs

Lt :Ls also expecteq that UbAID w:.Ll mm.tor project mplenenta—
t:.on, prov:.de technical backstoppmg, and partlc:.pate in the

pmject eva.LuatJ.on. :
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l 2 Design Strategy

In SedNonaA 2, the project obJectives are‘detailed .

‘A shown the'objectives

‘are classified into four major areas:

General Managementl
Financial management
staffing, -

and Services,f

rellectlng KUSCCO's maJor areas of weakness.

'rb\u basic stndhnfto be used to achleve each pr1nC1pal

Objectlve.;is descrlbed below.

l?;gp;General Management Systems‘;=

‘Review and analy'.s'e current systems,

ﬁ’1dent1fy system ueflciences.5f'

.{Identify,system-outcome“desired.

j. Reyiewvmodel‘systems usedbianenya'or |
f3ielsewherevfor applicationvto.KUSCCO.
Q;”Deflne functions and tasks - ‘required to:

1i[be performed.

.."Estubllsh procedures to perform functions

‘guand task;at minimally acceptable levels.

X \2©



;Prepare descriptlon of system operation ;
{review W1th Kuscco management committee and

irelevant staff.

FrfFinalize—systemgdescription'
¥§iTradn staff |

;:;Implement

:;fMonitor. Rev1se as necessary.‘

2 Flnanc1al Management Systems
. Define and adopt (by KUSCCO Mznagement Commlttee
requlred flnanc1al management policier |

including:

-
. Standards for budgeting and control

.“Ellminatlon of operatint defici

_;‘-_{Control of KUSCCO liabil:.t:n.es
};Cost-recovery service pr*cing |

;?Requlred format, content, and frequency of
JEOperatlng and financial reports.

.aFund management control |

;;Iﬂernal and external auditlng



;Estaollsn Financial. Systems Task Force

‘of ‘KUscco staff and advisors.
uIdentify exlsting problems and. needs.

eDevelop systems, to 1nclude

,} .Guldellnes

. Flow charts

. Operatzng standards and procedural

',1nstructlons.
,fxferms design
.r:Documentatlon and record-keeplng requlrement.
.VReview system with Kuscco Management Committee
. and relevant staff.
I:Finalize system
; Train staff

. Implement o

e Mbnitor. Revise as:necessarv.

'ﬁrfStaffing
~,3,l‘ Recruitment/new staff

T Implement prOposed salary structure for.

cooperative organlzatlons (as tontained

’Efyfln KUSCCO Financial Plan).
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Prepare-performance-based job descriptions,

Identify potential,sources of ‘candidates..

”ld#ertise-position. Screen responses.,

. Identifyioendidetes for personal interview.

Inte}viewfcandidates;Select.

”Post.-Inmiate orientation,

« Provide training as required.

'Upgrading—Replacement(Incumbents

"Prepare performance-~based job requirements

-~ for each position.,

Assessvinoumbent capabilities to meet requirements.

If trainable 1dentify training required.

Implement training. Re-assess. Retain or

dismiss.

If not trainable, dismiss. Replace with

,qualified steff following established recruitment

and selection procedures.

-‘Appralse employee performance semi—annually.

‘Serv1ces
TS———

‘4.1, Szxstems Design Implementation.

Review and analye current system, identify

deficiences.

- Identify sYstem'outcomes designed R

fReview model systems used in Kenya or

.ﬂelsewhere for appliﬂation to KUSCCO.
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Defineffunctions and tasks required to be

N performed.

‘Establish procedures to perform functions an

tasks at minimally accéptable levels,

Prepare description of system operation;

review with relevant staff.
Finalize system description

Train staff

_Implement

Monitor. Revise as required.

 Feasibility Studies

Identify service priorities of member

societies,

Design fea51billty study, to include -

: means to-/

tﬁ;g.Measure demand
. Quality /Quantity of service required.
. Cost factors

o Income potential

. Establlsh crlterla to determine feaqibility.



. Conduct study among sample of member

societies.
}ﬁiAn&IYﬁéifééults.f*uetermine‘feaSibility 
v6f’KUSCCO.mddiinng/aeveloping éervice,
Ideﬂtify various optibhs/méans ﬁp provide
sefvice.‘ o
Review‘study findings, and options with
KUSCCO Management Committee.

“Make decision to provide / not provide service;



fa. Implementatio

: 21 Organizafional ‘Structive _

F'Ii'xe ‘project ﬁrtplen\ehting institutioﬁhill'be K'USC(I)v;‘

it Wlll have prmary responsibility to ensure that ‘

the stated project objectives are achieved. In order
vto'ffacz.lltate effective implementation, a new oi'garxi-
‘zational structure has been proposed, incorporating - '
the new. positi.ens resulting from this preject. One Qf‘} o
the 'prbblems affecting KUSCOD's operation has been the
lack of an J.nter'medlate management str'uctme, as a resul‘t
nearly all. matters must be handled d:Lrectly by the General
Manager Current weaknessec in KUSCCO sta.ff have pre- |
cluded effective delegat:.on of authom.ty and responsn.b:.lrty
The propoeed stmcture lncludes senior level staff to whom
5pec1f1c areas of operat:.onal responsn.bllrw can be ass:.gned,
allowmg the General Manager to perform his legitimate

o management funct:.ons. .



PROPOSED KUSCOD ORGANIZATION . CHART

Annual General Meeting

- Managénénf Committee }

. Executive Committee =

Fiexa |

Manager
- Nyanza- -
Western

oh!.



2.2, Implenentation Schedule

'Ihe project is presently enns:.oned to be

unplemented accord.mg to the schedule shown 1n :

Table D l, Alterr :rwe scheduleSmay be developed

by ﬁ1e cooper\atmg orgamzat:.ons as the pmject

unfolds thJ.s would not affect ultunate ach:ueve—

mnt of the stated objectlves. USAID w:Lll be

appre:.sed of propused changes as th.y develop. .

1YY

\-44



"TABLE D-! . IMPLEMENTATION SCHEDULE

Activities

B 'Prepgg tion -

1.

A3.

Recruit, select, and post WOCCU Management -

Advisor- 4

. Secune agreements for' funds tr'ansfer-

: Adopt procedures for gr'ant comphance B

Purchase velucles and equ:l.pnent

Recrurt, select, and om.ent sta.ff for new

posrl:lons L

Systems Demgn

Prepare design for.

1.

2.

3
.ou
5.

"

7

General Management Systens
Flnanc:.a.l. Management Systems
Bookkeepmg

RJ.sk Managenent |
Supplies _
Education and Traimng -

. Publicity

~ Systems Implementation

Implement systems and tra.m staff J_n: V

1.
S,

General Management systems
Financial Management Syster;s'

NZE

ot :v R Sy




Il %

3.

4.
5.
6.
7.

“Activities =

Béokkeepihg )

Risk Management =
Supplles

Education and Tra:mng
Pub11c1ty

Systems Monitoring and Correction(All Systens)

New Services Development

Design and conduct Feasibility Studies for:

Risk Management(Specialized Insurance)
Publicity(National Advertising Program)
Collection/Legal Services

Audit Services

Society Management Services

Society Personnel Prognam

Central Finance

Evaluation

Design and Couduct Assessment

Determine Phase II Ass:.stance Requ:mements _

Momtormg
Evaluation

Year 1.

Rl
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2.4,

2 ’.1”3'.’ yréject Morii'tOring ,
"»“‘A pro:)ect coordmatmg conm.ttee, composea of a repne-
'.,:t“sentauve of eacn c00perat:.ng orgam.zatlon will be formed
'.' to rypm.tor project progress. Meet:.ngs will be hela

qtﬁﬁerly,_ or more fr\equentl.y as requ:'.red, TO assess

KUSCLO's operational and financaal performance against this

project design and any planning documents that may be

supsequently prepared by KUSCCO and the Aavisors, Where

-problems- are igentified that inhibit achievement of

stated objeétlves, _or that imply moaification of project

design, a deta.'Lled analysis ana recommended actions WZL.Ll

C with, f necessary,; The assisTaure
be prepared,/\of WOCLU GLobal projects, and submitted to the

KUSCQO Managerment Committee and USALD. Complete monitoring
reperts, using Globat Projects r€ borting-by-objectives
format will be submitted to USAIL ana other cooperating

organizations quarterly.

: ‘Dasbursement and Control Procedures

'lhe Global Projects Jrfice is funded in part by an y ALD
Granls, The CrediT Uuron

o Spec:.f:.c s uppor't National Association (CUNA) has maintained |
" contractual relatlonsh:n.ps witn USAID since 1363 o pmv:.de
o ‘1 technical assistance to creait union movements in the deve-
- loping worla. Both CUNA and WOCCU wilt provice agministrative

:,' anc1 technical backstopping to this project.



‘2.4.1,Disbursements

_Projects funds will be disbursed in the following
manner:
1. 5U$AipinillfprOVide;project_fundinggto
" CUNA per the » grantf_agr.._eement .
2, ' GUNA will provide funds to KUSCCO to;
- ';support‘projected:h°:gpahational~cdstSJoa
detailed in the'Fin‘anc‘ial Plan and the
;.tebhnical assistance'coSts; - |

Fe fAmounts advanced and reimbursed will be made by

CUNA on the basis of audited quarterly financial

_statements submn.tted by KUSCCO.
24442 Controls

'The Progect Coordinating Committee w1ll review the
quarterly and final audited statements submitted by |
KUSCCO as the basis for reimbursements. Assuring
;compliance with the ‘terms and conditions of the grant and
the financial plan w1ll be the responsibility of the Py
KUSCCO Executive and Management Committees. Variance of
up to 15% in line items will be permitted at management

discretion as long as total. expenditure targets are not

exceeded. Approval by the Project. Coordinating Committee"

and WOCCU adVisor will be required for any variance above
15%. In no case may total expenditure exceed the budgeted
amounts unless balanced by increased income. Grant

compliance reports willfbe,submitted'by KUSCCO to CUNA
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fIn addition, audits ;f performed on CUNA, as
fa U S. government grantee, are available to |

5USAID to ensure proper use of proJect funds.

:¢2,5ﬁ;jnequested Waivers',:

‘jfsz 5 l. Procurement
'A waiver is requested to allow the purchase of two
fright ‘hand- drive vehicles. Sp601f10 models will

fbe determined subsequently, based upon estimated

,usage and cost con51derations.

“;A waiver is also requested to allow the purchase
}_of all other commodities not available in the U.S.

2-or Kenya at resonable cost from third country suppliers.

52,5.251Travel”

- :,XA blanket waiver 1s requested to allow WOCCU staff '
'hfto travel to the proJect for consultations, technical
'a:assistance, and evaluation purposes as required.
quhe USAID/Kenya mission will be provided with
1§iappr0priate advance notice of each viszt.‘

- EVALUATION AND MEASUREMENT

i}B}l; Evaluation Process

? The svstem developed and utilized'by.WOCCQ/Global{.

. Projects for field rrojects includes three oomponents!jf'

\1{q
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iﬁmonitoring, assessment, and evaluation. Projecu-.'
fimonitoring, described above, provides 1nformation to
ffcontinually chart progress and promptly identifv

fand resolve problems.

rrogecu assessments are carried out annually or ‘bi- -
annually as a Joint underuaking of all proaect parti-
cipants, 1ntended to measure success in achieving x
1nterim obJectives, and to identify modifications
required in either the proaect design or 1mplementation
plan. It 1s recommended that an assessment be carried '
out in. the fourth quarter of year 1 involving, at a mini-
.mum, KUSCCO, ACOSCA, WOCCU/Global Projects and USAID | '
The assessment would be based upon this proJect design
and planning documents subsequently developed. "In
addition, the assessment team'would attempt to identify
the need for, and feaSibility of, 1mplementing a Phase

rII,proJect.

ProJect evaluations are conducted upon completion of the

project to measure success in achieving proJect purposes 3

and.outputs, identify factors related to their: achievement~



,ﬂor“non-achievement, andiidentify inplications-for

;fthe design and 1mplementation of subsequent projecﬁs
f&It is recommended that an. evaluation be completed at
3fthe end of year 2, involving the assessment partic1-
ipants, plus if deemed useful, an external evaluator,
’onintly selected by the cooperating organizations. The .
:5proaect Will be evaluated against the qualhTaTive and
flquant;tative changes expected in KUSCCO performance as

descﬁbed below. _A

atA final note relates to the basic purpose of e#aluations,
;~frcmfthe,perspective of WOCCU/Global Projects. The
:iprincipal beneficiary should be the institution evalua-
.'ted,‘The.evaluation should have an:operatienal orienca-
"?fion,ﬁserving as a feed-back mechanism te‘lead to cetter
: erganizational planning and implementation. Accordingly,.
"mest of the information required should be available from
Tthe”institution's established information and regorting
system._,EvaluationS'that have primarily a research orie-
ntation are dsﬁally costly, particularly to the institu-
‘Acion:since it requires gathering data that would other-
wise not Be'collected, and of little operational utility.
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,Savings and credit societies have a well—defined. Furﬁﬂf,
.providing savings and credit 9cvvm¢s} to.their
:members. The obJectives of this and any Other

:credit union development proaect is to enhance :

the movement's ability to realize this purpose.

Attempts torquantify project impacts on specific

:target groups are interesting; but often futile.

The- more significant measure is whether or not a self

:sufficient cooperative financial system has been

established whose services are being used by an

increasing portion of the rorula'Bh .

Measurement, / 'Losn'c.a.l FromeworK Malrix

The developmental changes resulting from the follow1ng

-~ logical framework matrix. Additional targets and indica-

ltors may be developed by the cooperating organizations

' as the project proceeds through implementation.

 LOGICAL FRAMEWORK MATRIX
1.

Inputs

A, Narrative Summary

1. Technical assistance in the7design'and imple~

mentation of management systems, financial
) &“d_ Service d-‘llwih/ SySTOuS/
systemsy\and design and analysis of new

projeclt ar< Summarized 1 The



-B;,»ﬁpImplementation Target

fc;;;?§Means of Varification

rcosts, technical assistance costs, and cost of

programs for KUSCCO staff.

.service feasibility studies.
7¥ Fbak"seniorflevei staff positions added to
gxuscco.(

‘fQOn-the-Job training and skills development

a Po\'Tlon D}

’Financial assistance to support KUSCCO operating

required commodities.

e

4.

WOCCU/Global Projects Management Advisor recrui-
ted and posted by start-of-project (sor)

: Staff recruited and selected for feur senior

‘/~eow

'tﬁpositions by/\quarter 2.

'HStrategy for specified number and type of

\/em l/

training programs prepared bxﬂquarter 2.
- Implementation continuous:

USAID funding received per project budget.

1.”

2.

Monitoring reports
‘Audit reports of KUSCCO, CUNA
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A.

ISt

li. OutEuts

'Important Assumptions _
l*.'

Qualifled management advisor obtainable

by SOP.

. Qualified candidates’ for senior staff

4.positions obtainabie-at proposed salary

level.

USAIDAproject approval received, funds

-anthorized, grant agreement signed by 1

March 1980.

Narrative Summary

1.

3,

All required management and financial systems

designed end implemented.

Trained KUSCCO management and s :ff

New services feasibility determined.

ht}ﬁMagnitude of Outputs
1.

and Svnancial . '
Management systems : Planning, Accounting,

Budgetlng, Internal Auditing, Personnel, Office.

management, Information and. Reporting.



2, 8taff: All staff capable of meeting
, QBjéctiVés~and requirements of poéition.

’ ST“J:‘S %
3. New Service Feasibilitxh Legal Service,
“ Audit, Management Services, Central

“Finance.

}fCJ,MéanS'of Verification

1. Monitoring reports.
2. Notes to audit reports.
3. Minutes of Executive and Management

Committee meetings.

D, Assumptions

l. All inputs provided according to implementation
schedule,

2. Appropriate controls and policies adopted
and implemented by KUSCCO management committee.,

III Project Purpose

A. Narrative Summary

To improve the instituticnal capabilities of
KUSCCO to manage its internal operations, provide
existing services to member societies, develop

a sound capital base, and operate, on a balanced
budget basis. ' '
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B. ‘End of Project Status

1 M'ané;i.emu'l':
»_Kascc:o #waﬁanmj YERPA p/a-nneal Opemx‘m-ns
j:’v-ew'm"”'e"f) ”"*"‘7 M‘/G”‘GJ a—dex*crml oad--
:'.{’,puf 'furﬁe:f's, amd re8u4r4n7 mm.m( e,dem“[
‘.; f€c4mc~( M:cﬂ‘w& Zor ﬂ\e. Per‘/ormmcg o-ﬁ o(...,-

’_"‘D fla-y Mmafjemcn:l‘ ﬁsks

"2.._ Finance- o
o -—Proaected earned 1ncome trend ach:Leved
-~No unphnned opera‘i'ma de.p‘c,.;, |
v-Share capital/KSh 1 mn.llion

Services. B

e Bookkeeping. .

—-Number of members served 7(,ooa

j;'}-90% of societles up—to-date (enrolled 6" mos)
. ftisk Management

'7.75%' of societ.:vlves WSSULLE parLLICLPAUION

~ . standards | R -
“:'-.'.f"-z,oo societles in program
. Supplies

7‘-_-80% of societies using KUSCCO supp.l.ies -
» Educatlon and tran.nn.ng

( Indicators to be determ:.nea _Cluring oferohional Pldaning) - .

. Publn.city

Indicators to be determined durms opemhinal plomning)



We

I>Y

C.  Neans of Verification

"~g'1. KUSCCO annual financial and dctivities reports.

p2 ProJect evaluation report.,

Do+ Important Assumptions

1.  New staff hired will be fully qualified and

o motivated sufficiently by pntential KUSCCO
,_‘career oppotunities and proposed levels of remuneration."

QEJ*KUSCCO Executive and. Management Committees will |

lfitexerc1se effective supervision and control of staff
vifoperations and reporting. |

B%V Member societiss w1ll perceive and respond to 1mproved
fffKUSCCO management and servicejdelivery.

ugf.Ministry of Co—operative Development Wlll support and

Aencourage society participation in KUSCCO services

and full payment of charges due.

Program or Sector Goal

!A.'Narrative ummary

'The program goal is to increase the number of soC1et1es whose

institutional finanC1al and other development needs are being met
by KUSCCO, leadlng to expanded and 1mproved financial and develop-

ment services provided by affiliated societies to their individual;

membership.v;i



Measures of Goal Achievement

“jfl Significant 1ncreases in the wwuuer oz Socleties parti

pating in KUSCCO services,

2 - Member societies financially supporting most - KUscco

- operations.
3° Increased affiliation rate of: societies to KUSCCO.
h Expanded savings, credit, and related serv1ces prov1ded

by affiliated societies to their membership. ‘

‘Means of Verification

1. Proaect assessment and evaluation reports.

f2 KUSCCO reports, financial statements.

€3 Sav1ngs and credit society reports on total membership

’J‘served, sav1ngs mobilized lending activity by sectors,

and related community- development activities.

~Qua11tat1ve and quantitative objectives to be achieved
iin these areas w1ll be determined during proJect
fplanning and. will be updated as necessary during
fimplementation..‘ Appropriate standarus against which
-proaect goal achievement can be evaluated will be
:determined after 1nitial baseline and market studies 8
‘are concluded.. These will 1dent1fy the specific -
societies and service markets which KUSCCO should
develop 1n order to achieve the proaect goals on a’

cost effective bas1s.,c<



15

1

' *”1mportant Assumptions

General economic conditions will permit continued economic

“progress and operation of co-operative S&VlnES and credlt

fsoc1et1es._x

~aConstruct1ve government and co-operative sector relations

?w1ll continue.=

33Development in otner sectors, 1nclud1ng agriculture,

°?serv1ces, small bu51ness, construction, etc., w1ll permit

'absorption of investment funds mobilized from local savings

'.;by societies.
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.E;fFinanoial*Plan”
The finan01al plan of- tbe KUSCCO Management Development

ProJect is detailed in the follow1ng summary budgets

.and working papers._v e

USAID is requested to provide gap. finan01ng of KUSCCO's
:planned 1980 and 1981 operating deficits. This Wlll be
a contribution to ‘the total operating budget of KUSCCO,
Vrather than funding for specific line-items. Thus
KUSCCO will be responsible for reporting on the total
‘projeot and maintaining all expenditure items within

the financial plan guidelines;integraved financial
'managenent of all revenue and cost items will be greatly
fa01litated. USAID contributions represent 26% of total
KUSCCO expenditure in 1980, declining to 23% in 1981.

Note. K A Fo has 1ndicated that its contributions may

be spread throughout the 1980-1982 period. Accordingly;
KUSCCO's defiCits c¢ould be 1ncreased in 1980 and decreased
in'1981 The total amount of requested USAID financing
nould not be affected though its scheduling during the
eight quarters of the Pproject will require subsee&quent

1dgustmenn.

VA0



. Budaet No |

 §§AID~Contribution Summary

( US Dollars )

- 1980
 cost Category

KUSCCO Administration
 and operations 6,442
‘ Buaqcf No.'Z 7 ,44‘;
Comodiziss 36,34
| Tecgﬁigi}hﬁéslstance"78‘905
191,661

V'Total

89,651 50,799

158

" Total

157,357

36,314
219,355

170,566 50,799

T Sy Gl St S — 1

- 413,026



Budoet No. 2

KUSCCO FINANCIAL PLAN 1980-1982
( KENYA SHILLINGS)

 INCoM

1980 1981 1982
' Earned Incoe 996,073 1,561,990 2,230,438
~ Dues 1399, 366 509,303 . 831,511
- Service charges 392,625 - 798,336 - 1,271,808
Risk Management 154,744 192,444 230,144
| Stationery 44,838 55,907 66,975
"~ Central Finance (5,500) - - (4,000): 20,000
" Sundry 10,000 - '_10,000 10,000
Grants o © 503,040 350,000 350,000
CKAF %+ . 328,0b0 - -
NORBIC Project _175,000 350,000 . 350,000
TOTAL PROJECTED |
INCOME : 1,499,113 1,911,990 2,580,438
EXPENDITURE 2,034,204 2,478,394 2,579,777
~ Personnel costs 1,118,043 1,441,298 1,484,534 |
Travel 188,700 229,320 252,252
Training 40,000 150,0C0 25,000
Office Expe-
nses . 234,300 255,400 278,000
Affiliation & '
Represent. - 73,000 75,050 87,200
Finance costs 121,000 121,000 - 121,000
Other costs _259,161 306,36 331,741
SURPLUS (DEFICIT) ~ ( 535,091) (566,404) - 661
. USAID GRANT SO o
FEQUESTED 535,091 - . 566,404 -
US DOLLAR EQUIVALENT S S '
(KSh 7 to US$1.00) L T6,4H2 . 80,915 -

\Z-




| 6o
Budgqet No. 2.1

"KUSCOD ‘BUDGET "WORKING 'PAPERS '1980-1982
‘KENYA SHILLINGS)

1380 1981 1982

Personnel costs: Salary, _ A '
Housing Allowance & NSSF 1,118,043 © 1,441,298 1,484,534

Gereral Manager 84,642 5,618 99,517
Field Services Manager 49,810 67,3 69,364
‘Chief Accountant 49,410 67,34 69,364
fﬁobkkeeping'Coordinatorﬂ ﬁi}éyé' 42,872 ;158
Risk Management Officer - f#i;zuq 53,678 55,288
Education Officer . ’u},éggt 53,678 © ss;zes'
Cashier/Supplies Officer '13,923; 26,474 o E 27;268,”
Personal Secretary | 18,207 19,677 20,267
Copy Typist IT | ‘ie,oss 13,203 = 13,569
Receptionist Typist 8,055 13,203 13,599
Branch i’lanagérs: : . ;

Nairobi - | o i us;s78 ‘ - 54,081 55,763'

Coast; Rift Valley(2 ). 69,660 85,74 88,316

East/Central (1) . 30,012 w73 35,754
Nyanza/Western (1) . = 30,012 - 3,713 35,754

Bookkeeper-s: o R , _ :
Senior (0/3) - 19,58 78,789 81,153
Bookkeepers(8) 120,300 -~ 185,064 - 159,716

 Juniors (25/22) 319,086 . - 364,760 - 375,703
Copy Typist I (5). 58,383 82,000 . 85,387

 Drivers (3/5) 50,820 . 66,015 - 67,995
Messengers (3) C21,0000 22,82 23,509
Watchman - Saale T ae0s 7,832

| eur———




Travel

“Per dlem

Public Tran8por-iﬁy} fuﬂj
~.-.19,000.

Vehicle Op. and §.jf[_%_
. -81“000[

tation .

Malntenance_ 
Insurance -

Licenses . . ..

- Trainlng .
Materlals

_»Programs

- Office Expenses

"fRent
 VWater & Elect.,

' Printing & Sta-
tionery .

Post & Tel. .
 ;Repa1rs & Malnt.

" General

19§d3’

rL:64;2QQ .

, 2,0003

30,000

156;CQO
3,800

17,500

1,0, 000

15,000

2,000

*40,000

234,300

1981

L88 700
o 87 120

;cl9i29°¥

96 ooo;
25 OOO?

443;5!32?.

30 OOO

yzo;ooo_,j

172,000

hiéOQ_

18, 500
42,000
16, 500

2,200

229 320 .
i 95 832'

50 OOO

255,400

Budaet No, 2ol

1982 ;Afu ”

”;21,1209

f10376065
i;z7 500?

. 2,200'

25 OOO

10 OOO

278,000
190,000

L{éOO’

19,500 -

' 1-1-4: 000
. 17,500,

2,400

252 252



- Affiliation &
5;*Representation

~ ACOSCA dues & mtgs.:}

" KNFC dues

Committee expeﬁSeS,’f

Travel

Sittlng Allow.
}fPubllcity;;_
Entertainment

Finance costs -
Soclety borrOW1ngs
Bank charges -

.Qther costs -

 Bookpg. mach.serv.
Audit & Superv.
Depreciation .
Vehicles
Furn.&Equip.

Bookpg.machines

Workers insurance
. Contingency

TOTALS

nﬂd.dsv.'_f‘ No‘.‘f"z.l,'f_

U —————

1980 Qj1981 ,19825
73,000 - 75 050 . s7’,-2oq
’2o,ooo%~u , 15 000 20 000 |
-;glo,ooc 310 oooA 10,000
 10 00c 11, 000 12,100
~'8,00¢ 8, 800? .9,600
lzo 00C 1 25,000° 30,000
5,oooa  5j2501 X  1515093
121,000 121,000 ~  121,00C
111 000 111,000 111,000
10,000 | 10,000 10,000
259,161 306,326 331,791
30,000 31,500 33,100
15,000 15,000 15,000
60,000 60,000 60, 000
16,000 18,000 20,000
96,000 128,000 144,000
22,161 28,826 29, 691
20, 000 25,000 30,000
2,034,204 2,

478,394 2,579,777



Bucdget No. 3

;Commodities and: Equipment Budget

1.y
2.
i#?ﬁ
5.
6.
7.

iCoStiCategory

1Veh1cles (2) @ 80 OOO
’Filing Cabinets (lO) @ h,OOC
1Typewriters (6) @ h,OOO

Desk calculutors (12) @ 600
Film Projector (1) @ 12,000
Desks (10)‘@ 800 |

Chairs (20) @ 150

U.S. Dollars @ 7.00

K.shs.

160,000

40,000
24,000
7,200
12,000
8,000

3,000
254,200

36,314



Budeget Neo.4
‘Technical Assistance Budget

Summary
1980 1981 1982 Total
Cost Category
"Persaﬂﬁél -'34;23h" DUy &DY L3414 YO, UL/
‘Travel 19,500 2,600 20,000 42,100

Consultant 11,000 17,000 12,000 1,0, 000

Other  1L,021 19,792 5,325 39,238
78,905 89,651 50,799 219,355

= ey e e o o oo e ot ety s s s
1+ 1] ——— 1



' Budget No. 40
‘Technical Assistance Budget
| Working Papers .

Cost .Category_ '
:  ?é£§ohne1 _
| 1sa;ary', 19,239 27,448 7,342 54,029
. Fringe Benefits . 5,195 7,411 . 1,982 14,588
: .Allowénces ’ o - f |
‘Housing 6,400 10,800 3,000 20,200
Education 3,450 _4,600 1,150 9. 200
34,284, 50,259 13,474 98,017
Travel
‘iqcal
Internal Transport 100 600 200 1,200
Per Diems - 1,600 2,000 1,00 4,000
International

Relocation (Travel,

*Temporary Lodging,

Béggage) 17,500 19,400 36,900
‘ 19,500 2,600 20,000 42,100




Nducges Be bl

COnsultant
"Training, Consul-
‘tation, Feasibility,
~ studies (ACOSCA) 6,000 - 12,000 2,000 20,900
»Cohsultations " | ; | N |
. (Global Projects) 5,000 5,000 ' 5,000 15,000
Project Evaluation __ p 5,000 5,000
11,000 7,000 12; 000" L0, OOO
Other
| 4Sﬁpplieq/Commu-
nications 1,500 2,000 500 4,000
Contingency 500 500 200 1,200
Indirect (6ver—
head) 12,121 17,292 L,625 34,038

14,121 19, 792 5,325 39,238

‘Total | 78;905 89,651 50,799 219,355
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, !Conditions

1. Supportive Resource:

As detailed in KUSCCO's financial plan,vtechnical

~and financial resources are expected from a number of

. 'sources. ‘The KAF has a continuing agreement with KUSCCO

‘through 1982 to provide the level of resources indicate

The Kenya/Nordic Cooperative DevelopmenthProgramme.has ha

a working relationship with the Ministry of Cooperative
Development for more than a decéde. Prior efforts were
directed towards the establishment of agricultural mar-
keting cooperatives. Having achieved relative success
in that area, the ﬁordic Programme has now turned

its attention to savings and credit societies. A
project agreement for this effort has been forma-

lized between the Nordic Prdgramme and the GOK.

The Ministry of Cooperative Development, as part

of its mandate, will continue to provide auditors
énd_other trained personnel to supervise and

control the aétivities of savings and credit societies.
ACOSCA will continue to provide technical support

to its member national associations, fulfilling its

leadership role in the African savings and credit

"movement. vThe'administrative and technical back-

stopping>po'begprovided by WOCCQ/Global Projects

“ié‘funded.fromia éepafate°AID'Specific'Supporﬁ Grant.

70
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fThe possmble contribution of AALC has been brlefly
discussed but has not been 1ncluded in proiect

estlmates. -

.The flnanclal ‘resources avallable to KUSCCO are. based
'upon proaectlons of the 1ncome trend line for the
past flve years. 1Income has shown a steady linear N
‘growth for the duration of the project the most
_likely prospeg’:t::6 this trend will continue with

moderate upward modification.

2, Government of Kenva Approval

Tﬁis Project proposal is being submitted to the
‘Ministry of Coopera*ive Development for review and -
appro?al} The KUSCCO Management Committee will
»coordinate the efforts to obtain any additional
approvals and clearances required ‘of the GOK.

Since speciflc mention is made in the Kenya Deve-
lopment Plan 1979-1983 of the need to support and
1SSlSt the development of KUSCCO, it is expected that
:OK approval willAexpedltlously obtained



