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I. INTRODUCTION

Credit unions are, perhaps, the most widespread and rapidly growing
single form of cooperative in the developing world. As private sector
financial intermediaries, they play significant roles in urban and
rural financial markets in both developing and developed countries. At
the end of 1986, there were nearly 20,000 credit unions in developing
countries with over US$ 3 billion in total assets serving about 7.8
million member-owners in 71 national movements affiliated to the World
Counicil of Credit Unions (Woccu).

The significance of the worldwide credit union system for development
planners, financiers and administrstors lies in the fact that credit
union development is often the first step in financial market
development. Credit unions bring institutional financial services to
rural and urban areas not generally served by formal sector financial
inteimediaries. This lowers the cost of borrowing and raises the yield
on savings for major population segments in the developing countries.
As a result, both savings and lending are increased substantially.
Economic growth at the comnunity level is stimulatcd by credit union
lending for both productive and consumption purposes.

Credit unions also introduce democracic processes and structures to
many places in the developing world where this experlence has been
lacking. The movement thus acts as a vehicle for far-reaching social
change and development, just as it does for economic development.

This paper will discuss the credit union development process, quantify
the movement's major achievements and describe the key operational and
financial characteristics of its role in financial sector development,
The paper concludes with a sunmary discussion of the critical
development issues facing the movemen:, its development strategy and
the major components of the credit union development model. The
effectiveness of this model has been proven over the last 130 years by
the successful operation of credit unions in all parts of the worldwide
in developing and developed countries alike.

Definition of a Credit Union

A credit union is a cooperative financial organization owned and
operated on a not-for-profit basis by its members according to
democratic principles. 1Its purpose is to encourage savings, tuv use
pooled funds to make loans, and to provide other related services to
members and their families. A credit union is part of a cooperative
financial system and adheres to the operating principles for credit
unions as set forth by the World Council of Credit Unions (Appendix
1). Credit unions are known by a variety of names in the countries

T



where they operate, including: savings and credit cooperatives, thrift
and credit societies, caisses populaires, banques populeires,
cooperativas de ahorro y crédito, cajas populares, etc.

In this paper, the term "federation" will be used consistently tc refer
to national credit union associations, leagues, unions, etc.

A Brief History of the Movement

The credit union idea originated about 130 years ago in Germany.
Friedrich Raiffeisen organized the first credit union there to provide
low-income farmers and workers with a self-sustaining institution where
they could pool their savings and make loans to each other at moderate
intercct rates. The borrower's character was the primary security for
the loan, which was to be used for providential or productive purposes
and repaid regularly and promptly.

The idea spreacd throughout Europe during the nineteenth century and
reached North America in 1900, when the first modern credit union was
organized in Canada. In 1909, the first U.S. credit union cpened its
doors in Manchester, New Hampshire. The establishment of the Credit
Union National _.ssociation (CURA) in 1934 provided an organizational
base for promoting credit union growth and development throughout the
United States.

In the 1950s, CUNA began to support international credit union
development through its World Extension Bureau. Credit unions were
organized in the Caribbean during that decade, in Latin America during
the sixties and in Africa and Asia during the seventies. CUNA and
WOCCU have worked closely with the United States Agency for
International Development and other development agencies and
Institutions to expand the worldwide credit union system since the
early 1960s.

Geographic Spread of the Movement

The success of these efforts 1s shown in the accompanying world map.
Local, national and regional credit union organizations are now found
on all continents of the globe. They are functionally integruted at
the national, regional and worldwide levels into one of the largest
membership systems in the world.

Rural and Urban Operations

Credit unions operate in both urban and rural areas in the developed
and developing nations alike. Although credit unions are usually
regarded by development planners as urban institutions, they &re,
especially in the developing countries, heavily involved in rural

life. In many countries the movements are predominantly rural. Even
in predominantly urtan credit unions, a large percentage of the
membership comes from surrounding rural areas and credit union services
to urban members often benefit rural areas through the extended family
Structure common in many developing nations. 1In Africa, 1,526 of 3,429
credit unions (44.% percent) for which the classification has been



reported are classified as rural or predominantly rural. In 16
territories of the Caribbean, 234 of 496 credit unions (47%) have a
mixed rural-urban membership. Data developed in 1980 indicated that
approximately 40 percent of credit union members in Latin America lived
in rural areas.

The importance of the credit union as a rural institution in the
developing countries, and the significance of its contribution to rural
development, are often overlooked.

Member Incomea and Occupations

Credit unions provide financial services to sectors of the population
that would otherwise have limited or no access to these services.
Although few income studies have been conducted, the limited data
avallable confirm that credit union members are generally below the
median income level. Even where credit unions serve salaried
employees, they are generally at the low end of the Job classification
and salary scales.

Most developing country credit unions, both rural and urban, have
occupationally diversified meumbarships. Rural credit union members are
primarily small farmers, traders, shopkeepers, artisans and other
producers with a relatively limited share of teachers and other
salaried employees. Urban credit union members are generally low-level
wage and salary earners, the self-employed and housewives.

Types of Credit Unions

Credit unions are organized around a "common Lond" of membership. This
common bond unifies the group socially and defines the credit union's
potential market. Common bonds are of two basic types: closed bond and
open bond. Closed bond credit unions, the most common type in the
United States, typically limit membersnip to persons employed in the
same workplace or who share membership in a particular association.
They are relatively uncommon in the developing countries, although this
varies greatly. Open bond or "community" credit unions are the most
common type in the developing countries and are generally open to
people sharing a common geographical place of residence.

There is a tremendous variety of specific organizational forms in
credit unions around the globe, but they all have similar membership,
principles, purpose and structure.

World Council of Credit Unions

WOCCU is the worldwide representative organization of credit unions and
similar cooperative financial institutions. As the international apex
organization of credit union associations representing seventy-eight
national federations/leagues aroun¢ the globe, WOCCU possesses unique
skills in the development of credit union systems. WOCCU provides
developmental, communications, representational and resource
mobilization services to organize, expand, improve and integrate the



International credit union movement, and it draws upon the technical
skills and experience of its member confederations and national
assoclatlons in the provision of technical services.

WOCCU is an international organization whose members include seven
regional credit union confederations and four free-standing leagues,
WOCCU's members are:

ACCU, the Asian Confederation of Credit Unions

ACCOSCA, the Africa Confederation of Cooperative Savings and Credit
Associations

AFCUL, the Australlan Federation of Credit Unions

CCCS, the Canadian Cooperative Credit Society

CCCU, the Caribbean Confederation of Credit Unions
COLAC, the Latin American Confederation of Credit Unions
CUNA, the U.S. Credit Union National Association

Free-standing leagues: Fiji Credit Union League, Association of
British Credit Unions, Irish League of Credit Unions and the New
Zealand Credit Union League

Data Sources

Most of the data presented here have been extracted from WOCCU annual
international statistical reports. These data are from our developing
country movements only, which are shown on the International Credit
Union System chart contained in Appendix 2. There are occasional
discontinuities in the data due to movement restructurings,

World Council. If all developing country credit union movements were
included regardless of their affiliation status, the growth curves
would be both smoother and higher. Nevertheless, the affiliated
movement's development shows solid and largely continuous growth over
the last fifteen year3,

II. UNIQUE NATURE OF CREDIT URIONS

Credit unions are unique institutions. They share important
characteristics which set them apart from other financial institutions,
both formal and laformal. They are part of the financial sector and at
the same time are typically the largest and most developed component of
the cooperative sector. They are unique in the people they serve and
the principles by which they operate. In sum, they are financlal
intermediaries which put people first, not as & marketing device, but



as a basic financial and operational objective. Tne key distinguishing
characteristica of the credit union movement are summavized below:

Democratic control (one member, one vote) assures that the
institution is responsive to the needs and condition of the
membership as a whole.

Credit unicns are membership organizations, owned and operated by
the members for their collective benefit as both savers and
borrowers. Membership is voluntary and open to ail within tbe
accepted ~common bond,.

As privately owned, cooperative enterprises, credit unions are
service oriented and market driven.

Credit unions adhera to both general cooperative principles as well
as a set of operating principles specific to the WOCCU system.
On-going education of the membership, leaders, staff and the public
are critical elements of the credit union development strategy.

Voluntary, unpaid leadership reduces coste and makes community
service an explicit objective of credit union institutions.

Credit unlons are non-profit but earnings-based; net income is
distributed to the members as interest/dividends on savings.

With few exceptions, credit unions ere single-purpose ccoperatives
specialized in providing financial services.

Credit unions are system builders, applying in practice the
principle of cooperation among cooperatives through both vertical
and horizontal integration.

Based on these unique characteristics, the credit union movement has
emerged as a successful, viable and growing cooperative financial
system throughout the world.

III. CREDIT UNION ACHIEVEMENTS

By its example in the developing countries, the credit union movement
has proven a number of key hypotheses regarding cooperative and
financial sector development. These are summarized below, together
with & brief discussion of the advantages of the credit union system to
the member and to the national political and economic systems of the
developing countries.

First, credit unions have clearly demonstrated that the rural and urban
poor can save. Despite a high degree of financial repression and
institutional barriers to growth, credit unions in developing countries
have accumulated more than US$2.6 billion in savings, as shown in Chart
No. 1. This savings growth has generally outpaced membership growth
and produced rising average savings per member, as shown in Chart No.



2. These findinie have been validated by a variety of local studies
conducted by the Ohio State University and by WOCCU and its member
confederations at both the regional and nationai levels.

Second, the movement's expansion has proven that popular, democratic,
cooperative institutions can survive and thrive in the face of both
formal und informal competition. Total individual membership in the
WOCCU system has continued to climb during the last fifteen years (see
Chart No. 3), as has the number of affiliated credit unions (Chart No.
4). The regional distribution of total credit union membership and
number of credit unions at the end of 1986 is shown in Charts 5 and 6,
respectively.

Third, the movement's financial success has shown that rural and urban
financial intermeciation 1s a viable business, The relative growth of
aggregute credit union savings and loan balances is presented in Chart
No. 7. The movement is clearly capable of generating the savings
needed to fund its lcan portfolino as a whole. Nevertheless, there
exists considerable potential for portfolio growth through the
Judicious use of external credit resources to complement movement
generated savings., The regional distribution of savings and loans in
each WOCCU-member Tegion at year-end 1986 is shown in Chart No. 8.

Fourth, small-scale, rural and urban lending for productive purposes
c4n be done Successfully by locally owned and operated cooperative
credit unjons. As shown ‘n Chart No. 7, credit unions have funded a
constantly growing loan portfolio of which an estimated US$440 million
(20 percent) is for directly productive activities. The average size
of these loans is probably under US$ 1,000 and in many countries it is
less than US$ 250. These loans generally finance farmers' annual
fertilizer and other input needs in agricultural zones and help meet
the short-term working capital needs of small business persons and
producers in both urban and rural areas. While loan delinquency has
been and continues to pe a problem for some credit unions, most are
Successful in collecting their outstanding credits.

Fifth, the movement's growth and expansion, as shown by the previous
charts, has proven that foreign aid, focussed largely on institutional
development, can produce a lasting, measurable impact on people's lives
and behavior. 1In response to U.S., Canadian, German, Dutch, Swiss,
French, Australian, New Zealand, Irish, and other governmental and
private agency contributions to institutional strengthening at the
rational, regional and worldwide levels during the 1972-86 period, an
additional 5.3 million people in developing countries "voted" with
their money by Joining and investing over US$ 2.4 billion in their
local credit unions aifiliated to the WOCCU system. Total membership
in these countries Increased from 2 million to 7.8 million and savings
from US$ 218 million to US$ 2.6 billion).

Advantages of the Credit Union System to the Member
First and foremost, credit urj:ns make savings and credit services

available to new sectors of society. Credit unions make loans to
persons who could not normally meet the collateral requirements of



commercial bank and most development bank loan programs. Credit unions
also provide secure places to invest savings, often in rural areas
where no other financial institutions exist, and happily service small
accounts that commercial banks and other formal financial institutions
cannot economically handle.

Credit unions significantly lower the transaction costs of savings and
borrowings to their members as compared with banks and development
agencies.

Credit unions alsc lower the interest costs of credit %o members who
would otherwise have to borrow from moneylenders, landlords or
shopkeepers. Interest rates on credit union loans, even calculating
the imrlied cost of funds in compensating savings balances, are
substantially lower than those charged by informal financial
intermediaries.

Advantages to the National Political and Economic System

first, credit urions mohilize significant volumes of savings,
particularly in rural areas. Since many credit union members are new
entrants te the financial system, the growth of credit unicn savings is
likely to reflect increased monetization of the economy, rather than
reallocations of existing financial balances from one institution to
snother. Theuve new savings fuel both investment and consumption
through credit union loans at the local community level.

Credit unions also increase economic efficiency by reducing the costs
of financial intermediution to the middle and lower income groups
previously dependent on informal financial market services. This tends
to increase even further the monetization of savings and the volume of
financiel transactions.

The credit uanion system does not depend on external capital and
generally funds its domestic loan activities without increasing the
international debt burden of the developing countries. External loans
are a minor source of funds ut the credit union level: about 7 percent
in Latin America, less than 5 percent in the Caribbean and 2.1 percent
in Africa.

The credit union system is a financially self-sufficient system., With
rare exception credit unions do not require or receive government
budget support and do not represent a continued drain on scarce
national budget resources. While interpational donor support has often
been instrumental in the development of national and regional credit
union institutions, the amount of assistance in real terms has declined
in recent years. This is in striking contrast with the experience of
public secto: sgricultural credit programs, which require constant
recapitalization from central governments or international donor
agencies,

The democratic principles and practice of the credit union movement
provide an important example for the political systems of many



developing countries, Democratically controlled national, regional and
international credit union organizations provide a representational
voice for the poor,

Finally, credit unions contribute to the social stability of many
countries by improving living standards. As noted previously, credit
unions are often the only sources of institutional finance for the
rural and urban poor. Credit union savings and loan services help
members help themselves through their own economic activities,

IV. ROLE OF CREDIT UNIONS IN FINANCIAL SECTOR DEVELOPMENT

The credit union approach to financial sector development is based on
the principle that financial development begins with institutional
develcpment. Local initiative, respcnsibility and investment build the
credit union system starting at the community level. This, in turn, is
followed by the creation of a continuing institutional support and
service structure at the national and regional levels. As these
complementary institutionsg grow and mature, they become increasingly
capable of mobilizing and managing an expanded share of the nation's
financial resources. In this section of the paper, we will examine the
role of credit unions from two perspectives: institutional development
and financial services and performance,

Institutional Developmen:

Credit uniong May appropriately be considered a new institutional form
for the comaunity in transition. They occupy a middle-ground between
informal and formal financial intermediaries and have attributes of
both traditional, informal community cooperative structures and modern,
chartered financial institutions. The democratic structure, operating
principles and social goals of credit unions blend with and build upon
the implicit principles of mutual trust and cooperation that exist in
rural communities,

In both rural and urban settings, credit uniosns are, to borrow from
Malcolm Forbes, a legal "capitalist tool" of development for social
groups previously excluded from the formal financial marketplace. They
reduce dependence on informal financial market intermediaries and
provide access to formal sSector resources. Credit uniong act as a
bridge for both individual members and the community as a whole. They
fra2 members from usurious interest rates and are often the first step
i che development of formal financial markets in rural areas.

Credit unions are "leading institutions" which group "early adopters"
and community leaders and may form the organizational basis for
subsequent cooperative and community development activities.

Successful credit un.ons are almost invariably built from the ground up
by committed, untiring volunteer leaders. The development focus is on
strengthening technical and managerial skills, first of volunteers and
later of paid staff.



System-building is a critical element of the institutional development
process. Formal linkages are created between the local, national and
international levels, based on collaboration rather than competition.
These linkages include vertical systems (credit union to national
federation to regional cornfederation to WOCCU) and horizontal systems
(Joining credit unions in chapters, districts and regions). These
systems pool limited human, technical and financial resources to obtain
access to technoiogy and vwholesale services; achieve economies of
scale; diversify risks; centralize liquidity.

The structure and services of the international credit union system may
be outlined as follows:

Credit unions provide:

Retail financial services tailored to the needs of their
member-owners.

National federations provide:

Institutional development servicess tc CUs (training, technical
assistance, promotion of new units)

Wholesale financial services (savings mobilization, investments,
lending, insurance)

Movement representation and defense

Regional confederations provide:

Institutional development services for federations

Wholesale finance (primarily in Latin America and the
industrialized countries)

Resource mobilization and coordination (particularly external
develupment assistance and credit funds)

Representation and defense

World Counci] of Credit Unions provides:

Institutionel development services for confederations and
federations

Publications and communications
Resource mobilization
Representation and defense
Despite the achievement of building this system, the mcvement's

institucional development task is far from complete. At each level of
the system there is a minority of units -- credit unions, federations



and regional confederations -- which are experiencing difficulty.
These include both older institutions with continuing problems and new
institutions struggling to reach technical self~sufficiency and
financial break-even. Our development challenge is to strengthen
and/or rehabilitate them so that current and potential credit union
members can continue to benefit from the movement's unique services.

This development effort must be carefully tailored to the needs and
condition of each particular institution. Credit union organizations
and their specific development ueeds vary greatly, depending on whether
they are young or old, large or small, closed or open bond, rural or
urban, on the markets they serve (expanding or contracting, more or
less repressed), business and economic cycles and the legal/regulatory
environment in which they operate. The movement has developed a number
of situational analysis techniques to aid this diagnostic process at
the credit union and federation levels,

Monitoring and evaluation of credit union development has been aided in
Some countries by the recent emergence of credit union clagsification
Systems. These are based on key financial and institutional indicators
which permit federations to asgess the condition and risk of their
member credit unions. Just as important, the systems permit the staff
and leadership of credit unions to monitor and adjust their own
performance in order to improve their rankings. While the systems are
still in their formative Stage, they do permit federations to classify
credit unions into four broad categories:

A -- Strong to excellent

B -- Fair to strong

C -- Weak, problem plagued, possibility of failure
D -~ Serious cGifficulty with probability of failure

Most developing country movement assets are probably managed by credit
unions in the A and B categories, alcthough data are too limited to
reach firm conclusions at this time. The movement is developing a
number of strategies to deal with type C and D credit unions, including
interventions, specialized technical assistance, mergers, financial
stabilization end, in extreme cases, closings.

Financial Services

Financial self-reliance is at the hcart of credit union system
development, just as self-help is a key part of the movement's
philosophy. As primarily savings-based institutions, credit unions are
largely independent of government and donors. External financial
support has been largely successful, primarily for institutional
development assistance at the national and regional levels.

As noted previously, external credit plays only a minor role in the

credit union system as a whole, financing less than 10% of total credit
union assets in developing countries and less in developed ones. As
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can be geen in Chart No. 9, savings have been the primary source of
movement funds during the last fifteen years. In 1986, they provided
over 86 percent of total credit union funds, with reserves, other
liabilities and other capital accounts supplying the balance (see Chart
No. 10).

In assessing the movement's financial services and performance, it is
important to distinguish between the retail or credit union and
wholesale¢ or federation levels,

Credit Union or Retail Level

Financial intermediation is the essential function of credit unions at
the community level. They frequently are the only financial
institution serving the members, especially in rural areas, and
typically are rather small. The three basiz services provided by
credit unions to their members are: savings deposits, personal loans
and life insurance.

Credit Union Size
In 1986, the "average" developing country credit union had 389 members

and total assets of US$151,000. This varied greatly by regions,
however, as is shown below:

Table No., 1

Average Credit Union Membership and Assets, 1986

Region Average Membership Average Assets
Africa 240 US$ 46,000
Asia 320 222,000
Caribbean 1,428 983,000
Latin America 1,313 394,000

Source: WOCCU Annual Statistical Report, 1986

Population Share Served by Credit Unions

At the retail level, credit unions are now serving a significant share
of the working age population in many developirg countries, as measured
by the population penetration ratios shown in fhart No. 11. While the
ratios are substantially less than that of the United States (shown for
comparison purposes only), they are still important given the
movement's far shorter period of operation in the developing
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countzies. The Caribbean credit union system is now serving 14 percent
of that region's work.ng age population, followed by 3.6 percent in
Latin lmerica, 1.5 percent in Africa and 1.4 percent in Asia. The
ratios now exceed 5 percent in 23 developing countries, including 15 in
the Caribbean. Individual penetration rates for member countries
grouped by regions are inciuded in Appendix 3.

Although we have no data on bank customers as a percent of the working
age population in developing countries, it is probable that the number
would be less than that of the credit un.ion movement.

Savings Mobilization

Developing country credit unions have mobilized more than US$ 2.6

I 11lion total savings and grew at a compound annusl rate of 19.5
percent during the 1972-86 period. Measured in constant value Jocal
currency terms, growth was probably even higher, since the U.S. dollar
equivalents reported by WOCCU members were biased dowaward by the
recent rise in the dollar relative to other currencies.

Credit unions generally service very small savings accounts, which are
usually discouraged by other financial intermediaries. 1In 1986, the
average account was US$ 339; this more than tripled from US$ 110 in
1972 and was growing at 8.4 percent per year.

Savings growth is basically fueling asset growth of the movement. Over
the recent period the 3ystem has maintained a relati-cly stable savings
to assets ratio of 82%, with both savings and assets growing at
approximately the same rate.

The movement is apparently emerging as a net savings provider to the
financial systems of developing countries, particularly in Africa and
Asla. Overall, there appears to be a downward trend in the loan to
savings ratio, from an average of 99.3 percent in 1972-76 to 89.4
percent in 1982-86 (see Chart Ko. 12). By year-end 1986 the aggregate
loan to savings ratio had fallen to 84.2 percent.

Basic Savings Products

Credit unions in developing countries typically offer the following two
types of savings account products:

Share savings accounts (traditional instrument; usually low
vielding and not readily withdrawable in many developing countries;
provides access to credit)

Deposit savings accounts (nevwer instruments; typically passbook
savings and term deposits; competitively priced and structured;
easily withdrawable)

In reporting total movement savings, WOCCU consolidates both types of
savings accounts together, because the distinction betveen them is
largely a matter of semantics and national or even local practice. The
trend for at least the last 10 years in developing as in developed
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country movements is toward what we are calling "deposit" savings.

This 1is exemplified by Latin America data in Chart No. 13 for estimated
share and deposit savings growth from 1975 through 1980 in constant
1975 U.S. dollar equivalents.

Savings Market Share

Credit unions have captured a small but significant share of the total
savings market in developing countries, as measured by the sum of
quasi-money (i.e., interest bearing liabilities of the banking system)
plus credit union savings. Credit union savings as a percent of total
savings ranged from a high of .2 percent in the Caribbean, to 4.3
percent in Africa, 1.2 percent in lLatin America and 0.8 percent in
Asla. This compares with the U.S. credit union movement's savings
market share of 6.9 percent, achieved after 80 years of development.
Chart No. 14 presents this information graphically. Twelve developing
country movements had market shares approximating or exceeding the U.S.
rate. Appendix 4 contains individual country data grouped by reglons.

Savings Management

Credit unions actively mobilizing savings are often the better managed,
more forward-looking institutions able to tap lower-cost retail savings
and thus expand services and generate improved earnings without need
for institutional borrowing. On the other hand, some aggressive credit
unions have been successful in mobilizing savings, but have exceeded
their asset management capabilities, resulting in liquidity
difficulties and even losses to savers.

Interest Rates

Credit union interest rates tend to be "sticky" both upward and
downward; rapid adjustment in the democratically controlled credit
union movement is difficult and generally slow. In periode of rising
market interest rates, borrower resistance tends to inhibit rapid
upward adjustment of lending and savings rates. This slows savings
growth and may lead to curtailment of lending activities in severe
Instances. On the other hand, after credit union interest rates have
risen and market rates begin to fall, saver resistance tends to inhibit
downward adjustment of savings and lending rates. This may lead to
excessive liquidity and reduced earnings as members reduce their
borrowing while savings continue to grow.

The difficulty of interest rate adjustment is also complicated by legal
restrictions in some regions and countries. By-law amendments are
often needed as 1s approval by a government agency. Rarely is
rate-making in accordance with market conditions freely delegated to
the Board of Directors and management.

Credit Services
Developing country credit unions had balances of US$ 2.2 villion in

loans outstanding at year-end 1986 which were growing at an annual
compound rate of 18.3 percent since 1972. These credit unions granted
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estimated total loans of some US$ 8 billion in the 1972-86 period, of
which perhaps 20 percent or US$ 1.6 billion was for agricultural and
small business purposes. This compares with an estimated total of

US$ 11.5 billion in agricultural and rural sector credits provided by
AID, the World Bank and IFAD in the last 20 years, according to a
recent AID study. Broadly-defined, cumulative World Bank/International
Development Association agricultural credits probably exceed US$15
billion.

Loans make up most of credit union assets, but the share is decreasing,
from an average of 81.6 percent of total assets in 1972-1976 to 73.7
percent in 1982-1986. The growth of assets and loans for the 1972-1986
period is shown in Chart No. 15. Non-loan asgsets consist principally
of cash and financial investments, fixed assets and non-financial
Investments. In some cases, the latter include investments in such
non-financial services as medical clinics, consumer stores,
recreational facilities, etc.

Credit Market Share

Developing country credit unions have attained relatively important
shares of the total private sector credit market, as measured by
International Monetary Fund statistics for claims on the private sector
(monetary survey data). Chart No. 16 shows the market share held in
each WOCCU-member region, with the U.S. movement included for
comparison. The movement's share of total private sector credit ranged
from a high of 6.5 percent in the Caribbean to 1.8 percent in Africa,
0.7 percent in Latin America and 0.6 percent in Asia. This compares
with the U.S. share of 2.8 percent, Individual country market shares
are included in Appendix 5.

Loan Products

In developing countries, credit union loans are typically small,
unsecured, short-term, personal loans with uniform (or nearly uniform)
fixed interest rates. Following are some of the key characteristics of
these instruments and the lending process:

The member's personal character, savings record and future earnings
potential are the prime considerations in loan approvals,

Collateral is only recently becoming an important factor, as credit
unions expand their lending activities and increase loan sizes and
terms; co-signers are the preferred form of guarantee.

Credit unions have simple loan application procedures and low
transaction costs for the borrower. Most loans are approved by
credit committees elected by the membership and functioning on an
unpaid basis, although the use of paid loan officers is increasing
and is widely practiced in the larger credit unions (these loan
officers may or may not have actual approval authority).

The amount of the loan is traditionally based oun a multiple of the
member's savings balance (for exampie, 3 to 1). The savings
balance is a convenient proxy variable for the member's earning and
repayment capacity and assures that he or she has an equity share
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in the activity being financed.

When necessary, credit is typically rationed by reducing loan size,
stretching out disbursements or granting only the smallest loans
first (the latter is often a by-law requirement).

In some countries, typically in Africa, loans must be fully secured
by cosigners' savings accounts.

Ordinarily, only 1/3 to 1/2 of the members are borrowers at any
given time.

Obljgatory savings of 5 percent to 10 percent of the loan amount
have often been required and are added to the loan balance. This
iIncreases the effective yield to the credit union (cost to the
borrower) and has been a significant contributor to savings growth
in many countries,

Relatively low nominal interest rates are still the norm, &lthough
they generally exceed rates for comparable loans from subsidized
government developxment programs and intermediaries. 12 percent
interest is still a traditional rate in countries where inflation
has not been extreme, but many credit unions have added fees to
increase their yields. Lending rates closer to private sector
competitors' and/or inflation rates are 10w more common.
Adjustable loan interest rates are onliy nov being introduced in
some credit unions,

Savings-secured or "automatic" loans are a typical method used by
many members to meet their short~-term cash needs without drawing
down their savings balances. In some countrieg, these loans are
used by members to withdraw their otherwise 111iquid share accounts.

Portfolio Diversification

Loan portfolio diversification is a major strength of credit unions.
Credit union lcan programs and activities are demand driven. The
members, not the credit union, determine the usage of credit, the
timing of inputs and the production and marketing of their products.
This greatly reduces risk to the credit umion by limiting credit union
involvement to a "credit" risk and dispersing loans over a wide variety
of members and bueginess activities. In contrast, the directed and
planned nature of most agricultural cooperacive projects,
government-sponscred credit schemes and integrated rural development
efforts conrentrates all risk in the hands of the managers of the
organizations and frequently makes them dependent on a gingle crop,
market or business activity.

Competitive Position
Part of the reason for the success of credit unions is thst they occupy
a unique niche in financial markets. They complement and supplement,

rather than compete directly, with the savings and lending activities
of banks, savings and loan associations and government agencies. They
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serve a different clientele with a different range of services, and can
coexist within the same geographic area and market. Credit unions'
natural competitors are moneylenders, shopkeepers and informal credit
societies, but even there the size of the retail credit market permits
all to serve different segments.

The market town location of most rural credit unions also contributes
to thelr relative stabllity and success. The mark.t town location
effectively concentrates the geographical location of the membership
and reduces the account servicing problems of low :ural population
density and dispersed meibership. The market town location facilitates
the occupational diversification of the membership and thus potentially
the credit union's savings and loan portfolios, and the seasonelity of
its cash flows.

Loan Purpoces

As noted above, credit union members determine the purposes of their
loans. There is great diversity in loan purposes between individual
credit unions, national movements and even regions, depending on the
credit needs of the members within their particular economic
environment. Credit unions finance both the demand (consumer) end
supply (investment) sides of the economy, thus doubly stimulating local
economic activity. The movement has traditionally classified its loans
into two broad categories;

Provident loans for housing, education, health, social functions
and other consumer uses. These help build human capitar for
long-term development through educational and health loans. Credit
unions also contribute to improving the qualicy of their members'
lives, particularly through housirg and other consumer loans,

Productive loans for agriculture, land purchase and small business
activities., While most of thesge loans contribute to increasing
family cash incomes, this is not always s0; in some cases
agricultural loans are made for non-commercial farming purposes.
These loans for the production of crops that are consumed on the
farm enable farmers to bilance their cash flows over the crcp cycle
and may contribute to raising the caloric intake and employment of
rural families.

Data on loans granted according to purpcse are available only through a
variety of country etudies and no aggregate statistics exist, even at
the national level. Most individual credit unions do, however, record
their loan-making activities and rsport to thelr annual membership
meetings the volume and number of loans granted, classified by

purpose. Based on a non-scientific sampling of these reports obtained
through country studies, we offer the rough estimates of loan purposes
presented in Table No. 2.
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Table No. 2

Estimated Total Loans Outstanding Classified by Purpose

Purposes Percent Share Total Balance
Housing 25% US$550 million
Health and education 15% 330 million
Social and other consumer 40% 880 million
Agriculture and small business __20% 440 million
Total loans outstanding 100% US$2,200 million

Production Credit Programs

Credit unions have pioneered "production cradit programs" combining
credit and technical assistance with the rural outreach of the
movement. The emphasis on production lending for both agricultural and
non-agricultural activities haz continued up to the present, with
large-scale programs operating in Latin America and smaller pllot
efforts in Africa (particularly Cameroon, Malawi and Lesotho) and the
Caribbean (primarily Jamaica). COLAC, the Latin American Confederation
of Credit Unions, has placed over US$ 53 million in production credit
loans to its member federations since 1972, with retail credits to
individual members averaging siightly under US$ 1,000.

Credit unions have been successful in these programs, but high
leveragirg snd portfslio concentrations during the early years
contributed to some problems in weaker credit unions and federations.

Channeling Internstional Development Credit

Credit unions continue to provide an attractive institutional vehicle
through which international development agencies can channel
development finance. This is due to credic unions' basic financial
self-sufficiency, their membership's socio-economic level, the
movement's institutional experience in making and collecting wholesale
and retail loans and its widespread urban and rural network of
offices. The presence of the largely self-sufficient credit union
network throughout tne developing world means that donor-funded credit
programs can be undertaken without the cost and risk of creating new
institutions.
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Loan Delinquency

Delinquency has been a problem for credit unions, just as it has been
for most financial institutions and even governments in the developing
countries. Ko aggregate delinquency data are available for developing
country credit unions, due in part to different measurement systems and
criteria and in part to the general difficulties of data collection anu
processing in the developing countries. Most credit unions do in fact
periodically prepare delinquency analysis repcrts for their ieadership
and management. WOCCU and confederation studies of these reports at
the country and credit union levels suggest that movement delinquency
rates may be roughly equivalent to commercial bank rates and are
probably far superior to most development banks‘ rates,

Low delinquency, like successful suvings mobilization, appears highly
correlated with management quality, since poor lending policies and
procedures are a major cause of collections problems. It is important
to note as well, that delinquency rites are not equivalent to loan loss
rates. Many delinquent credit uninn loan accounts are "slow pay," not
"no pay." In addition, a significant portion of delinquent balances
are offset by compensating savings balances, particularly the automatic
loans described previousaly,

Credit union study data suggest that the strongest credit unions have
delinquency rates of § percent or less while average credit unions may
have rates up to 10 percent. The below average and problem credit
unions may have delinquency rates ranging up to 20 percent or higher in
extreme cases. Loan loss rates are probably less than half of
delinquency rates in most cases.

Few credit unions write off uncollectible loans, due in part to
concerns about setting precedents. Social pressure is a primary
collection tool, particularly in rural areas, where 1t is believed
that write-offs may he considered "forgiveness." In fact, relatively
few rural credit unicn loans may be legally collectible at reasonable
cost, given their low average size and the informality of security and
documentatlon. To offset this problem, incentive systems for direct,
non-judicial collections by staff, leadership and others are becoming
increasingly common. "Delinquency Committees" made 1p of key members,
leaders, and staff have been formed in many credit unions to monitor
and direct the collections process.

"Insider dealing” (or loans to directors or staff and their family
members and associates) has been, and continues to be, a contributing
factor to delinquency. The lack of adequate regulatory supervision and
external auditing of the movement complicates the problem by inhibiting
the development of appropriate managerial discipline. Loan delinquency
resulting from insider dealing may have been worsened in some cases by
access to external credit funds provided without appropriate controls
and monitoring.

Insurance services
Just as credit unions have been the successful initiators of
Institutionalized savings and credit services to the lower income

segment of financial markets, so have they pioneered the delivery of
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insurance services. Credit unions introduce the concept of insurance
to population groups previously lacking any type >f formal insurance
coverage. Rural and urban credit unions typically offer term life
insurance on savings and loan balances, both to benefit the member and
to protect the credit union against loan losses due to the death or
disability of borrowers.

While insurance coverage has contributed to increased costs at the
credit union level, it has had an important effect in minimizing death-
cr disability-related loan losses and is frequently perceived as an
important marketing tool.

Central Finance Services

Credit union federations, particularly in Latin America, generally
offer wholesale, central finance services to their member credit
unions. These services complement credit union retall services,
contribute to intra-movement resource flows and usually provide net
earnings to the federation to help offset the cost of training,
technical assistance, promotion and other institutional development
services. Subsidized wholesale credit provided by development agenciles
to the Latin American federations and relent by them to credit unions
at near-market rates, provided the ret interest income required to
finance the movement's institutional development programs during its
formative years. In Cameroon, West Africa, a similar approach has been
used successfully, with the difference that the funds were provided by
member credlt unions themselves through below-market share investments
in the federation. Similar capitalization methods have been used by
the Latin American federations.

This section of the paper will briefly discuss the principal types of
central finance services provided by the federations to their member
credit unions. It will draw upon data provided by COLAC to illustrate
key trends and magnitudes; unfortunately, similar data are not yet
available on a consolidated basis for the other WOCCU member
confederations.

Central Liquidity Facilities

Central liquidity facilities (CLFs) are key elements of the credit
union savings mobilization system. Their purpose is to provide central
banking services to credit unions for management of liquid reserves.
The CLF can contribute to reducing the overall liquidity required in
the system by pooling excess funds from individual credit unions and
thereby reducing the total varisnce in movement cash flows. They can
help increase yields to credit unions on their liquid funds by pooling
small deposits into larger blocks of funds for investment in the formal
financial market. The central liquidity facility usually acts as a
lender of last resort for credit unions experiencing liquidity needs.

The CLF is typically capitaiized by voluntary and/or required deposit
and share savings investments. Share investments are based on both
proportlonal and loan capitalization systems. In proportlonal systems,
each member credit union is required to maintain a given percentage of
its own share or cavings funds invested as shares in the central fund,
This percentsge ranges from 5 percent to as high as 25 percent. In

- 19 -



loan capitalization systems, borrowing credit unions only are required
to invest a given percentage, usually 5 percent, of loans received from
tlie federation in its share accounts. Required deposits in CLFs are
based on savings deposits in the credit union and have a role analogous
to reserve requirements in the banking system. In credit union
systems, however, there are no legal requirements and the deposits
generally earn interest. 15 to 20 percent of credit union deposits
typically must be maintained on deposit in the federation's CLF.

The impact of increased savings mobilization at the credit union level
and the development of CLFs by the federations ir. Latin America, is
shown in Chart No. 17. The growth of wholesale savings deposits by
credit unions in their federations has greatly exceeded the growth of
their share savings investments during the 1975 to 985S period.
Deposits grew from US$ 1.6 million to US$ 16.5 million, while shares
Increased from US$ 5.9 million to US$ 12.3 million. By 1985, deposit
savings exceeded share savings by 34.6 percent and were growing rapidly
while share savings growth was scagnant.

The development of CLFs has also had a significant impact on these
federations' asset structure. CLF resources should be maintained in
liquid investments which can readily be converted ts cash to meet
expected and unexpected withdrawals by the member credit unions. They
should generally not Ye invested in loans to member credit unions which
would not be readily convertible into cash in most developing country
financial markets. The major exception to this is for liquidity loans
to credit unions. As can be seen in Chart No. 18, the federations
increased their cash and investments to US$ 14.5 million in response to
their increased deposit liabilities.

A vital collateral function of the CLF is to act as a movement "watch
dog" to monitor credit union safety and soundness. Savings
mobilization without adequate investment policies and managerial skills
can be disastrous for the movement. A single credit union closing due
to insolvency can inhibit movement exransion for years to come.
Working with federation technical assistance personnel, CLF staff need
to monitor movement liquidity levels, liability structure, earnings,
capital and asset quality, and move rapidly to correct problems in
their early stages. Improved approaches to this type of quality
assurance using standard credit union classification systems and
microcomputers are now being developed and implemented.

An important variant to the traditional credit union savings
mobilization and intermediation model functioning in the industrialized
and most developing countries has recently cmerged in South America.
This new approach involves direct federation mobilization of savings
through retail offices, sometimes in direct competition with existing
credit unions, Depending on the coust of these deposits and the level
of credit demand, these funds are either lent to individual businesses
or consumers or invested in the wholesale money markets. These
programs have enjoyed considerable financial success, but the long term
implicetions for the movement are as yet unclear.
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Development Finance Facilities

Development finance facilities (DFFs) provide funds to credit unions
for specific loan purposes (usually productive or income generating
activities) and defined member groups. They are usually funded by
external credits received from international development agencies.
Chart No. 19 shows the recent growth trend of development finance in
the Latin American federations. The volume of losans outstanding has
closely tracked notes payable, the princinci source of funds for these
DFFs. Overall program growth has apparently slowed in current U.S.
dollar terms, although the local currency impact may be substantially
greater., Development finance clearly represents a significant activity
at the federation level, with total loans outstanding of nearly 1UUS$40
million at year-end 1985.

As noted previously, development finance programs have contributed
significantly to the long-run financial self-sufficiency of credit
union federations while at the same time expanding the volume of credit
regsources available at the member level. DFFs have thereby accelerated
the processes of institutional development and vertical integration in
the developing nations in close parallel to the evolution of national
credit union and cooperative banking systems in the industrialized
countries of North America, Europe and Asia.

In some cases, however, development finance support has had somewhat
regative implications. These have resulted from donor constraints on
credit union development activities inherent to the programs, implicit
and explicit incentives to the participating organizations to modify
their activities in order to qualify for funding or, more simply, the
increased volume of the funding itself. Some of the critical areas of
concern include:

Interest rate restrictions which have led to the pricing of credit
services below the rates required to capitalize the institutions.

The availability of "cheap" funds from donor agencles may have
inhibited a willingness to make the hard economic decisions that
are necessary for efficient and effective operations.

The growth of some credit unions, federations and confederations
may have been accelerated beyond their availatle managerial and
other skills.

Excessive leveraging of federation and credit union equity capital
(reserves and undivided earnings) has sometimes led to impairment
of members' invested share capital.

Donor limitations on program activities and beneficiaries has
distorted the natural growth of the credit union system in a few
countries and lead to excessive portfolio concentrations and the
initiation of money-losing, non-financial services.

- 21 -



Foreign assistance to development finance facilities 18 most effective
when individual pProjects are designed and take place in the corn“ext of
a broader strategy of system development. Although international donor
agencies have the right to focus on individual aspects and programs
within the credit union system (such as housing, small enterprise
let1ing, or small-farmer development), Bupport to thess programs should
no'. be implemented in such a way as to distort the effective
functioning of the credit unions as financial institutions nor compete
with the rational development of the system as a whole,

Commercial Credit Facilities

The increase in lcanable resources in the federations, spawned by the
Success of credit union savings mobilization, has recently led to
expanded interest in providing credit at commercial terms to credit
unions, cooperatives and other types of borrowers. This type of
lending differs from development finance in the simultaneous tightening
of creditworthiness criteria on the one nand, and the relaxing of loan
burpose restrictions on the other. The purpose of commercial lending
by federations is, basically, to meet member demand and to increase net
earnings and/or market share. Lcan yields and guarantee requirements
are substantially greater, but so are costs and potential risks. 1In
addltion to making wholesale loans to credit unions which then relend
at retail to individusl members, the federation's commercial credit
facility (CcF) may enter into a direct relationship with the end
borrower. This requires a variety of speclalized mechanisms, including
more stringent borrower analysis, detailed knowledge of the businesses
to be financed and expanded documentacion and collections activities.

Experience to date with CCF activities has not been overly positive,
but the programs are atill in their early, trial and error stagegy.
WOCCU and COLAC, together with a consortium of other cooperative
development organizations (Agricultural Cooperative Development
International, ACDI, and National Cooperative Business Assoclation,
NCBA), are currently working with the credit union federations of
Guatemala and Honduras to implement cooperative movement-wide CCFs
through specialized trust accounts. Tlese lending facilities will
finance development activities Sponsored by a variety of rural
cooperative federations and their affiliates.

Stabilization Facilities

Stabilization facilities (SFs) are currently operating in a tiny
minceity of developing country credit union federations. The purpcse
of a SF 1s to supply additional liquidity to credit unions experiencing
severe iinancial difficulty, in order to prevent their forced closing
and probable loss of savings to members. Normal creditworthiness
criteria generally cannot be met by the credit uuion. Stabilization
investments, loans or grants are made only under strict guidance and
control by the federation over the distressed credit union to assure
its return to safety and soundness and hence recovery of the funds.

SFe are generally funded by annual assessments levied cn member credit

unions. The experience of the facilities in developing countries is
limited. By its very nature, financlal stabilization is a difficul:
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task and long run profitability is depeandent on the strength, size and
number of viable credit unions. WOCCU and COLAC, together with ACDI
and NCBA, are currently assisting the development of SFs in Guatemala
and Honduras.

Insurance Services

Insurance gervices are, perhaps, the most profitable of federation
financial services in the develoring countries. Federations act as
both agents for other ccmpanies and as direct insurers of their member
credit unions. Federations may be among the largest of insurers, at
least in terms of the number of insured persons, in many countries.
They typically manage or underwrite group term life insurance and death
benefit programs covering individual members and act as agents for
credit union directors’' and employees' travel accident coverage,
individual whole Jife policies (in a limited number of countries) and
credit union fidelity bonding. The latter i3 parcicvlarly important as
a partial protection against losses leading to insolvency.

Savings deposit insurance is now emerging as an interest in a number of
developing country movements and one Latin American federation has
established a subsidiary to provide coverage to its top-ranked credit
unions. This type of insurance is seen as an impcortant tool for
savings mobilization and increased competitiveness with the formal
banking sector. WOCCU and COLAC will be evaluating the feasibility of
establishing savings deposit insurance programs in the Guatemalan and
Honduran credit union federations in the near future.

Non-financial Services

The provision of non-financial services has usually been pursued by
federations using external development project finance. These
non-financial business activities have included processing and
marxeting of basic grains, distribution and sale of agricultural
inputs, cotton ginning, wholesale marketing of consumer goods, rice
milling, operating urban bus services, fresh produce marketing and
providing agricultural technical assistance and tractor services.
While comprehensive data are not avallable, our finding to date 1s that
these services have not been particularly successful. In fact, they
may have contributed to a number of near failures of previously
successful credit unions and credit union federations. These
non-financial services have:

Over-extended managerial and institutional capabilities;
Increased and expanded risks;

Tended to increase non-earning assets and reduce liquidity;
Reduced earnings or produced losses.

Most significantly, these programs have diverted credit unions away
from what they do best: develop financial systems.
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Financial Performance

Developing country credit union systems generally operate in a safe and
sound manner, although their levels of performance are, not
surprisingly, below those of the industrialized nations. Using
aggregate data for developing country credit unions (Appendix 6) and
the Latin American federations (Appendix 7), we will show how the
movement has performed during the recent past in a number of key
operating areas. It is, after all, this successful performance which
has enabled the movement to expand and grow.

Capital Adequacy

Credit union capital ccnsiscts of two basic elements: members' invested
share capital and institutional equity capital (reserves and undivided
earnings). Together they probably account for at least 25 percent of
total assets in even the most heavily deposit-oriented developing
country credit unions.

In effect, share capital acts like a non-par value deposit base,
forcing members to perticipate in the credit union's losgses, if any,
but also protecting it against complete insolvency. Share capital may
become impaired, but the credit union is able to continue operating
with minimai interruptions and generaliy without need for extarnal
capital infusions. Since the impairment {e not realized (only a small
bercentage of members withdraw their shares at any given time) the vast
majority of credit unicns possess a substantial buffer to absorb both
realized and unrealized losses,

This situation will, however, change over time as higher yielding
deposit savirgs replace share savings. This will necessitate greater
emphasis on accumulating capital reserves and undivided earnings
(equity capital) to absorb losses and thus avoid impairment of par
value deposit accounts. Credit »mions with high notes payable to asset
ratlos are already in this position,

Credit union capital adeguacy is generally measured through at least
two key ratios: equity capital to assets and reserves to loans. Using
reserves as a proxy variable for equity capital (given the liritations
of our data), Chart No. 20 shows credit union performance for the last
fifteen years. At year-end 1986, reserves to assetg stood at 4.5
percent and reserves to loans at 6.1 percent and bcth ratios appeared
to be rising from low points during the }-evious two years. Given the
current level of ghare capital in mcst credit unions, thig is probably
adequate, However, as deposit liabilities increase, thes: capital
ratios will also need to be increased. This will require increased net
earnings and a widening of interest margins in many credit unions.

Capital at the federation level is substantially higher than it is in
the credit unions. Total capital to assets (including share capital)
stood at 23.3 percent at year-end 1986, while reserves and other
capital accounts represented 8.5 percent of assets and 17.9 rercent of
loans outstanding. Substantial differences in asset structure,
liquidity and concentration between the federations and the credit
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unions, however, suggest that the federations' capital adequacy needs
are substantially higher than for credit unions. The generally high
levels of share capitalization achieved by the federations have been
critically important to their weathering of the Latin American
financial crisis.

Asgset Quality

Asset quality 13 a measure of the value, risk and earning potential of
the credit union or federation's assets. Three useful indicators of
asset quality are the delinquency and loan loss rates and the level of
earning assets in relation to funds bearing cost. As noted previously,
aggregate credit union delinquency and loan loss rates are not
available. However, experience suggests that the former may be In the
range of 10 to 15 percent and the latter 5 percent or less for
developing country credit unions taken as a whole. If this is true,
then the quality of the loan portfolio is probably not a serious
problem for the movement, given the level of reserves (6.8 percent of
loans outstanding) and the quasi-permanent nature of member share
capital. Growth and improvements in management can be expected to
reduce the relative weight and financial impact of delinquency over
time. Nevertheless, reducing loan delinquency i3, and must continue to
be, a key priority of the movement's development strategy at each
system level: WOCCU, the regional confederations, the national
federations and local credit unions.

A trend which credit unions will need to watch is in the area of
investments in earning as opposed to non-earning assets. The share of
non-loan assets in credit unions' total assets has increased
substantially in the last fifteen years, rising frem 16.6 percent in
1972 to 26.4 percent in 1986. While exact dat+ are not available on
the composition of these non-loan assets, thry generally include cash
and investments plus fixed and other non-ear 1ing assets. Since loans
are the principal source of earnings for credit unions, and their sghare
of total assets has declined from 83.4 percent to 73.6 percent, the
movement may bLegin to experience increasing earnings pressures in the
future which will require increased interest spreads.

At the federation level, a similar trend of increasing non-loan assets
and decreasing loans is found. The ratio of earning assets to funds
bearing cost fell from a high of 92 percent in 1979 to 80 percent in
1985. Like credit unions, federations will need to adjust thelir
Investment policies and interest rates to assure continued earnings
during the years to come.

Management

Management is the key factor in credit union and federation financisl
performance. Maintaining and improving the quality of management is
the key institutional development function of the movement. One of the
greatest difficulties encountered by credit unions is attracting,
training and retaining qualified staff and leadership. This problem is
in large part due to the relatively small size and hence limited
earnings potential of most developing country cred’t unions. With
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estimated average total income of around US$18,000 per year, they
simply cannot afford, yet, to pay salaries competitive with formal
financial institutions. However, the mystique and social prominence of
voluntary or paid service in the credit union movement help to offset
these economic dfficulties.

Training and technical assistance provided by the federation are the
principal vehicles for upgrading credit union operations and stezff
capabilities, This process, though slow and expensive for the
federations, has proven successful over the long run.

The largely standardized structure and operations of the credit union
System are powerful tools for developing managerial excellence in the
educationally and economically disadvantaged sectors where the movement
operates. Most credit unions are organized very similarly:

The annual general membership meeting which e¢lects the board of
directors and specialized committees, approves armnual plans and
budgets and votes on by-law amendments and critical issues
affecting the credit union's development;

The board of directors which determines operating policies and
supervises the paid iuanager, 1f there is one, or administers the
credit union itself;

The credit committee which approves loans to members;

The supervisory committee which performs the internal audit;

The education committee which trains new members and borrowers in
their rights and responsibilities and frequently directs membership
promoticn campaigns;

Paid management, 1i¢ any, which operates the credit union on a
day-to-day basis.

Model systems and operating guides for each of these organizational
units are available to most credit unions through their federations.
Standard workshops and training seminars on the role, functions and
responsibilities of the board and each committee are given periodically
by the federations to most member credit unions. Speclalized training
and model systems are provided to managers in the critical areas of
accounting, financiaj} management, loan-making, delinquency control and
collections. The regional confederations provide technical guidance to
federatione in the design and documentation of these and other

systems. For example, ACCOSCA has assisted virtually all of the
African federations to codify their national credit union accounting
and auditing systems through its continental training program,

Earnings
Credit unions are profitable financial intermediaries. This 1is due to

such basic operating efficiencies as: unpaid volunteer leadership (and
sometimes even volunteer Dmanagement), low salaries, "humble" office
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facilities and simple procedures. About 85 to 90 percent of credit
union income is produced by the loan portfolio, other financial
Investments produce about 5 (o 10 percent and the remainder comes from
fees and occasionally mon-financial services. Expenses are comprised
of operating cosgts, interest cost of liability funds (deposit savings
and notes payable) and bad debts. Generally 40 to 60 percent of income
1s consumed by operations, interest costs consume 10 to 20 percent and
the remaining 20 to 50 percent is available for reserves, dividends on
share savings and additions to undivided earnings (accumulated surplus).

Table Ro. 3 presents relatively recent earnings rates for over 400
credit unions in the Caribbean and Latin America, obtained through
regional studies conducted joinrly by WOCGU. COCU evd GOLAN. They are
the most comprekensive data available and shov a good comparison of the
effects of financizl structure on credit union earnings. The table
shows the income, expenses and net earnings ¢f credit unions as percent
rates on their average tctal assets (& spread analysis).

The Caribbean cred . unions are funded almost entirely ty shares,
(about 80 percent of assets), with total liabilities of about 10
percent of assets and equity capital also about 10 percent. Loans
outstanding stood at about 81 percent of assets and cash and
investments at another 10 percent. Infletion rates in the Caribbean
are relatively low and competition in the financial markets is
minimal. The Latin American credit unions, on the other hand, were
confronted with hyper-inflation and relatively competitive financial
markets. Their capital structure showed shares at 33 percent of
assets, liabilities at 60 percent and equity capital at 7 percent,
Loans outstanding represented 70 percent of assets, cash and
investments 6 percent and other assets 24 percent.

Gross interest yields differed markedly, with the Latin American credit
unions experiencing nearly twice the yleld as the Caribbean credit
unions. At the same time, the Latin Americans’ interest costs were
some ten times higher and their net operating cost3 about twice as

high. Operating spreads varied from 3.3 to 4.1 percent and estimated
reserve additions from 1.2 to 1.4 narrent Tha nat onwanada trama 3 1
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Table NHo. 3

Estimated Credit Union Earnings
Percent Rates on Average Total Assets

Latin

Caribhean America
.(1984) —(1980)

Interest yield 8.8 15.5
Interest cost of funds (0.4) —(4.0)

Net interest spread 8.4 11.5
Operating cost (4.6) (10.4)
Non-financial income 0.3 2.2
Net operating cost (4.3) (8.2)

Operating spread 4.1 3.3
Additions to reserves (estimated) _(1.4) _(1.2)
Net spread 2,7 2.1

Earnings at the federation level are substantially different from the
credit unions. Many developing country federations receive external
assistance to support at least a portion of their institutional
development services to member credit unions, particularly in Africa,
Asia and the Caribbean (where development of business operations by
federations has only recently begun). Financial self-sufficiency has
been achieved by most Latin American federations and a number of
federaticns in other regions. Most of these self-sufficient
federations operate at, or close to, the break-even point. Even where
they offer central finance services, net operating expenses consume the
bulk of their interest margins and non-financial income contributes a
significant share of total income. The operating performance of the
Latin American federations is presented in Table No. 4.
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Table Ro. 4

Latin American Federation Earnings
Percent Rates on Average Total Assets

1975 1980
Interest yield 8.9 13.1
Interest cost of funds _(4.2) (7.6)
Nct Interest spread 4,7 5.5
Operating cocst (13.3) (11.0)
Non-financial income _9.1 6,0
Net operating cost 4,2) (5.0)
Operating spread 0.5 0.5
Additions to reserves (estimated) _(0,2) _(0,2)
Net spread 0.3 0.3

Liquidity

Developing country credit unions are inherently highly liquid
intermediaries. This is due to the nature of their asset and capital
accounts. Credit union assets are primarily invested in short-term
loans to members, whereas they are funded by necarly permanent or at
least very long-term share savings. WOCCU estimates of loan turn-over
and annual repayment rates for these credit unionsg are, respectively,
70 percent and 50 percent. This implies an average loan term of two
years or less; in many cases the terms are even snorter. As a result,
credit unions generally have cash loan recoveries which are more than
adequate to meet share withdrawal requirements. In fact, share growth
due to new accounts generally exceeds withdrawals, so that essentially
all loan recocveries can be relent to members.

The expansion of deposit savings and institutional borrowing by credit
unions from their federation central finance facilities has created
greater need for liquidity management skil)e. Savings deposits and
notes payable reduce the effective term of the credit union's funding.
Matching the terms of loans and investments to the terms of the deposit
savings and notes payable becomes necessary to assure that cash inflows
will be sufficient to meet expected cash outflows. Careful term
matching of these asset and liability accounts also minimizes interest
rate risk of credit unions and federations.
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The developwment of central liquidity facilities by the federations has
been a response to the build-up of deposit savings accounts. The CLFs
require member credit unions to track their deporit savings positions
and maintain defined leveis of liquid assets in the federation and
other financial institutions. The declining ratio of loans to savings,
a traditional liquidity measure in *he movement, reflects in part the
implementation of more disciplined 1iquidity management practices.

When credit unions do have liquidity deficit problems, they generally
result from & few basic problems: mis-matching the terms of funds by
source and use; excessive delinquency; savings or share withdrawals due
to lack of confidence or better financial opportunities elsewhere; and,
excessive loan demand. The latter may be caused by too-low loan
interest rates.

Excess liquidity can also be & problem for credit unions. If the
condition 13 due to excessively high interest rates on savings, the
credit union may be tempted to invest in high yielding, long-term or
risky loans and investments in crder to maintain its earnings levels.
This may lead to high delinquency and asset write-downs. Excess funds
may alse be invested in non-financial service activities, frequently
reducing liquidity and earnings in the longer term. Some WOCCU studies
show strong correlations between high non-financial asset positions and
lov solvency indicators.

V. DEVELOPMENT ISSUES

The credit union movement in the developing countries is still in its
formative stage. Credit unions are growing successfully, developing
their operating methods and systems and reaching an ever larger
proportlon of the financial marketplace. Federations in most reglons
are well on the way to achieving technical and financial
self-sufficiency in providing wholesale institutional development and
financial services to their member credit unions. Regional
confederations have ceveloped their own special capabilities to serve
their member federations. In Latin America, COLAC is specialized in
regional financial services. In the Caribbean, the CCCU provides
resource coordination and technical development services. In Africa,
ACCOSCA is implementing a regional training strategy and in Asia, ACCU
concentrates c¢n promotion and orgsnization.

The credit union movement will need to address a number of key issues
affecting its development programs during the coming decades i1f the
system is to continue its successful growth and expansion. Each of
these issues is briefly discussed below.

Improve Quality of Management, Leadership and Membership
The technical and managerial skills of managers and leaders will need
to be constantly upgraded to keep pace with growth, the increasing

complexity of operations and a rapidly changing environment. Salaries
will have to be improved and training efforts enhanced.
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Policies will have to be modernized to guide these ever more complex
operations and enable credit unions to respond flexibly and rapidly to
changing market conditions.

Better planning techniques will be required to guide individual credit
unions, federations and confederations as they reach an cver wider
sector of the population and enter into increased competition with
formal financial intermediaries,

Effective use of new technologies will be necessary if credit union
cost advantages are to be maintained while their size increases.

Increased member education, particularly in the area of personal
financial counseling, will be necessary to assist new entrants to
Institutional financial markets to use credit and savings on»nortunities
effectively.

The technical consolidation of federations will be required if they are
to keep pace with the growth and development of leading credit unions.

Build Adequate Capital

Continued growth of credit union deposit savings will increase the need
for equity capital. The movement will need to develop new operating
standards and disciplines to assure that equirty capital grows in
balance with liabilities. This will include setting minimum
requirements in the areas of: equity capitalization, transfers to
capital reserves and undivided earnings, formation of bad-debt
allowances and limitations on deficit operations.

Products and Pricing

Increased penetration of the financial market will require greater
diversity in proauct of{ferings at both the credit union and federation
levels, Functional cost analysis, break-even analysis and cost
accounting systems will be rcquired to determine appropriate prices for
new products. Increased equity capital requirements will necessitate
wider spreads.

Marketing

Credit unions cannot be all things to all people; improved techniques
will be required to define the markets served by the movement and
identify the financial products that they require and which can be
delivered at competitive prices by the system. Expanded promotional
efforts will be necessary to sell these services.

Preserve Cocperative Ideals
The movement will need to maintain its unique combination of democracy,
social goals and economic efficiency. Leadership, staff and membership

development programs must focus on maintaining the movement's
philosophical tradition and culture. This is indispensable if the
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movement is to retain its cloge identification with and service to
members as primary institutional goals. This service relationship will
continue to be the basic competitive advantage of credit unions even as
they grow beyond the stage of personally knowing all of their members.

Regulation and Supervision

Improvements in beth self-regulation and external regulatory
supervigion are needed to maintain system discipline and prevent abuses
such as insider dealing. The development of savings deposit insurance
and stabilization facilities will help protect members from losses due
to insolvency. Expanded 1inks between the developed and developing
movements at both the governmental and credit union system levels wiil
be required. Experience in credit union regulation and supervision
available from the industrialized nations will need to be adapted and
made available to the developing countries. Governments in developing
countries willi need to specialize in their regulatory functions and
leave promotion and development to the movement.

Access to Central Banking Systems

The rapidly expanding role of credit unions in financial markets
requires that the movement gain access to central banking services.
Access to rediscount and lender of last resort facllities are required
to assure that national credit union systems have sufficient liquidity
Support to withstand financial market crises,

VI. DEVELOPMENT STRATEGY

The development strategy of the International credit union system is to
repeat, duplicate ang reproduce the institutional and financial
development processes walch have made the povement successful for the
last 130 years. These processes have built a rapidly growing,
multi-billion dollar financial sSystem circling the globe which brings
institutionalized financial services to millions of families previously
excluded from the formal financial sector. The importance of this
strategy to development planners, financiers and administrators lies in
the fact that in hany parts of the world, credit unlon development is
the fi-st step in formal financial market development.

The key activity components of the global credit union development
strategy are summarized below:

* Concentrate on the institutional development of existing credit
union organizations at the local, national and regional levels,
Avoid the "top-down" creation of new, externally financed
institutions. Utilize the vast buman resource base of experienced
credit union professionals and the proven technical tools of both
developing and developed movements, to d=2sign and implement
programs tailored to the needs, condition and potential of each
member country. Target external donor resources on building the
technical and financial capabilities of the federations and
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confederations to manage and sustain their own institutional
devclcpment programs,

* Create conditions for the emergence of new credit unions,
federations and confederations, based on the principles of
self-help, local initiative and private capital investment.
Stimulate demand for credit union services at the local level and a
desire to emulate the movement's success at the national and
international levels. Build the movement from the bottom up and
rely on democratlc decision-making to guide the development process.

* Implement integrated organizational and financial development
strategies focussed on:

Institutional strengthening and human resource development at
the member, leader and employee levels withia the movement and
in complementary government regulatory and central banking
systems as well;

Improvement of capitalization, savings mobilization and
financial stabilization mechanisms; and,

Enhancement of asset quality and credit management
capabilities.

VII. THE CREDIT UNION DEVELOPMENT MODEL

The credit union is one of the most widely tested model vehicles for
socio-economic development in the world. The credit union model has
shown itself to be highly adaptable to a variety of legal, cultural and
economic environments and, unlike many approaches, it has been proven
successful during 130 years of operation throughout world.
The foundations of this model are:
Principles and philosophy
The unique nature of credit unions as democratic, politically
independent, member-owned, non-profit cooperative financial
intermediaries specialized in providing low-cost, retaill financiel
services to consumers and producers.

Institutional structure

An integrated national, regional and worldwide credit unisn system
providing:

Financial services;
Technical assistance, development and support services; and,

Self-regulation and quality assurance.
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Market

A strong market position and extensive rural and urban networks
serving persons lacking access to the formal banking and insurance
sectors.

Finance

A self-financing movement, capable of generating adequate capital
resources through savings mobilization and covering financial and
operating costs through earned income.

Building on these foundations, the international credit union movement
has established successful financial systems and democratic
representational structures in over 71 developing countries during the
last 40 years. These national and regional credit union systems
provide vital access to institutional financial services for nearly 8
million families in developing countries around the globe. This
network of some 20,000 individual financial institutions possesses
total assets exceeding US$ 3 billion and growing over the last 15 years
at over 19 percent annually.

Standardized organizational structures and operating systems facilitate
the creation of new credit unions and guide the institutional
development of existing ones.

An increaiing array of savings, loan and insurance products are being
offered tc the membership at prices which produce reasonable net
income. Fasic operating efficiencies of the system maintain relative
competitie advantages for the movement. Financial operations are
being maniged in a safe and sound manner and improved institutional
developmeat and monitoring systems are strengthening the movement's
financia) condition. Specialized approaches are being developed and
implement.ed to resolve problems where they exist.

The World Council of Credit Unions and its member organizations are
continuing to build successful financial systems through expanded
technical assistance, training and resource mobilization efforts using
time-teste! strategies and technigues. The movement in developing
countries is becoming increasingly capable of operating and sustaining
its own instiivutignal development and financial service structures.
The role of credit unions in financial sector development is passing
from the formative, introductory phase into a period of broadening and
enhancing the financial service options available to its current and
potential membership.
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CHART 9
SOURCES OF FUNDS 1972 — 1986

WOCCU MEMBERS — DEVELOPING COUNTRIES
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CHART 10

TOTAL CREDIT UNION FUNDING - 1988
WOCCU MEMBER — DEVELOPING COUNTRIES
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- 45 -



_9f7_

Percent

327%

CHART 11

POPULATICN PENETRATION RATIOS-—-1986

PERCENT SHARE OF WORKING AGE POPULATION
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CHART 12
LOANS TO SAVINGS RATIOS 1972-19886

1102 WOCCU MEMBER — DEVELOPING COUNTRIES

1007, ~
80% -

70% -

60% —

Percent

SC7Z% =

407 -

307 -

207 -

107 -

72 73 74 75 76 77 78 79 80 81 82 83 84 85 86

Year

- 47 -



_817._.

Constant 1975 US Dollars

(Millions)

CHART 153

ESTIMATED DEPOSITS & SHARE SAVINGS
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LATIN AMERICAN CREDIT UNIONS 1975-1980
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Current US$ (Billion)

CHART 15

GROWTH OF LOANS & TOTAL ASSETS 1972-86
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CHART 16

LOAN MARKET SHARE - 1988

7% ) PERCENT OF TOTAL PRIVATE SECTOR CREDIT
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Current US Dollars (Millions)

CHART 17
FEDERATION SAVINGS GROWTH

COLAC—MEMBER FEDERATIONS 1975-85
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CHART 18
FEDERATION CASH AND INVESTMENTS

15 COLAC—MEMBER FEDERATIONS 1975-85
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CIHART 19

FEDERATION DEVELOPMENT FINANCE
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Reserves as % of Loans & Assets

CHART 20
MEASURES OF CAPITAL ADEQUACY

WOCCU MEMBER — DEVELOPING COUNTRIES

+ Reserves to Loans

B Reserves to Assets
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l.

Credit Union Operating Principles



I
| Democratic Structure
Open and Voluntary Membership

Memborship in g creat uman s voiuntary
and open to all atton the Gecemed commaon

VICES

bond of asscaation that can make gae ol
and are willing 1o acs pptthe cortesponding

TeSHONSHILLEG

¥} Democratic Control
Sredil unin memners enjoy equat nghits to

vole (one memper ong vote) and parhopate
in decisions affecting the credit urion wethout rogand
10 the amount of SavinQs A deposits o the voliume: 0!
bBusmess Volng in credit umors support Organizations
Or assocations may be proportional o
representitional i keeping watn domoerghe
prnemles The credit umon s autoramous s thee
tramework of 1w and roguialion. recognizing the
Crenit union 46 a cooperative enternse Seving ana
controlied by its membiers. Crodidt umas elected
oftices are voluntary m nature and incumbents shoula
not receve a satary However credit umons may
remburss logiimate expenses incurred by elected

ofttcials

{ Non-Discrimination
Credt urinns 4re non-dise ninenatony n
rolataon to rac e Babionaiity, sexo rehgaan anc

noltics

Thesa Cradit Umen Qpeiating Panaptos are facnctont
the philasophy of cooperation and s cantral vilugs o
aquality, equity and mutual solf-help Recogning the
vaned prachicas o the grplypmentation of crodih uron
phitosophy around the wori at the heart of thase
prnciples s the concepl of human developmant and the
hratherhood of man expressad through people working
togetnor to achieve a better hfe for thamselves and thar
commuinty

Printed in LIS A
by Union Labor

2]

CREDIT UNION
OPERATING
PRINCIPLES

Service to Members
Service 1o Members

4 Credd dmon services ate direc led toimprove
thes neonomie and ol well-being of alt
mermhers

i Distribution 1o Members
Ta enccuraqe thedtihrongh savinas and thus
1 provide 1oans ind other services, a tar
Coteobinterent sy pakd on savings and deposits, within
the capabibty of e credd union

The sarplus ansing out of the operations of the
credit umion after ensunng appropnate reserve levele
and atter payment of linuted dividends on permanent
cguty capttal whore b exsts helongs to and benaelits
alimembers wth an membes or group of members

tenshting to the dettereent of sthers Thes surplus may
G distnbuted among memberson peoporton 10 thes
HACSHT oG s ibones credit gemn asanterest of
pattanage tedunds o dirested to anproved o
addiinnat serace s reguired by the members

Building Financial Stability

A prime concermn of the credit union s to
buntd the inancial strength including
adequate reserves and nternal controls that will
ensure continued service to moembership

Social Goals

On-Going Education

Credit unions aclively promote the education

of their members, officers. and employees,
along with the public in general, in the economic,
social, democratic and mutual self-help principles of
¢ 2dit unions The promotion of thrift and the wise use
of credi, as well as education on the rights and
responsibiities of members. are essential to the dual
social and econarmic character of credit unions in
serving member neqds

d Cooperation Among Cooperatives

in keeping with their philosophy and the
pooling practices of cooperatives,

credit untons within their capabiiity actively cooperate
with other credit unions, cooperatives and ther
associations at local, national, and mternational levels
n order to best serve the interests of their members
and therr co.nmunmihies

{ Social Responsibility

Continuing the ideals and beliels of
cooperative pioneers, credit unions seek o
bring about human andg social development. Their
vision of social justice extends both to the individual
meambers and 1o the larger community in which they
work and resioe The credit urvon ideal is to extend
service: 1o all who need and can use it Every person
15 either a merrber or a potential member and
appropniately part of the credit union sphere of
nterest and concern Decisions should be taken with
tull regard for the interest of the broader community
within which the credit union and its members reside

OF CREDIT
UNIONS, INC.

Approved 24 August, 1984
by WOCCU Membership Council
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International Credit Union System Chart



World
Council
of
Credit
Unions
(WOCCU)

The International Credit Union System
Regional Confederations

Africn Uongedes

ob Canpwer:

National Federations

Credit

Unions

WOCCLU Totals

Loans
Members Navinpgs! Out~tanding!
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Canadian Co-operative
A Credit Socety Sireanves JIRRIN 3RTR B ST 0ut Niiosta
el
Cannbean Confederation
of Credit Unions

Ceeth

HYL2 4

D TRY! NansT
Latin-American Confederation
o Ug‘(d}[t l\(nmns RN 26827161 RATO L5050
(COLAO
j - |
Credit Unmon Natwonal e L ‘
Association — U8 A a . - 15447 R0 05 SRR AR ENH 0N
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i
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~ . 1w
Free-Standing Leagues N

Great Bonnn
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v
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DAY

[N

Sotrce: World Council of Credit Unions 1986 Statistical Keport

S
<

Notes - Anounts i oenthons of U S dollars, - These foures have beer mounded off

This tabie mncludes data ondy on member mstutems o the Worid Counal o Credat U nions

TOTAL

38,199

63,560.296 S156.5U8.8

$103.340.2




Sistema Internacional de Cooperativas de Ahorro y Crédito

Federaciones Nacionales

Confederaciones Regionales

.

Confederaciaon do As wiaciones

Cooperativas de A
Crédite de Afric
ACCOSC

horra s

Totales del Consejo Mundial

\/
S
hY

Prestamos

Socios

encurso!

Cooperativas

11.307

KRNt 17

~ 3

J N300
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v e Ahorro

6188

1.U26.111
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. . !
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l ~'\-.‘,‘.-~.’71, v v ) 2082 2627161 S50 NI
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v Lredit - — I 15 is SO an BRI TN Sxnasgl
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TOTAL 33199 63.560.266 S156.508.8  $103.3.10.2
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! DEVELOPING COUNTRY REMBERS OF WDCCU SYSTEM
]

!

'MENBER CONFEDERATIONS:

)

! ACCOSCA= Africa Confederation of Cooperative Savings
' and Credit Associations

! #CCU= Asian Confederation of Credit Unions
! CCCU= Caribbean Confederation of Credit Unions
! COLAC= Latin Aeerican Confederation of Credit Unions!
t

)

'COUNTRIES YEAR CREDIT UNION DATA REPORTED STARTING IN:
lecccenae- -—-

'ACCOSCA

1

'Benin 1977

!Botswana 1982

'Burkina Faso 1975

'Caneropon 1972

‘Cote d’ Ivoire 1976

'Ethiopia 1976

'Gaabia 1984

'Ghana 1972

'Kenya 1972

Lesotho 1972

Liberia 1972

'Malami 1973
'Mauritius 1972

'‘Nigeria 1972

'Rwanda 1983

!Seneqal 1972
'Seychelles 1975

'Sierra Leone 1972
'Swaziland 1972

'Tanzania 1972

'Togo 1972

'Uganda 1972

‘laire 1972

‘lasbia 1972

]

',

'ACCY

[]

!Bangl adesh 1982

'Hong Kong 1972

'India 1986
*Indonesia 1972

'Korea 1972

'Malaysia 1980

'Papua New Guinea 1976
'Philippines 1972

'Rep. of China 1972

Sri Lanka 1984

'Thailand 1973

[}

]

'

! Note: Data presented in this report are for
! the developing countries listed below
! for each regiona} confederation. The
! isitial year of eack country’s data

! series is shown, Unless otherwise

H indicated, each country was atfiliated
! to the World Council of Credit Unions
! through the end of 1985,

)

!

!

! COUNTRIES YEAR CREDIT UNIDN DATA REPORTED STARTING IN:
]

;

‘cccu

!

!Bnguilla 19884

'Antiqua 1972

'Bahasas 1983

!Barbados 1972

'Belize 1972

!Bersuda 1975

'Caysan Islands 1982

'Doainica 1972

'6renada 1972

'buyana 1972

amiica 1972

‘Montserrat 1972

'St. Christopher 1972

'St. Lucia 1972

'St. Vincent 1972

'Surinam 1978

Tortola 1984

Trinidad & Tob. 1972

]

,'

'COLAC

[}

‘Argentina 1984

'Bolivia 19712

‘Brazil 1972-1986 except 1983
!Chile 1979

!Colosbia 1972

'Costa Rica 19712

'Doainican Rep. 19712

‘Ecuador 1972

‘E} Salvador 1972

'buatesala 1972

'Hoaduras 1972

'Nexico 1972

'Netherland Ant. 19712

'Micarage: 1972

Panasi 1972

'Paraquay 1972

Peru 1972-198¢

'Uruguay 1977

]
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Population Penetration Pates by Regions and Countries



Percent

POPULATION PENETRATION RATE-AFRICA

X SHARE OF WORKING ACE POPULATION 1986

1"x
10X 7]
9% ’
ox Z Credit Union Membership Penetration
7 - é
6% - /
%
=Y
[/
= YA ? 7
iy
= -UAAA N
.
o 0annnn
ox JANAGVAVAYAVAY O cn cnce
s S fceesresteasircereny
X R R EEFRREEEEREREREREEERE,
RS EEREE N LEEEE R RN
3% 2 2 N ;; 5; E K : @ :; 5; v
v S 2
AFRICAN CONFEDERATION OF COOPERATIVE SAVINGS AND CREDIT ASSOCIATIONS
(m @ o W Iy
COUNTRY NENDERS  POPWATION T POPWLATION  PPULATION  PENETRATION
1986 Mid-1985  OF MORKING  OF WORKING  RATIC
(aillions) ABE RAGE
(aillions)
! Kanya 932,000 20,40 452 9.18 10,151
2 Seychelles 2,635 0.06 so1 9.03 8.781
3 Uganda 364,000 15.50 Sote 1.75 w700
¢ Pesnda 128,226 6.00 9 2.94 .36
5 Lesotho 29,02 1,50 sat 0.78 L
6 Mauritivs 20,951 1.00 631 0.8 333
7 Lideris 12,020 2.20 s 114 149
8 Nigeria 477,818 .70 "o - 48.85 1392
! Lasbia 41,5% .60 191 .0 131
10 Laice 155,511 30.50 sit 15,5 1.001
11 Gasbia 3,56 0.74 S0te 0.37 0.%61
12 botswans W39 1,60 o 0.48 0.901
13 Caseroon 4,560 10.10 sot 5.05 0.821
14 Ghana 1,83 12.70 81 510 0.781
15 Togo 19,335 3.0 sot 1.50 0.491
18 Sierra Leone 12,073 3.70 55t 2,08 0.59
17 Tantania 85,841 .20 sot 11.10 0592
e Salani 13,994 1,00 n Ry 0.431
19 Seazilang 1,222 0.7 504 0.38 0.321
20 Etbiopia 80,437 2,30 sit 2.5 9261
2 Cote ¢'Ivoire 9,145 10.00 ] 5.40 0.182
22 benin 2,984 1.00 I 1.9 0.151
23 Sertina Fasso 3,481 1.80 W 3.43 0.102
2 Seneqal 2,600 5.50 szt 3.38 0.081
foraL 2,608,717 315.26 sn 181.20 1481

Source: World Developaent Kkeport 1987, World Bant.
ecestiaste



Percant

POPULATION PENETRATION RATE-ASIA

X SHARE OF WORKING AGE POPULATION 1986

7%
6% -‘\Qs§
\ Credit Union Membership Penetration
5% \
% -§ Q
N
‘ NN
N
ox & k § \l\ @ m nqirm T v T T
i e b € H 2 3 e e i 2
A N S R R A O T
a b g g h: = = 2 g
c 2 =t - a a
o
ASTAN CONFETERATION OF CREDIT UNIONS
{ {2) (3) (4) (1)/104)
COUNTRY MENBERS  POPU' ATION 1 POPULATION POPULATION PENETRATION
1584 Nid 1983 OF KORKING OF WORKING RATIO
{Nillicas) AGE AGE
{Hillions)
| Papua-New Guinea 114,883 3.5 R} 1.690 6.0781
2 Korea 1,164,254 40.6 641 25.984 4.5581
3 Sri Lanka 162,000 t6.1 621 9.982 1.6231
4 Hong Kong 25,219 3.4 681 3.672 0.6871
5 R.0.C. Taiwan 67,656 19.3 611e 11.773 0.9751
& Indonesia 143,553 162.2 361 90.832 0.14602
7 Halaysia 11,000 15.6 9 9.204 0.1201
8 Thailand 29,733 51.0 91 30.090 0.0991
9 Philippines 22,183 54.7 561 30.632 0.0741
10 Bangladesh 17,8748 100.6 a3 33.318 0.0341
11 India 135,989 765.1 391e 431.409 0.0301
TOTAL 1,916,954 1,234.1 i) 718.786 1,281

Source: World Developaent Report 1987, World Sank.
e=Working force estimate



Percent

POPULATION PENETRATION RATE-CARIBBEAN

X SHARE OF WORKING AGE POPULATION — 1986

100X -
F [
80%
70%
60% Credit Union Membership Penetration
50%
40%
Jox
20%
tox ',/ V
o LAL 4% i}
o -
£ f v PP 22553883 3¢ 24
£Efz g 5862188 EEETEBE
§ 3 5 6 %5 K 2> 2863232t g ¢
£ . = 3 5 h =« a@ @ v
= ,
o
CARIZREAN CONFEDERATION OF CREPIT UNIONS
1) (2) (3) (4 {1114}
COUNTRY NEMBERSHIP  POPULATION I POPULATION  POPULATION PEHETRATION
1986 Mid-1985 OF NORKING OF ¥ORKING RATI1O0
{thousands) AGEe AGE
{Thousands)
I Dosinica 39,218 18 351 43 1Y
2 Jiiica 298,527 2,210 381 1,21 2
3 Trinidad ¢ Tobago 136,817 1,187 411 14 191
§ Grenada 8,373 9% 351 33 181
S Nontserrat 1,060 2 351 7 161
b Caysan [slands 1,566 18 351 10 161
7 Belize 12,459 159 551 87 141
8 St.Cristopher & Nev 2,580 43 351 24 1
9 St. Lucia 1,59 134 351 15 10X
10 St. Vicent 4,504 1y 51 &3 101
11 Barbados 13,076 . 252 551 139 91
12 Bereuda 2,890 19 Sl 43 1
13 Guyana 24,000 806 351 443 3t
14 Bahaeas 4,821 254 551 129 St
13 Antigua t Barbuda 2,194 19 S5t 43 k)4
16 Surinaee 7,650 I3 351 214 41
17 faquilla 835 71 301 4 2
18 Tortola 15 12 551 7 11
T0TAL: 571,244 5,980 551 3,383 15t

¢ Population data and working force estimates for Jamaica and
Trinidad and Tobago froe the World Bank Atlas 1987, World Bant,
Sorking force estiaates for other couatries based oa assusption of 3 551
working force ratio.



POPULATION PENETRATION RATE — LATIN AMERICA

% SHARE OF WORKING AGE POPULATION 1986

13X
12X
TN . . . .
10X Credit Union Membership Penetration
9% ~
8X
7%
- 6X -
s
e 5%
Q
e 4%
3X 4
2% -1
N
. NN
N N NMNENT SN
ox 1 L] ¥ Ll T 1) ' 1 T 1 1 1§ i 1 l° 1 R}
[N -t 9 o <] L] o o ) © L =
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] € w S5 a 9 s s g8 g‘ 5 9 3
£ 8 T 8 T &z e
3 E
5 6
. 2
LATIN ANERICAN CONFEDERATION OF CREDIT UNIONS
{1 (2) M (4) {1)/¢4)
COUNTRY HENBERS POPULATION Y POPULATION POPULATION PENETRATION
1986 Mid-1985 GF KORKING OF WORKING RATIO
{aillions) AGE RGE
(aillions)
{ Ecuador 632,000 9.4 331 3.0 12,691
2 bolivia 342,231 6.4 531 3.4 10,097
3 Netherlaad Aat. 12,945 0.3 361 0.2 7.1
4 Costa Rica 101,318 2.4 91 1.3 6.501
5 Uruguay 118,700 3.0 631 1.9 6.281
S Panasa 44,239 2.2 5861 1.3 3.4
7 Dosinican Rep. 87,000 6.3 531 3.3 2.611
8 buatesals 68,35t 8.0 132 4.2 2.081
9 Honduras 43,000 4.4 01 2.2 1.951
10 Colosbia 366,185 2.4 991 16.8 1.831
11 Argentina 219,000 30.5 601 1e.3 1.521
12 Paraguay 26,368 3.4 511 1.7 1.521
13 Nicaragua 13,293 3.3 502 1.7 0.811
14 Chile 43,800 11.9 631 1.5 0.651
15 Hexico 210,000 76.8 541 42.6 0.491
16 E] Salvador 16,356 5.4 601 3.4 0.491
17 Brazil 257,177 135.5 55 79.9 0.321
TaTAL 2,627,181 340.0 561 194.8 3.591

Source: World Developsent Report 1987, World Bank.
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Savings Market Shares by Regions and Countries



Percent

SAVINGS SHARE-1986—-AFRICA

20x PERCEMT OF QUASI-LIONEY
18X
18X -
17X 1
16X
15X
14X
13X
12X -
11X
10X -
9%
8%
77X -
6X -1
35X -
4X
ax
%] AnE
- W .
S R RRT
: E§§§§’g§§sgsss§s§zs;’-s
2 s sEf5886"§5§3F5,352¢8%¢§°
= EQd s &N 3 Cpsei ez a
S @ Eig @3z @
h a o
Note: Quorl—Uoney data obtalned from HMF Int Stotistics 7/87
CREDIT CREDIT
ACCH5CA - UNION TOTAL UNION
o QUAST-NOKEY SAVINES SAVINGS SHARE OF
{USs Million) (US$ Millien) {US$ Hillion) SAVIKGS
(A) (B) {A)+(B)=(C) (8)/(C)
1 KeARSA (1) 103.4 24,8 126.3 19.361
7 KENra 1,132.8 156.2 1,329.0 14,761
I LIsERIA 53.9 1.0 50,9 11,481
¢ 1a1R: 39.0 4.0 3.0 9.282
S NI5ZRTA 3,299.0 159.8 3,456.8 4,621
& CAZA00N 1,186,9 2.8 1,210.7 1,971
] ETKIOPA n.3 1.3 588.4 L.z
B TAKIAKLA (2) 395.5 10,6 508.1 1,781
9 SEYCHELLES 40.0 0.7 40.5 .641
10 2M3lA () 105.9 1.6 107,35 1.461
11 LESOTHO 90.4 1.0 91.3 L1
12 GHANA 154.9 1.6 136.4 1.041
13 1060 234.9 1.5 236.4 0,442
14 6ARBIA 14,7 0.1 1.8 0.481
1S SIERRA LEONE 12.2 .0 12,2 0.402
16 RARLTIUS 494.5 1.1 496.3 0,361
17 WRKINA FRSO 89.1 0.3 89.5 0. 361
16 aaLaiy 132.3 0.5 137.8 0.331
19 BOTSHANA 197.9 0.3 198.2 0. 141
20 COTE B*IVOIRE 1,014.7 1.1 1,015.8 0. 101
21 UBhADA 15.4 0.1 15,3 o.101
22 sualiLan 9.5 .0 9.4 0.041
23 SEXEBAL 3305 0.1 330.4 0,031
24 BEXIN 9.9 .0 94.0 0.022
T01AL: 10,170.8 48,3 10,619.1 .22
RITES:
(&)Source: International Financial Statistics, INF, {. Data {roa Aug. 1784,
Vol. IL, Mo. 7; July 1987. Line 35. 2, Data froa 2nd quarter 1983,
Gussi-Money: Cosprises the tise, sivings 3. Data fros Hov, {90b,

and foreign currency deposits of residents
of & country.



Parcent

SAVINGS MARKET SHARE—-1986—ASIA

PERCENT OF QUASI-MONEY

7=
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Note: Quasi~Money data obtoinad from IUF Int Statistica 7/87
CREDIT CREDIT
UNIOR TaTAL UNION
Actu QUAST-NONEY SAVINGS SAVIKSS SHARE OF
it (USs$ Nillion) (US$ Million} (U3$ Hillion) SAYINGS
(&} (B (A} ¢ (B)=(C) (B)/(C)
| PAPUA KEW BUINEA (2) ° 690.9 45.7 736.6 6,201
2 KOREA, KEP, OF 29,050.4 1,084.8 30,135.1 J.601
3 SRI LANKA 1,098.4 3.6 1,101.9 0.321
§ PHILIPPINES 4,571.8 7.6 4,579.5 0.171
5 INDIA 67,980.5 5.2 67,985.7 0.011
& INDONES1A (1} i2,314.0 6.4 12,380.4 0.051
7 THAILAND (J) 21,303.0 3.9 21,306.9 0.021
8 BANGLADESH 2,488.1 0.7 2,684.8 0.021
9 MALAYSIA 15,282.0 1.4 15,283.4 0.011
HONG KONG n.a. 8.4 n.i.
k.0.C. TAlwaH n.a. 61.3 n.i,
TOTAL: 155,039.1 1,159.2 156,198.3 0.741
(A)Source: International Financial Statistics, IMF, NOTES:

Val. IL, No. 7; July 1987, line 35.

Quasi-Noney: Comprises the tice, savings
and foreign currency deposits of the residents

of a country,

1. Data froa end of 2nd quarter 1986.
2. Data froa end of 3rd quarter 1935,

3. Data froa Wov. 1986,
n.2.= not available
n.i.= not included in total



Percent

SAVINGS MARKET SHARE-1986—-CARIBBEAN

PERCENT OF QUASI—MONEY

22%
20% -
18X
16X -
14X
12X
10X

&x -

6X -

4% -

0x

erver O
oot N
oot
St. \ﬁncent-N

Dormiinlca

Trinidad & T-&\\\\\\\\S
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Bellze -®

St. Lueia -

CREDIT CREDIT
UNION TOTAL UNION
cecy QUASS-NOHEY SAVINGS SAVINGS SHARE OF
tHees (uSs Hillioa) {US$ Mitlion} {US$ Nillion} SAVINGS
(A) (8} (A)+(B)=(C) (8)/(C)
{ DOMINICA 40.8 10,9 51.8 2111
2 TRINIDAD & TNBAGO 2,999.1 233.7 2,832.8 8,251
3 JARAICA 829.8 8.9 898.8 1.671
{ BARBADOS 391.5 4.4 421.9 5.
5 GRENADA 58.4 3o 81.5 3.101
& ST, VINCENT 40.7 N 83.1 3.811
7 BELIIE 84.0 2.5 86,9 LM
8 BAHANAS 538.3 8.3 544,46 1.331
9 6UYAKA 363.4 5.6 37,0 1.5
10 ANTISUA (1) 107.7 1.4 109.1 §.261
11 SURINAN (2) 378.6 4.3 3g2.8 1120
12 ST, LUCIA 118.5 0.7 117.2 0.412
ANGUILLA u.d, 0.001 n.i.
BERNUDA n.a, 2.1 i
CAYMAN ISLANDS a.d. 3.9 ..
NOK TSERRAT a.1. 0.1 n.i.
ST. CHRISTOPHER n.a, 0.7 n.i,
TORTOLA a.d. 0.02 n.i.
TOTAL: 5,356.9 344.2 5,923.1 5,161
MOTES:

(A)Source: International Fimancial Statistics, INF,
Vol, XL, No. 7; July 1987, Line 33.
Quasi-fioney: Cosprises the tise, savings
and foreign currency deposits of the residents

of a country.

1, Fiqures are for Antiqua & Darbuda

2. Data are froa Oct. 1986,
n.a.= not available
n.i.= not included in total

A\
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SAVINGS MARKET SHARE—-1986—LATIN AMERICA
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Note: Qunsl—loney doto eblalned from U7 Int SteUatice 7/87
CREDIT CREVIT
UNION T0TAL UNION
coLat QUAST-nONEY SAVINGS SAVINGS SHARE OF
tteed (US$ Mitlion} (USs Nillion) (US$ Hillion) SAVINGS
(a) [[:] (h)+{8)=(C} (B}/(C)
1 £CUR00R (6) $98.8 181.8 780.6 23,291
2 PARAGURY M) 21.5 155.1 5.901
3 KINIURAS 548.4 33.3 581.7 3,731
¢ COSTR RICA 843.7 43,0 888.4 4.851
5 CCAINICAR KEPUBLIC (1) 7041 J2.0 136.1 4.351
& KZTR. INTILLES 435.3 12.8 440.1 2.741
7 COLOA3IA (S} 2,549.8 83.3 2,633.1 2,401
8 PANARA () 1,645.4 35.8 1,881.4 2,131
9 EL SALVADOR 829.4 16.4 ] 045.9 1.941
10 GUATEMLA 904.7 9.0 915.7 ¢.981
1) RAEENTINA (1) 1,543.4 18,0 9,61%.4 0.172
12 N{CARAEUA (1) 423.2 2.8 426.0 0.451
13 URUSUAY 2,194.3 5.0 2,199.2 0,23
14 CHILE (4 3,543.3 8.2 3,549.5 0.181
IS RRALIL () 7,248.1 14.4 9,262.5 0.161
16 AZ11C0 16,779.6 19.7 16,799.4 0.121
17 &0LIVIA () 370.1 0.4 3.3 0.101
107aL: 51,546.2 513.3 $2,121.6 1101
{&)Source: Interastiona! Fisascial Statistics, II¥, MOTES:
Vol. IL, Mo, 7; July 1987, Lise 33. . Data froa Nov, 1986,
Quisi-foney: Couprises the tiee, savings 2. Dats froe end of Jrd quarter 1984,
and foreiga currency deposits of the resideats 3. Data froe year-ead 1985,
of a2 country. 4. Data froa 2nd quarter 1985,

3. Data froa 2nd quirter 1986.
b, Data froa year-ead 1984,
1. Data {roe year-end 198},



5.

Loan Market Shares by Regions and Countries
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LOAN MARKET SHARE - 1986 — AFRICA

PERCENT OF TOTAL PRIVATE SECTOR CREDIV
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Nets: Privats Sec, Crodk sbisined rem BY it Slelislics 7/87
CLAINS OX CREDIT TOTAL CREDIT
ACCOSCA PRIVATE UNION CREDIT UNION
Hereee SECTOR LOANS SHARE OF
(US$ Millionl {USs Rillion) (U5 Million) LOAK KARKET
(R) (1] (A} ¢ (B)s(C) [ 1XR14}
| KENYA 1,417,0 178,400 1,580.6 11,1021
2 LIBERIA 3.1 5.381 80.5 4,485
3 RuANDA 1) 177.4 {1,498 188.9 8,0871
4 ETHIOP]A 180.7 11.487 192.2 s.e701
S TANTANIA (2) m.? 9,657 31,9 41841
4 SEYCHELLES 4.7 0.51¢ 15.2 Y. 4081
7 LESOTHO 4.4 0.810 2.2 1.7181
B NIGER]A 5,032.% 13,007 3,105.0 1.4301
9 JAnBIA (3) 131.4 1.040 132.5 . 0.7851
10 SHAXA 203.9 1.280 201.2 0.4181
11 CANEROON 3,055.6 17.709 3,073.4 0.5781
12 RAURITIUS 3318.2 1.68% 338.9 0.4951
13 1060 0.1 1.231 1.3 0,4541
14 MALA] 1.0 - 0. 340 121.6 0,4441
13 IMIRE 151.4 0.442 152.2 0.4221
16 SIERRA LEONE 12.0 0.04¢ 12.1 0.4031
17 BOTSwANA 1n.1 0.112 118.3 0.0%51
18 gandla W1 0.010 2.1 0.0371
19 INGAXDA 216.1 0.007 24,1 0.0211
10 SWRIIL At 15.1 0,014 15.1 0.0i%1
21 COTE 0' IVOIRE 5,731 0.402 3,21%.7 0.0161
12 MRCINR FASD N3 0.010 291.3 0.0031
73 MEMIu 304.7 0.006 4.7 0.0021
4 SENEGAL 1,159.9 0.007 1,159, 0.0011
TITAL: 16,907.4 iy 17,221.% 1.821
(A) Source: Interaational Finsacial Statistics, I, NOTES:

Yol. I(, Mo. 7; duly 1981, line 324.

1. Bats {froe Aug. 1986,
2. Data froe 2nd quarter (983,
3. Data fros Nov, 1984,



LOAN MARKET SHARE-1986—-ASIA

PERCENT OF TOTAL PRIVATE SECTOR CREDIT
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Note: Private Sec Credit obtelned from IUF intl Statlatics 7/87
CLAINS ON CREDIT TOTAL CREDIT
PRIVATE UKICON CREDIT UKICON
ACCu SECTOR LOANS SHAJE OF
te (Uss Million) (US$ Million) (USs Killion) LOAN MARKET
() {B) (A)+(B)={C) {B) /(L)
{ PAPUA KEW GUIKEA (D) 56,2 49.3 704.5 6.861
2 XORER, REP. OF 54,164.2 892.9 55,057.0 1.621
3 SRI LAKKA 1,513.2 1.7 1,522.9 0.511
4 PHILIPPIKES 4,344,9 8.2 4,3533.1 0.192
5 INDIA 58,416.8 39.8 58,636.6 0,071
& INDOWESIA (1) 17,530.5 4.8 17,537.3 0.041
7 THAILAKD {3} 18,759.9 4.4 18,764.3 0.021
B8 BANSLADESH 2,702.7 0.6 2,703.2 0.02%
9 BRLAYSIA 19,498.4 1.2 19,499.6 0.011
HOKE KONG n.a. 4.1 a.i,
R.0.C. TAINAN n.a. 62.7 n.i.
TOTAL: 177,988.8 1,005.8 178,998.4 0.581
(A) Source: International Financial Statistics, INF, MOTES:
Vol. IL, Wo. 7; July 198, line 32d. 1. Data fros end of 2nd quarter 1986.

2. Data from end of 3rd quarter {986.
3. Data fros Hov. 1984.

n.3.= aot aviilable

n.i.= not included in total
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Hote: Privatle Sec Credit oblolned Irom MIF inU Stolislice 7/87
CLAINS ON CREDIT T0TAL CREDIT
PRIVATE UNTON CREDIT UNION
cccy SECTOR LOARS SHARE OF
e (US$ Million} (USs Million) (U3¢ Hillioa) LOAR MARKET
(R) () (R} +(2)-(C) {RH/(C)
1 DONINICA 3.9 13.9 5.0 30,131
2 JARAICA ST 84,3 538.4 10,081
5 TRINIDAD & TORASO 2,411.0 221,17 2,092.7 B.231
¢ ST. LUCIA 101.% [ 108.8 6,371
& ST, VINCENT 40.1 2.4 42.5 3.481
& GRENAODA 56.3 dod 59.7 5,631
1 BARBADOS 22,5 0.2 48,7 5.411
8§ GUYARA 133.0 4.7 152.7 .91
9 BELIIE 399 1.7 81,6 2,761
10 DAHAMAS 1.1 8.2 685.3 1.201
11 ANTI6UR (1) 109.4 1.2 110.4 1.071
12 SURINAR 12) (1e.? 4.0 23.7 0.942
ANGUTLLA (R N3, A,
BERMUDA R, 1.6 ni.
CAYMAN [SLANDS n.3. 47 ai,
MOHTSERRAT 8.2, 0.1 a.i.
ST. CHRISTOPHER a.l. 0.4 n.i.
TORTOLA 8.4, 0.02 a.i.
T101AL: 5,116.8 356.5 5,473.4 $.511
(8} Source: Interaational Financial Statistics, I, L} {2
Vol. IL, No, 7; July 1987, line 32d. 1. Data for Antiqua & Rerbuda

2. Data are {ron Oct, 1986,
0,3.% Not available
n.i.= Mot included in tota)

“\k
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LOAN MARKET SHARE-1986-LATIN AMERICA

PERCENT OF TCUTAL PRNVATE SECTOR CREDIT
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Neote: Privete Sec Cract oblolned as it * &F LU Stelletics 7/87
CLATNS ON (REOIT TOTAL CREDIT
PRIVATE UNIONS CREDIT UNTONS
CALAC SECTOR LDANS SHARE OF
corhpabrrsnaret {USS Nitlion) {US$ Xillion) (US$ Xillion) LOAN NARKET
(R) () (B)+(C} {8)/40)
1 PARABUAY "o 20.8 3.8 .16
2 ECUADOR (&) 3,004.4 172,0 31784 5.421
3 COSTA RICA 482, 6 30.4 nio 4,201
4 DOMINICAX REPUBLIC 8311 . 3.2 864.3 3611
5 HONDURAS 807.6 3.1 928.7 3,351
b NETH, ANTILLES 435.7 13.2 448.8 2,931
7 EL SALVADOR 995.2 19.1 1,045.3 1,801
B PANANA {5) 2,632,5 39.6 2,692.1 1.4
9 COLOMBIA (5) 4,414,7 83,1 4,479.8 1,452
10 GUATENALA . 2.6 9.0 921.6 0,981
11 MEXICO 9,688.1 20.7 9,708,9 0.211
12 URUEDAY 2,295.9 4.3 2,300.2 0.191
13 RICARABUA (7) 1,738.3 3.2 1,741,4 0.182
14 ARBENTINA (1) 12,991.5 2.7 13,014,2 0.171
15 CHILE (4) 8,381.7 5.8 9,587.5 0.071
16 BRAZIL (3) 23,089.0 15.1 23,504.1 _ 0,081
17 BOLIVIA (2) . 6.6 0.2 316.8 0,061
TOTAL: T4,647.4 303.3 15,150.9 XY}
SOURCE: -
International Financial Statistics NOTES:
Vol. IL, Mo, 7i July 1987, line 32d. 1. Data from Nov, 1986,

2. Data froa end of Jrd quarter 1984,
3. Data froa year-end 1985,

‘4, Data from 2nd quarter 1905.

5. Data froa 2nd quarter 1988,

4, Data froa year-end 1984,

7. Data fron year-end 1983,



6.

Aggregate Developing Country Credit Union‘ Data and Analysis

I



WOCCU AGGREGATE STATISTICS FOR DEVELOPING COUNTRY CREDIT UNIONS

Monetary Amounts in Millions of Current U.S. Dollars

Total
Ro. of Total . Uses of Funds —_Sources of Funds
Credit Members Total Total Other Total Total Other

Year Unions (Millions) Assets [Loans  Assers Savings Reserves Funds

1972 11,116 1.981 $253 $211 $ 42 $218 $ 12 $ 23
1973 10,089 2.010 277 223 54 227 11 39
1974 11,257 2.322 314 260 54 252 12 50
1975 11,569 2.664 387 317 70 325 16 46
1976 14,948 3.707 496 394 102 390 26 80
1977 16,264 4,192 630 486 144 506 62 62
1978 17,009 4.712 855 = 612 243 674 78 103
1979 17,005 5.076 1,109 870 239 882 79 148
1980 15,484 4.957 1,254 976 278 990 84 180
1981 16,998 5.476 1,520 1,203 317 1,230 90 205
1982 16,477 5.577 1,910 1,443 467 1,552 04 264
1983 16,510 6.232 1,885 1,420 465 1,552 88 245
1984 18,248 7.751 2,261 1,635 626 1,822 77 362
1985 18,295 6.601 2,450 1,753 697 1,984 84 382
1986 13,943 7.764 3,016 2,219 797 2,635 135 246

Compound Annual Growth Rates
1972-86

4.3% 10.2% 19.4% 18.3%  23.4% 19.5% 18.9% 18.4%

Source: World Council of Credit Unions Annual Statistical Reports



FINANCIAL ANALYSIS OF DEVELOPING COUNTRY CREDIT ULNION DATA

Liguidity Asset Structure Capital Structure Savings Mobilization Capita} Adequacy Average Credit Unicn Size

Loans to Percent of Assets Percent of Assets :::mgs Annual Increase Reserves Number of Total
Year Savings Loans Qther Savings Reserves Qther Member Amount Percent to Loans Members Assets
1972 91.8% 83.4 16.6 86.2 4.7 9.1 $110 NA NA 5.7% 178 $22,760
1973 98.2 80.5 19.5 81.9 4.0 14,1 113 $3 2.7 4.9 199 27,455
1974 103.2 82.8 17.2 80.3 3.8 15.9 109 (4) -3.5 4.6 206 27,894
1975 97.5 81.9 18.1 84.0 4.1 1.9 142 13 11.9 5.0 230 33,451
1976 101.0 79.4 20.6 78.6 5.2 16.: 105 (17) -13.9 6.6 248 33,182
1977 96.0 7.0 22.9 80.3 3.8 9.8 121 16 15.2 12.8 258 38,736
1978 90.8 71.6 28.4 78.8 a1 12.0 143 22 18.2 12.7 277 50,258
1979 98.6 72.4 21.6 79.5 7.1 13.3 174 3 21.7 9.1 299 65,216
1980 98.6 77.8 22.2 78.9 6.7 14.4 200 26 14.9 8.6 320 80,987
1981 97.8 7. 20.9 80.5 5.9 13.2 225 25 12.5 7.5 322 89,422
1992 93.0 75.5 24.5 81.3 4.9 13.8 278 53 23.6 6.5 338 115,919
1983 91.5 75.3 24.7 82.3 4.7 13.0 249 (29) -10.4 6.2 377 114,173
1984 89.7 72.3 27.7 80.6 3.4 16.0 235 (14) -5.6 4.7 425 123,904
1985 88.4 71.6 28.4 81.0 3.4 15.6 30 66 28.1 4.8 361 133,916
1986 84.2 73.6 26.4 87.4 4.5 8.2 339 38 12.6 6.1 389 151,231
Source: World Council of Credit Unions Annual Statistical Reports



7.

Aggregate Latin American Federation Data and Analysis



LATIN AMERICAN CREDIT UNION FEDERATION DATA

Monetary Amounts in Thousands of Current U.S. Dollars

FEDERATION DATA

redi i Assets Liabilities Cap- tal
Number of Cash &
Credit Total Total Loans Invest- Other Savings Notes Res. &

Year Unignsg Assels Assets _ Qutstdg. ments Assets Total __ Deposits Payable  Other Total Shares Other
974 $199,687

1975 1,975 236,112 $25,032 $15,635 32,539 $6,858 $17,514  $1,601  $14,750 41,163 $7.,517 5,908 1,609
1976 1,938 274,543 28,450 17,769 4,059 6,622 20,532 1,693 17,03% 1,804 7,917 6,256 1,661
1977 2,138 296,852 35,825 23,197 4,539 8,089 27,024 1,760 23,56 1,700 8,801 6,463 2,338
1978 2,068 387,000 45,166 30,476 5,618 9,072 34,362 1,870 30,439 2,053 16,804 7,799 3,005
1979 1,997 494,000 54,481 37,627 5,791 11,063 40,852 2,134 35,758 2,960 13,629 9,301 4,328
1980 2,415 633,978 67,20 43,826 7,72% 15,640 50,044 3,725 43,109 3,210 17,157 NA NA
1981 2,469 666,097 82,068 49,280 5,989 26,799 56,658 5,919 44,478 6,261 25,410 13,395 12,015
1982 2,394 430,147 80,757 45,837 8,115 26,805 61,632 10,67 43,589 7,372 19,125 12,084 7,041
1983 2,377 573,180 88,993 43,223 7,789 37,981 68,646 14,215 44,462 9,969 20,347 12,215 8,132
1384 2,115 551,215 82,816 46,413 7,847 28,556 65,105 15,314 43,302 6,489 17,711 12,093 5,618
1985 1,717 571,085 82,873 39,320 14,462 29,091 63,583 16,506 38,476 8,601 19,290 12,264 7,026

Compound Annual Growth Rates
1975-85
1.4% 9.2% 12.7% 9.7% 19.0% 15.5% 13.8% 26.3% 10.1% 22.2% 9.9% 7.6% 15.9%
\
Source: COLAC and WOCCU studies 1975-80. COLAC annual reports 1981-85.

1D



FINANCIAL ANALYSIS OF LATIN AMERICAN CREDIT UNION FEDERATION DATA

Asset Structure Capital Structure
Capital Asset
Percent of Assets _ Percent of Assets Adequacy ___ Quality
Other Total Earn. Assets
Cash & Other Notes Liabili- Liabili~ Total Reserves to
Year Investments Loans Assets Savings __ Pavable ties ties —Capital  Shares Reserves to Loans Cost. Funds
1974
1975 10.1% 62.5% 27.4% 6.4% 58.9% 4.6% 70.0% 30.0% 23.6% 6.4% 10.3% 81.6%
1976 14.3% 62.5% 23.3% 6.0% 59.9% 6.3% 72.2% 27.8% 22.0% 5.8% 9.3% 87.4%
1977 12.7% 64.8% 22.6% 4.9% 65.3% 4.7% 75.4% 24.6% 18.0% 6.5% 10.1% 87.3%
1978 12.4% 67.5% 20.1% 4.1% 67.4% 4.5% 76.1% 23.9% 17.3% 6.7% 9.9% 90.0%
1979 10.6% 69.1% 20.3% 3.9% 65.6% 5.4% 75.0% 25.0% 17.1% 7.9% 11.5% 92.0%
1980 11.5% 65.2% 23.3% 5.5% 64.1% 4.8% 74.5% 25.5% NA NA NA NA
1981 7.3% 60.0% 32.7% 7.2% 54.2% 7.6% 69.0% 31.0% 16.3% 14.6% 24.4% 86.6%
1682 10.0% 56.8% 33.2% 13.2% 54.0% 9.1% 76.3% 23.7% 15.0% 8.7% 15.4% 81.3%
1983 8.8% 48.6% 42.7% 16.0% to.ox 1.2% 77.1% 22.9% 13.7% 9.1% 18.8% 72.0%
1984 9.5% 56.0% 34.5% 18.5% 52.3% 7.8% 78.6% 21.4% 14.6% 6.8% 12.1% 76.7%
1985 17.5% 47.4% 35.1% 19.9% 46.4% 10.4% 76.7% 23.3% 14.8% 8.5% 17.9% 80.0%
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