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OPERATIONAL PROGRAM GRANT (OPG) AMENDMENT

I. SUMMARY AND BACKGROUND

Summary:

Project Title and Number: Lesotho Credit Union League

Development Project No. 632 - 0214.

Cost: Project Amendment Total $702,945. This is comprised

of:

AID: $397,000

LCCUL/GOL: $207,420

WOCCU/CUNA: $38,500

Other: $60,025

Original Project was for $895,621. This consisted of

support as follows:

AID: $595,412

LCCUL/GOL: $218,285

Other:' $81,924

LOP Amendment: Two years from date of PACD of original

project, as amended, or January 31, 1986.

Te rms:

Background:

Operational Program Grant (OPG) to WOCCU/CUNA.

Lesotho's first credit unions were e~t~blished in 1961. By

1968 rapid expansion of local credit unions led to the formation

of the Lesotho Cooperative Credit Union League (LCCUL)1 to

provide support services to affiliates as well as to promote and

expand the credit union movement throughout the country.

1Throughout this paper, the term "LCCUL" Clnd "League" are

used to refer to the national headquarters level while the terms

"credit unions" refer to the organizations at the local level.
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In an effort to assist the LCCUL. to increase its technical

capability, increase membership savings and p~oductive loans,

and move closer towards self-sufficiency, AID provided

assistance to LCCUL through an OPG with the World Council of
Credit Unions/Credit Union National Association (WOeeU/CUNA).

The three year grant totaling $595,412 was author~zed in June

·1980 an~ became operational in September 1980 with the arrival

of the technical assistance advisor. The grant provided funds

for technical assistance, LCCUL budgetary support and office

commodities.

The most recent evaluation of the project which took place

in August-September, 1983 found that the basic project

objectives were satisfactorily achieved. Despite significant

progress, however, the evaluation noted that "institutional

development requires long-term commitments. Although the
foundation has been laid, continued efforts are required befora ___

LCCUL will be fully operational in terms of the application of
sound business practices and financial self-sufficiency". The

evaluation" recommended continued support for credit union
devel 0 p me nt' bee a use "wi t h d rawa 1 0 f sup p 0 r t rna y sac r i fie e pre sen t

development efforts".

Areas noted in the evaluation where LCCUL and member unions
require continued assistance" include:

- The development and implementation of less restrictive

lending policies;
LCCUL and member credit union collt~tion efforts must be
s t re ng the ne d ;

- The need to improve LCCUL and member credit unions'

ability to do analysis of credit worthiness and the

capacity to repay; and,

Training at the credit union level in management, book
keeping, and loan appraisals should continue.

In addition to the recommendatinn for continu~d support for

credit union development from the evaluation report, a just
completed AID-funded assessment of agricultural credit in

Lesotho concluded that the credit unions are the most like]y
sou r ceo f rap i d 1 y a v ail a b 1 e "a nd rea sona b 1 e cap ita 1 t 0 S md 11

farmers, and thus are an important vehicle through which
(

agricultural credit can be mad0 available to small farmers. The
study was un~ertaken as ~ pre-implementaion step to ascer[~in

t 11 C a v .q i 1 a b i 1 i t Y 0 f u [; ric ill t u r;t 1 c r f~ d i t £ or the r; I i 0"' 1 far m,:: 1~ ;-, )

the dcmsnd f(~r: eredit an:1 posf;:Lbll"~ sourc,-~:~ of sLlc:l~ cj:edit,
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The availability of productive credit to small farmers is a key

element to the success of a new project which USAID is

developing in collaboration with the Ministry of Agriculture to

stimulate agricultural production. It is anticipated that the

Lesotho Agricultural Production and Institutional Support

Project (LAPIS), 632-0221, planned for funding in. FY85, will

enable Lesotho to move from its present semi-commercial,

low-income agriculture system to one that is commercial,

labor-intensive and. resource conserving.

The proposed amendment is designed to provide needed

support to further strengthen the credit unions which have

developed into viable financial institutions providing readily

available savings and credit facilities in the rural areas.

Moreover, with continued technical assistance and training

emphasizing credit assessment, analyses of credit worthiness,

appropriate collection efforts and proper record keeping, the ," ._

credit unions are expected to playa decisive role in increasing

small farmer agricultural production by providing access to

production credit on a sound basis.

II. Problem Identification

Both the Government of Lesotho and the USAID strategy for

the development of the agricultural sector stress an overall

goal of increasing rural income and employment primarily through

improvement of small farmer production. ~he extension of the

credit union development project is cons~::,';"ent with and supports

this strategy by serving as acondui.t wher~by the farmer will

have access to the credit necessary to promote and increase

agricultural production in Lesotho.

III. Project Purpose and Description

A. Goal and Purpose

During the period of this extension the goal of the

original .project remains the same; with respect to the project

purpose, only the emphasis has shifted from support primarily to

the League to support primarily to the member credit unions.
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The goal of the original project was to make savings)

credit and related cooperative services available to an

increasing number of families in Lesotho. The project purpose

was to improve and expand the institutional capacity of LCCUL to

provide more effective services to its unions. Having basically

met this objective) development strategy calls f~r focus on

correcting institutional deficiencies at the credit union member

level and to expand their capabilities to enable them to provide

a locally available and reasonable resources to the small farmer

for agriculture credit.

The extension of the project emphasizes human resources

development through on-the-job training and short courses;

technology transfer and institution building.

B. Project Outputs

This two year OPG extension will redirect LCCUL credit

union development efforts into a carefully managed strategy

designed to strengthen those credit unions which have

demonstrated interest and which show capability and a potential

to serve as appropriate ve~icles to provide small farmer credit.

App1icati~n of the project inputs are expected to produce

the following principal outputs:

Approximately 30 credit unions performing bookkeeping)

reporting) savings and credit ma~rfement and loan

collections at a~ aiceptab1e level of performance. 2

A selected group of credit union m~mbers trained in

production) market.ing, farm management and other tasks

related to agricultural production activities;

Adequate levels of management specifically directed to

the examination of weaknesses pointed out in the last

evaluation and the achievement of related

recommendations;

Seventy-five trained credit union board members capable

of carrying out organizational direction and policy

making responsibilities;

Seven trained LCCUL field staff and one field services

manager able to assist) through training an~ teehnical

assistance) credit union development;

Special loan analysis, control and collection procedures

for LCCUL central finance program;



Comprehensive plan to generate substantial increases in

credit union movement fund resources to be realized from

expansion of its membership, from mine worker savings

and other sources;

And LCCUL financial self-sufficiency will have reached

aproximately 36%.

Realization of these outputs will ensure not only the

institutional strengthening of LCCUL and credit unions through

training programs and development of appropriate policies and

s t rat e g i e s, but wi 11 a 1 so r e suI tin a c red i tunion s y s t em a b Ie t 0

meet the productive credit needs of small agricultural producers

in Lesotho. By the end of the project, well-functioning credit

unions will be operating in many districts of the country, with

the ability to respond to the productive activities of their

me mb e r s • The s e 1 0 cal ins tit uti 0 n s will be aid e d by a na t i 0 na 1

body, containing a motivated and trained staff able to assist

credit unions meet the more complex requirements of production

credit. An improved mechanism for channeling external credit

through the League to member credit unions will be in place thus

providing additional resources for on-lending. Finally, a

growt~ program will have been implemented that will lead to

substantial increases in the capital resources available to the

move me nt •

The Government of Lesotho strongly supports a larger role

for the credit union movement. The GOL vIews credit unions as

an important vehicle for channeling agri~l~tural credit to the

rural areas and as playing a facilitating ~ole in the

implementaiton of various agricultural activities. As a

tangible indication of interest, the Ministry of Cooperatives

and Rural Development will undertake credit union training

programs, and conduct audits in collaboration with the League.

C. Inputs

lriputs critical to the strengthening of the LCCUL and

credit unions in the rural areas will be provided from a number
of sources during this two year extension, including the

Government of Lesotho, H'orld Council of Credit Unions, Afri.can

Cooperative Savings and Credit Association, the German AGency

for Technical Assistance as well as USAID.

-5-
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The AID contribution of $397,000 will be used specifically

to provide one full-time advisor for two years; training both

in-country and overseas, budget support for LCCUL staff, other

LCCUL support costs such as office expenses and staff travel and

a limited amount of commodities including ox-drawn and small

tractor farm machinery to be used for demonstration purposes and

several items of office equipment.

Other donors including the GOL will contribute $182,255 and

LCCUL &124,700 which when added to the AID contribution will

bring the total cost of the proposed amendment to approximately

$702,945.

(See Annex C for detailed description)

Planned AID-Financed Activities "'-
The total cost of the proposed amendment is approximately

$703,155. Of this amount AID will contribute $397,000 (56%) and

LCCUL $124,700 (30%). The AID funds will be used as recapped

below. 3 Other donors including the GOL will contribute

$182,2,55 (14%).

Technical Assistance

Budgetary Support for

Personnel Costs - LCCUL

Training (In-country/

overseas)

Commodi tie s

Support Costs - LCCUL

- Office Expenses

- Staff Travel

TOTAL AID CONTRIBUTION:

1984/85

$ 91,924

5~,158

17,380
20,900

5,610
12,880

$198,852

1985/86

$108,963

,~4 ,073

;:5,372

5,760
13,980

$198,1b.8

Total

$200,887

94,231

42,752
20,900

11,370
26,860

$397,000

The Grantee may not exceed the total amount of the budget.

Adjustments among the line items are unrestricted.

3* Detailed budget provided in Annex D.
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D. Beneficiaries

Credit union membership in Lesotho is 98% rural; most are

far me r s, art i sans, s ma 11 t r a d e r sand r u r a 1 tea c her s . At 1 e a s t

65% are women, a result in part of South African mine employment

opportunities for males.

Income of credit union members is estimated to be well

below the national average, a result of the limited income

generating activities in rural areas. Income" from agricultural

production is generally.low, due to the high risks involved,

absence of cash crops, and the low level of adoption of

appropriate technology, resulting in low yields.

The fact that most credit union members are women has had a

significant effect on the evolution of the Lesotho credit union

movement. Most policy-making positions on the Boards of

Directors at both the credit union and League levels are

occupied by women. Women also predominate as credit union

bookkeepers. The Mohair Spinning project, operated in

conjunction with CARE, is comprised entirely of women. The

League's small farmer production credit program has adapted its

technology package to meet the requirements of women farmers.

As a result of this ext~nsion, it is expected that the

number of beneficiaries will increase by Ipproximately 3,000
members. While this is a modest estimate it must be remembered

that considerable emphasis will be placea ~n improving existing

ere d i tunions rat her t han 0 n e x pans ion. l' ~l i S "toT 0 u 1dinf use the

movement with additional capital resourcen to meet the expanded

demand for credit arising from the introduction of the

production activities under the new agriculture project, LAPIS.

E. LCCUL and Credit Union Self-Sufficiency

One of the indicators of success of this project will be an

increased demand by agricultural producers for credit facilities

through the credit unions. As a result of this demand, it will

b~ essential that additional capital be mobilized by LCCUL for

onward lending to credit unions. It is through this process

that both the LCCUL and credit unions can make progress in

reaching self-sufficiency. Increased income from its oD0ard

lending program to credit unions is particularly essential if
LCCUL is to reach its goal of self-sufficiency.

C(]PV
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To augment the internal capital generating sources, the

movement is examining possible external sources. It has been

able to secure a concessiona1 loan from UNCEDF for $100,000 for

production credit purposes. Assuming LCCUL can maintain its

credit worthiness, other development agencies could be

encouraged to provide loan capital as credit demand arises.

The USAID planned agricultural project, LAPIS, envisions

pro~ision of seed capital to meit expanding credit demand

arising from other activities under the project. Given the

already established funding mechanism through the League's

central finance program, it is planned that USAID funds would be

channeled through the League, rather than be provided directly

to the credit unions. (For additional detail see Annex E).

F. Training

The project advisor will continue to train LCCUL field

staff, management, committees and the Board. Training envisaged

will consist mainly of short courses; moreover, training

provided during this extension will primarily be provided to the

credit unions' managers, clerks, boards, committees and members. '

Much of the training at the village and credit union level will

carried out by LCCUL staff, with assistance from other GaL

ministries and organizations such as IEMS, MCRD, and LDTC.

_Training for implementation of the production credit packages

for testing in selected credit unions wil~ be supported by

technical inputs from the Farming Systems Research Project (FSR)

the German Agency for Technical Assistanc~ (GTZ) and the WOCCU.

Training conducted under this extensi)n will be limited in

subject matter and designed to contribute Jirectly to improving

performance necessary to project objectives. Special attention

will be focused on training designed to correct those weaknesses

detailed in the final project evaluation and to implement

related recommendations. See Annex F.

G. End of Project Status (See Annex G for additional detail.)

By the end of project there will approximately 60 credit

unions in operation with a total membership of approximately

29,000. Member savings will have increased fron approximately

Ml,300,000 to Ml,780,OOO. Total loans by members will h~~e

i 11 ere a sed fro 111 a p pro x i n~a tel y 9 8 0 , 6 7 It t (j 1, 3 0 0 , 0 0 0 . 0 .f t 1: e s P-

loa ns) 6 3 % 'v i 11 b e for d i. r e c t a ~ ric. ul t u r a 1 pro d 11 C t 1. 0 n

activities. LCCUL will have rno~cd frem ~8% to 36%
s elf -- s u f fie i e nc y •



H. Monitoring and Evaluation

Project Monitoring will be carried out by the World Council

of Credit Unions, with the collaboration of the Ministry of

Cooperatives and Rural Development, LCCUL and USAID. The waccu

monitoring approach is based on assessing the actual.
achievements against objectives stated in the project design, as

further specified in the annual.and quarterly work plans

prepared by LCCUL and the Management Advisor. World Council in

the U.s. will review the regular progress reports each quarter,

identify problems or issues, and if necessary, prepare

recommendations for their resolution. These reports will also

be available to the other principle project participants for

their review and comment. Instances implying desirable changes

in project design or implementation will only be undertaken upon

consultation with the principle participants.

waccu will also monitor the use of USAID funds. All

project and USAID expenditures in Lesotho will be verified by

the Management Advisor, and will further be checked by the waccu

accounting division in Madison, Wisconsin. Disallowable

expenses will be returned for further clarification; lacking

same, they will be rejected. The excellent record compiled in

more than 20 years of collaboration with USAID would indicate

that u.s. Government funds will be properly used and accounted
for.

The current project was evaluated a~ ~he scheduled end of

the project, July 31, 1983. An interim evaluation was conducted

in January 1982. It is proposed that this extension be

evaluated after one year, and upon completion in January 1986.

-9-
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IMPLEMENTATION PLAN

Month Ac tion

Responsible

Organization/

I nd i vidual

LCCUL

LCCUL/AID

LCCUL

LCCUL/AID Advisor

LCCUL

LCCUL

LCCUL

LCCUL

LCCUL

LCCUL

LCCUL

LCCUL

Exte rnal

CUNA/LCCUL

LCCUL/Advisor

LCCUL

LCCUL

LCCUL

LCCUL

Advisor

LCCUL/AID Advisor

......-

Advisor

LCCUL

LCCUL

LCCUL

LCCUL
LCCUL/AID

Grant Agreement Extension Signed*

Annual Work Plan Completed.

New Loan Procedures Revised

Credit Union Training Materials Completed

Commodities Ordered

Campaign for External Fund Started

First LCCUL Staff Training

Orientation for Cooperating MOA/MCRD Staff

First Credit Union Leadership /Training

Program

Participants Selected for External Training

First Production Loan Granted

Marketing Arrangements Organized
Second LCCUL Staff Training

Second Credit Union Leadership Training

Program

Second Production Loan Granted

Participants Leave for External Training

Third Credit Union Leadership Training
Program

Mid-Term Evaluation

Third LCCUL Staff Training Program

Fourth Credit Union Leadership Training
Program

Third Production Loan Granted

Fourth LCCUL Staff Training Program

Fifth Credit Union Leadership Training
Fourth Production Loan Granted

Fifth LCCUL Leadership Training Program
F1 na lEva I u a t ion

D-3

D
D-l

D-4

D-5

D-6

D-8

D-9

D-12

D-13

D-14

D-2

D-15

D-17

D-18

D-20

D-22
D-24

*January 1983
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Full Titles (1-6)

1. Lesotho Cooperative Credit Union League (LCCUL)
2. World Council of Credit Unions (WOCCU)

3. African Cooperative Savings and Credit Association

4. Ministry of Agriculture (MOA)
5. Ministry of Cooperatives and Rural Development (MCRD)
6. The German Agency for Technical Assistance (GTZ)
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Annex A

Project Outputs:

Application of the project inputs are expected to produce the

following outputs.

Approximately 30 credit unions performing bookkeeping,

reporting, savings and credit management) loan collection and

other functions specified in Annex B at an adequate level.

A selected numbe r of the se (approxi mate1 y 15) c red it u,ni 0 ns,

in addition to meeting the standards above, performing loan

appraisal, loan con~ro1, monitoring loan performance,

production program supporting activities and providing

adequate levels of credit~ as specified in Annex B.

LCCUL staff and committees constan~ly applying the standard

po1ici.es and operational procedures, such as loan policies

and collection procedures, fina?cial management, supervision

and other functions as detailed in Annex B.

A selected group of credit union members trained in

production, marketing, group action procedures, farm

management, records management, equipment operation and care,

credit union principles and procedures and other tasks,

related to production credit activities.

Adequate levels of management specifically directed to the

elimination of weaknesses pointed out in the last evaluation

and the achievement of related recommendations.

Seventy-five trained credit union board members capable of

carrying out organizational direction and policy-making

responsibilities, including those related to a production

credit program. (5 board members each from 15 credit

u ni ons . )
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In-kind credit procedures to facilitate provision of input

supplies, and marketing and collection established in

selected credit unions.

Seven trained LCCUL field staff and one field services

manager able to assist, through training and technical

assistance, credit union development including implementation

of those credit unions which support special small farmer

production programs.

Special loan analysis, control and collection procedures of

LCCUL central finance program, adequate to meet requirements

of production cre~it activities program.

-.'.. ......-
Decrease in the percentage o~ delinquent credit union loans

to 24% or less.

Less restrictive loan policies will be in effect in a limited

number of credit unions.

\

Co mp r e hen s i v e pIa n tog e nera t e sub s tant i ali ncr e a s e sin

credit union movement fund from expansion of its membership

mine worker savings, production activities program and from

external sources.

LCCUL financial self-sufficiency will have reached 36%.



Annex B

LCCUL Policies and Procedures and Credit Union Performance Standard

A. By the end of the two year extension, LCCUL will have applied the
policies and procedures detailed in the documents listed below.

By-laws
Loan policies, procedures, and appraisals
Financial Management Guidelines
Accrued accounting system
Loan and interest collection guidelines in the loan
policies
Loan monitoring and reporting system
Off ice ma na g e me n t
Personnel and vehicle policies
Work scheduling
PIa nni ng
Training systems
Staff Supervision and Performance Appraisal
Credit Union Promotion
Breakeven Procedures
Loan Performance History

B. Additional, LCCUL will employ a system to obtain discounted
loans from an appex sour~e Jnc1uding:

Appraisal of credit union performance
Verification procedures
Monitoring procedures
Reporting procedures
Security requirements
Approval processes

c. LCCUL field staff shall have implemented and trained credit
union officials, committees and employees to adequately operate
the processes contained in the following documents.

Credit Union By-laws.
Loan policies, procedures
Bookkeeping, cash management, reporting
Loan control, monitoring and reporting
Filing
Loan and interest collection
Loan appraisal

Credit unions shall apply the policies, procedures and standards
of performance detailed in the documents outlined above to achieve
the performance levels stated in following section.
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C. Performance Standards for Credit Unions

Annex B

Half of the credit unions in Lesotho will have achieved the following

level of performance by January 31, 1986 PACD.

1. Keep up to date records apd reports including vouchers,

journals, ledgers, passbooks, monthly financial reports,

insurance claims and coverage reports, daily cash

reconciliation.

2. Maintain up to date model loan monitoring and reporting

system.

3. Maintain a filing system equal to or better than the model.

4 • Co nd u c t 0 f f ice h 0 u r s not 1 e ssthan t h r e e full 8 h 0 u r day s,. ~.--..

week, with the number of days increased for larger six

credit unions.

5. Collect interest due on loans, in full.

6. Have implemented loan policies and procedures equal to or

better than the 'Model' "Loan Policies for Credit Unions".

7. Collect in person, loans past due.

8. Pay LCCUL dues, capitalization, interest and loans due on

time.

9. Have a paid clerk or manager performing the tasks in the job
descriptions at an adequate level.

10. Have a Board of Directors which will meet monthly to:

set growth and performance objectives)

suggest methods for achieving these objectives,

monitor performance,

evaluate and take corrective action,

carry out all duties specified in the by-laws.

11. Credit Committees shall meet as frequently as required (not

less than monthly) to:

evaluate loan requests as per the model loan policies and
procedures,

review credit union loan performance,

collect problem loans.
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12. Education Committee shall make at least one membership

d r i v e annu a 11 y (P' u b 1 i c / me mb era c t i vi t y) •

13. Supervisory committee shall arrange for one of its members

to check transactions and reconcile the cash with the

monthly report before signing the report, and shall report

its findings to the AGM and the Board.

14. Elected officers will carry out their duties and

responsibilities as specified in the by-laws.

...-,.
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Annex C

Project Inputs

To achieve the stated project objectives, LCCUL and the credit

unions' performance levels will have to be improved in order to

implement the planned production credit activities.

To this end, the following inputs will be supplied:

USAID

Budget support for LCCUL to fund local salaries, operating

costs, commodities and LCCUL and credit union equipment and

related training.
" .. '-'" '.'-:.' '!'? .. -:' _-" - .. "':, •.•, ; ~ •• - .•-'.~::'-'~:."-'" •••••• '.

U.S.te~h~icalO~s~istancet~ assist LCCUL in the definition

and implementation of all critical operational proced~res

related to special production programs and other LCCUL/credit

union development, training and operation.~~.._r..E;qJ.tir~.ments.-.
Ti-aI nfng-" of t CCUL'-~';;d- ~~-~~ciit-'-~~ ~-i- ~'n"-'~ ~a f f a ~d co mmi t tee s wh i c h

will res u 1 tin ad e qua t e perfor ma nee 0 fer e d i t u ni 0 nand Lee~
operational policies and procedures.

LCCUL

Arrange/assist the training fo~ farmer members in the test

program in production methods, farm records and management,

marketing, group action and equipment use.

Limited loan funds set aside for the "test" production

program.

Personnel sufficiently qualified and motivated in each of th';

positions specified in the project document.

Training of LCCUL field staff by senior LCCUL personnel.

Office s?ace and vehicles adequate to support the project.

Field staff to provide training, technical assistance and

auditing services to credit unions.

'·10 CCU

6 person months monitoring and administrative backstopping in

the u.s. including

- one field support person,

- one contract accountant,

- one information research specialist,
- one chief financial officer.

2 person month short-term technical assistance consultancies.

\ person month on~site monitoring at mid-term.

Training Dateri~ls/informationcompiled by waceu.
Assistance in equipment and commodities procurement.
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MCRD

24 months furnished housing for resident management advisor.

16 credit union audits.

2 League audits.

6 training programs annually for credit union clerks,

managers, Boards committees or members.

1 training program for League field staff in auditing and

bookkeeping.

~IOA

Field assistance by area extension agents to insure proper

a p p 1 i cat ion 0 fer e d it, teeh n i c a linfor ma t ion a nd pro v 1'd e

solutions to production and marketing problems as required.

MOA/MCRD

Input, supply and marketing adequate to support the small

production activities (Co-op Lesotho and others).

ACOSCA
,"

, ..-..,

Training programs or systems development courses for at least
two LCCUL staff annually.

Financial and/or adcinistrative support for the credit union

risk management program.

Credit Unions

Office space for credit union functions and training

activities.

Staff, committees and elected officers sufficiently committed

to performing the functions required to implement credit
union activities.

Credit union loan funds to support special production program
requi reme nt s.



GTZ
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German Technical Assistance to assist LCCUL and member

credit unions in production related programs.

Training of LCCUL and credit union staff to strengthen

management capabilities.

Provision of certain commodities including ox-drawn

equipment which will be based at credit unions for rental

to members.

Limited budgeting support to LCCUL and credit unions .

.-,-



Annex D

Ta b 1 e 1

Page 1

U.S.A~I.D. OPERATIONAL PROGRAM GRANT

Projected Budget

A. Technical Assistance

1. Personnel
Direct Salaries

Fringe (27.5% of n.s.)

2 • Allowa nc e
Education

Post Differential

Settling in Allowance

Guard Service
Storage of Effects

3. International Travel

R & R (2~ full-fares to

Rome and return)

Relocation end of project

End of project evaluation

4. Local Travel

5. Overhead (63% of direct

salaries)

6. Consultants (285.71 per day

x 21 days end of project
evaluation)

7. Other Direct

Utilities
Telex
Phone

Office Supplier
Temporary Services

Total Technical Assistance

Year One

$35,450

9,571

600

3,545
5,000

3,000
500

6,000

1,600

22,333

960

1,000
1,000

600
756

Year Two

37,222

10,050

1,000

3,722

3,300

14,569
3,000

1,730

23,450

6,000

1,100

1,100
1,120

600
1,000

$108,963

Total

72,672

19,621

1,600

7 ,267

5,000

6,300
500

6,000

14,569
3,000

3,330

45,783

6,000

2,060

2,100
2,120

1,200
1,765

$200,887



2. Staff Travel

Vehicle Insurance

Vehicle Maintenance

Petrol

Motor Hileage
Per Diem

Public Transport

Total Travel

3. Office Expenses

Phones

Postage

Office equipment maintenance

Machine service agreement

Bank Charges

Utilities

Temporary Services
Total Other Direct

$1,120
1,860
3,000

500
3,800
2,600

$12,880

$1,250
1,860
3,000

500
4,370
3,000

$13,980

$890
620
250
900

100
2,000
1,000

$5,760

$2,370
3,720
6,000
1,000
8,170
5,600

$26,860

$1,580
1,190

500
1,800

200
l~ ,000
2,000

$11,370
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U.S.A.I.D. OPERATIONAL PROGRAM GRANT
Projected Budget

Table 1
Page 3

Year One
C. Training

$
1. Short Term U.S. - LCCUL

- 1 USAID Course annually
2. Short Term In-country LCCUL

- Board (12 Members 1,008
7 days x 12.00 per day)

- Credit Committee (5
trainees x 7 day x 12.00 840
per day annually)

- Staff (12 staff x 28 days 4,032
x 12.00 per day annually)

Sub-Total LCCUL Training 5,880

Year Two

$
9,000

840

4,032

13,872

Total

$
9,000

1,008

1,680

8,064

19,752

3. Short Term In-country
Credit Union/Member
- Board Members
- Credit Committees
- Agric Committees
- Clerks/Managers
- Members/Farmers

Sub-Total Credit Union
Trai ni ng

4. Training Materials

TOTAL Training

D. Commodities

2,000
2,000
2,000
2,000
2,000

10,000

1,500

$17,380

2,000
2,000
2,000
2,000
2,000

10,000

1,500

$25,372

4,000
4,000
4,000
4,000
4,000

20,000

3,000

$42,752

1. 5 "Ariana" ox-drawn tool $5,900
bar including planter; plow,
harrow, cultivator, and
ridger

$5,900

2. 5 Backpack sprayers

3. 2 ox carts

4. Tractor Equipment
1 self-helper tractor
1 plough
1 harrow
1 cultivator
1 planter
1 cart

TOTAL Commodities

GRAND TOTAL - USAID
OPERATIONAL PROGRAM GRANT

1,000

1,000

13,000

$198,852 $1.98,148

1,000

1,000

13 ,000.

$20,900

BESfA



LCCUL CONTRIBUTIONS

(in U.S. dollars)

Annex D

Table 2

LCCUL: Office space for project

advisor

Year One

$ 2,400

Year Two

$ 2,400

Total

$ 4,800

Cred i t Uni 0 n s : CIa s s roo ms

Space or Training

LCCUL Cash Income

Total LCCUL Contribution

8,000

45,200

$55,600

8,000 16,000

58,700 103,900

$69,100 $12~,700

GOVERNMENT OF LESOTHO CONTRIBUTION

(in U.S. dollars)

MCRD: 4 credit union training $20,160 $20,160 $40,320
programs annually x 30
members x 14 days x 12.00
per day x 4 courses

1 League audit annually 4,000 4,000 8,000

Housing for the ma na g e me n t 7,200 7,20Q 14,400
advisor for 24 months

MOA: Extension and Training $3,000 $4,000 $7,000
assistance to credit union

me mb e r s / far me r s

LDTC: Subsidized training for 3,000 3,000 6,000
League staff and materials

development

TOTAL GOL $41,360 $41,360 $82,720

TOTAL LCCUL CONTRIBUTIONS $96,960 $110,460 $207,420
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Annex D
Ta b 1 e 3

PROJECTED OTHER DONOR CONTRIBUTIONS in $U.S.

WOCCD

Monitoring/administration
in U.S.

1 Technical Consultancy
annually

1 on-site monitoring
Materials/information
Procurement assistance

Sub-Total

ACOSCA. 2 training program
annually for LCCUL staff
member

CRS: Support for 30 credit
union clerks or managers

GTZ: Budget support to 2
staff positions, travel
a nd t r a i ni ng

Sub-Total

Total Contributions
Other Donors

Year One

$

7,500

8,000

500
500

16,500

5,5000

15,000

10,016

'46,516

Year Two

$

7,500

8,000

6,000
500

22,000

5,000

10,000

15,009

30,009

52,009

Total

$

15,000

16,000

6,000
1,000

50.0

38,500

10,000

~5,OOO

25,025

60,025

98,525



LCCUL OPERATING BUDGET in $U.5:

Annex D
Table 4
Pag e 1

A. Salaries 1 /

Year One Year Two Total



Table 4
Page 2

LCCUL OPERATING BUDGET in $U.S.

Training - Credit Union

1. Boards
2. Credit Committee
3. Agric Committees
4. Clerks/Managers
5. Farmers Members

Sub-Total
TOTAL Traveling costs

C. Local Travel

I nsu ra nce
(3,4 wheel vehicles &
4 motor cycles)

Mai nt e na nce
Petrol
Motor mi~eage

Per Diem
Public Transport
Depreciation
Sub-Total

Other Direct
Phones
Postage
Equipment Maintenance
Service agreements
Bank charges
Utilities

Year One

$3,000
3,000
3,000
2,000
3,000

14,000

$1,120

1,860
6,000

500
3,800
2,800
2,500

$18,580

800
620
250
900
100

2,000

Year Two

$2,500
3,000
3,000
2,500
5,000

16,000
$31,852

$1,250

1,860
5,000

500
4,370
3,200
2,500

$18,680

1,000
680
300
900
100

3,000

Total

$5,500
6,000
6,000
4,500
8,000

30,000
$52,272

$2,370

3,720
11,000

1,000
8,170
6,000
5,000

$37,260

1,800
1,300

550
1,800

200
5,000

.-

Stock
ACOSCA Dues
Bondi ng
C.D. House maintenance

insurance
Training material
Office Supplies
Sub-Total

1,000 1,000
1,000 1,200 2,200

600 600 1,200
900 1,000 1,900
560 560 1,120

2,000 2,000 4,000
_6_0_0 1~,._O_O_O l~, 600

10,330 13,340 23,670

D. Finance/Investment
(Interest payable on C.U.
savings/fixed deposits and
capitalization)

TOTAL LCCUL

$12,250 $15,400 $27,650

$304,138



Table 4
Page 3

LCCUL INCOHE TABLE in $ U.S.

Year 1 Year 2 Total----
LOAN INVESTMENTS

Savings/Time Deposits $14,600 $20,800 $35,400
Credit Union Loans 7,000 9,500 16,500
Credit Union House Rent 12,000 14,000 26,000

Total LOANS/INVESTMENTS 33,600 44,300 77,900

SERVICE INCOME

Auditi ng Fees 1,000 1,600 2,600
Stationery/Supply Sale s 1,500 1,500 3 ,00,0
Insurance Commissions 600 800 1,400
Other Services 1,500 1,500 3,000

4,600 5,400 10,000 "',-DUES 7,000 9,000 16,000

TOTAL INCOME 45,200 58,700 103,900



Annex E

LEAGUE AND CREDIT UNION PLAN FOR ACHIEVING SELF-SUFFICIENCY

A. Financing of Production Activities

The LCCUL has developed a reasonably effective loan system for

the provision of credit to the member credit unions. This credit

which is provided for productive and mostly agricultural purposes is

loaned directly to individual members by the credit union. LCCUL

loan policy and procedures such as applications, appraisals) and

evaluation of credit union performance and capacity are adequate

However, limited capital is available to the LCCUL for relending to

meet the increased demand anticipated for production actitivities.

During this extension, the League will work to refine its loan

appraisal and performance analysis procedures and implement already

designed stronger collection measures. But these internal efficiency

measures are not effective to generate the amount of capital nee·ded.

Therefore, the League will also explore sources of outside loan

capital for future use.

.....-
B. Sources of Loan Capital

Possibl~ sources of credit f'or LCCUL on-lending to member credit

unions are listed here in the ord~r of pr6bability based on

discussions with these sources. ' ,

1 • Lesotho Agriculture Development Bank

Recent discussions with LADB have indicated a favorable

response. The bank could serve as a central lender to the LCCUL to

meet viable credit demand for agricultural purposes. The bank has

invited the LCCUL to make a proposal outlining the terms, procedures

and conditions for their consideration. A positive response by the

bank is expected; however) interest rates must be favorable.

2. Surplus Nember Savings

The procedures for the mobilizations and reinvestment of member

savings into production activities in the selected credit unions are

detailed in subsection C "Reinvestment of Surplus Member Funds",

3. LAPIS p,- diction Credit Activities

USAID's LAP} project will support a ~roduction credit

activities fund Lo be used as seed money to support small farm

agricultural production. This fund would permit a group of producers

to initiate a new venture requiring start-up capital- Such ventures

would be based on tested research and technology packages, and would

h~'\ve already determi.ned the nature and magni.tude of the demand for

sue h pro C; u c t s) a s we 11 a s the ma r k e ting c han II e 1 s .
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4. Mine Worker Remittances

Another source of internal capital sources, and one that will be

extensively explored during the next two years is that of the savings

of Basotho mineworkers in South Africa. Under existing agreement,

60% of the mineworker wages are remitted to Lesotho and kept on

deposit in the Lesotho Bank until his return. The remaining 40% is

made available to the mineworker to be used at his discretion. While

some of this 40% is spent in South Africa, a sizeable portion is

deposited.in commercial accounts in the RSA or remitted to family
members in Lesotho through the Employment Bureau for Africa (TEBA).

During 1982, approximately M50 million was remitted in this manner.

There appears to be some i~terest in having these savings

deposited in the credit union serving his community. In that manner,

the mineworker ~ould be assured his earnings are being saved in an

institution expressly established to benefit his community. Not <>..nlr.-..

would he have the benefit of the savings accumulated, but he and/or
his family could make ready use of the credit facility.

5. Lesotho Bank

Funds exist that could be used for agricultural lending,

however, the bank does not employ an agricultural loan officer.
Lesotho Bank has stated that it would consider on-lending funds

through th~ LCCtiL provided the bank was satisfied that the credit
union and farmers' management capabilities were adequate. Bank funds

are adequate to sU~~Grt a substantial agricultural undertaking if
these conditions can be met. Discounting, however, is not likely,

adding to the produc~ion cost of the borrower.

c. Reinvestment of Movement Savings

During the first three years of the project, increased LCCUL

performance in accounting and money management has created a feeling

of confidence among credit union members about deposits with LCCUL

and has resulted in a moveme.nt of member savings from the credit

unions to the League. It is important to note also that as a rule,

from 20 to 40 percent of credit union depositors do not borrow from

the credit unions. Therefore, the savings of these investors can be

made available to the League for onward lending to agricultural

producers. This project will strengthen the credit system which

makes available surplus member savings to member producers.



union performance to a level adequate to

of surplus funds. Requirements which must be

for a loan are specified in the LCCUL loan
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The LCCUL reinvestment of member savings will be carried out as

follow s:

improve credit

permit lendi ng

met to qualify

policies.

improve credit union performance analysis skills of LCCUL

s~aff and credit committee and apply qualifying criteria on a
u ni f 0 rOm bas is.

verfication of investment plans at the credit union level.
delivery of required training to individual borrowers prior

to the loan.

application of LCCUL and the credit union loan policies and

procedures through training and on-the-job assistance.

offer passbook and fixed deposits to credit unions with
. .-so..

surplus savings for durations consistent with potential loan

requirement.

provide loans to credit un~ons which qualify from the surplus

fund, for durations and amounts consistent with the amounts

and duration of the deposits andno~mal.withdrawndemands.

inform participating credit unions of account and loan status

at least quarterly. Billing will be carried out as per the
procedures specified in the LCCUL loan policies.

Details of thi~ system are contained in part 2 of the LCCUL

financial managemel~t: manual.



Annex F

Illustrative Training Plan

Credit Union Training Plan

Bookkeeping, reporting, cash management

Fili ng

Loan control, monitoring and reporting

Collection of loans and interest

Model loan policies,
Budgeting, objective setting, monitoring and evaluation

Understanding financial statements

Board and committee functions

Loan appraisal

Loa n g ran t i ng

Loan follow-up

Loan performance histories

In-kind credit procedures

Equipment use, maintenance and repair (rental unit, "Self-hel.p~..t:-

tractor unit)
Member counselling

Performance analysis and performance standards

Training Credit Union Members

Simple farm records with assistance from support agencies, etc.
LCCUL will arrange to carry out the following,training.

Farm planning (appraisal, cost/return, ~arketing, inputs,

supply, technical resources)

Production practices
Money ma nagement

Organization for collective action

Equipment use, maintenance and repair (~erital unit)

'Self-helper' tractor unit

Ma rketi ng

Credit union principles

Training LCCUL Staff

Staff ~kills will be assessed frequently and training provided
where weaknesses are identified to enable the effective transfer of

the skills listed above. Adequate technical skills are available

within the (advisors, field manager, auditor, general manager) to

carry out most of the LCCUL field staff training sessions. Where
skills are inadequate, resources outside the League will be used.

~\
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Training Material Development

While considerable materials and related manuals have been

developed) efforts will continue to develop and use effective

written, flip charts) manuals and handouts designed to improve the

transfer of skills and information with assistance from LDTC.

Development of the LCCUL

Development at the credit union level must presume corresponding

development at the national level. As a result of current project,

LCCUL is able to adequately perform its internal management

functions, ~nd provide basic services to its member credit unions.

The increasing emphasis in production activities at the credit union

level denotes the need to develop and refine LCCUL capabilities in

order to provide adequate support of these programs.

These would include required training in:

financial planning and budgeting.

participant training in prodllction credit programs.

loan analysis and granting procedures) including technical

analysis of proposed production activites.

loan collection procedures.

accounting and auditing services.

i nv est me n t p 0 rtf 0 1 i 0 ma nag e me n t pro C' :~ d u res •

capital mobilization from internal/e~~·ernal sources.

liquidity management.

All of the above are currently provided by the League. However,

lending programs with a strong production focus require significant

refinement and improvement. The League staff) upon acquiring the

necessary skills, must· subsequently train credit union officials .in

their operation. In addition, the League must continue its own

development in order to fully support the production activities

program.
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League experience in managing the present small farmer

production credit program has permitted initial developments in these

areas. Continued development will be undertaken primarily with the

training to be provided by the waccu Management Advisor and the GTZ

Advisor/Production Credit Programs, and Peace Corps Volunteers. In

addition, the project will make use of training resources available

through IEMS, Institute for Development Management (IDM), LDTC and

other organizations to enhance the LCCUL staff skills.

Successful implementation of a production activities program is

critically dependent on capability of the national League. A strong

national' organization must be in place, able to support the

initiatives of its member organizations, and perhaps most

importantly, able to provide counsel that avoids critical mistakes.

".-



Annex G

End of Project Status

The following ~ccumulative quantitative indicators will have
been realized at the end of the project:

Total credit unions

Well developed credit
unions

Special Production Credit Union

Total membe rs

SOP
60

·2

o

26,000

Year One
60 or less .

15

5

27,300

Year Two(EOP)
60 or less

30

15

28,665

Member Savings

Total Member Loans

% production loans
Agri c.
Other

Number of credit unions
able to support mgt.

% loans delinquent (CU)

1,300,000 1,560,000

980,674 1,078,750

48 54
36 42
12 13

o 5

31 28

1,780,000

1,300,000

63
48
15

10

24

% (LCCUL) 16 ~. 3 10

Producer members trained

Other farmer members trained

c.u. Board members trained

C.U. Committee members trained

C.u. clerks performing
adequately

% LCCUL self-sufficiency

o

o

o

5

28

75

51

60

15

32

30

150

150

180

30

36

Note: These are indications of success for the project.


