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13. SUMMARY

The final evaluation report for the Credit U~ion Strengthening
Project stated that proiect objectives have been fully achieved. The
principal objective was to strenc3then and expand the ability of the Costa
Rican credit union system to prollide e?sential financial s'ervices to low and
middle income families by reinforcing the administrative and operational
capabili ties of the federation and to extend its services to member credi,t
unions. The evaluation report states that the credit union system has been
transformed during the four years of AID assistance. It no',,", represents a
viable alt.ernative to the nationalized banking system for ,a significant p~rcen­

tage of the population. The federation IS administrative personnel has more
than doubled. Member coops .have increased from 26 at project start to 50 at
present, and individual membership stands at over 94,000.

In addition to the original capitalization source, which was local
currency .generated by the PL480 Title I Program, the federation has
capitalized on funds received from other sources including the BID/COLAC IV
(International Development Bank/Latin American Confede~ation of Credit Unions)
loan as \'iell as loans generated using its o~m resources. As a r.~sult, the
capital position of the federation exceeds ,the estimate contained in the
implementation plan.

FEDECREDITO has also significantly. improv l3d its income' posi tion to the
point where the organization is presently financially s~lf-sufficient. At the
same time, the Federation hi.4s built a sound administrative system, including
competent managers and staff, along with '-iell-documented policies and
procedures for nearly all as~ects of the organization's operations.

14. EVALUATION METHODOLOGY

The World Council of Credit Unions (WOCCU) was contracted in July
1986 . to de1i',er the evaluation report under Purchase Order No" 515-6419.
HOCOJ formed an evaluation team comprised of Gordon Hurd, WOCaJ I S Development
Resources Coordinator and consultants Peter Livingston and Marcus Schaefer.
Mt. Livingston is the former Vice-President of Economics and Research for the
U.S. Credit Union National Association, ,Inc. (CONA): Mr Schaefer is the
General tolanager of the FDIC Federal· Credit Union. Edison Silva, Manager of
Financial' 'Operations for the Latin Arne-rican Confederation of Credit Unions
(COLAC), and Peter Marion, WOCCU' s Regional Coordinator, for Latin America,
completed the team.

Field work covered a t....o week period dur ing which project documentation
"\ \li3S reviewed, interviews were conducted lNi th all management staff of

FEDECREDITO affiliates, discussions were held with USAID officials and on-site
surveys of nine affiliates were carried out. The last week was devoted ·to
analysis of the information obtained and preparation of a draft report. A
conference was held before the team's departure to brief USAID and FEDECREDlTO
on the evaluation's findings.



15. EXTERNAL FACTORS

The chief external factor affecting this project was the economic
crl.sl.~ that has influenced all sectors in Costa Rica since the beginning of
this decade.

16. INPUTS

As mentioned above, capitalization for FEDECREDITO \"as originally
based on loan activity from the local currencies generated by the PL480 Title
I Program. These funds, received in 1984, have been disbursed and the
projected capitalization subscribed.

From 1982 to 1985 the federation expended nearly 46.3 million colones
for administrative and operational costs or aoout U5$1.1 million, neQrl~l

double the counterpart required by the Grant Agreement.

Technical assistance, another important factor in project success,
~las provided by COLAC. The evaluatC?rs described this· TA as e»emplary. The
contract between :b'EDECREDITO and COLAC provided for a resident consultant to
be based at FEDECREDITO and \'K)rk closely 'Hich the federation's management"
staff. The evaluators felt that the technical assistance provided by this
consultant influenced the o'verall, success of the project to a considerable
deg"re,e".

An Administrative Credit fund was established. for the members to draw
from for the purpose of upgrading their administrative personnel, specifically
by providing to each of the participating members the, funds to hire three
inqividuals: a manager, an accountant and an agriculture extensionist.

17. OUTPUTS

At proj ect onset FEDECREDITO was on the verge of bankruptcy. Today
the federation is 100% self-sufficient. The goal of twentyfive member
cooperatives benefitting from the Administrative Credit Program was reached
and the fund is be~ng recycled to reach a new goal of 45 by the 8th year ..
Loan terms had been shortened to~one year in most cases in order to accelerate
the" rotation of these resources. All member credit unions had reached self
sufficiency by the 4th year and a total of 38% of the principal has been
repaid and made available for more loans. Finally, not only has FEDECREDlTO' s
staff doubled from 19 to 40 over project life, the quality has improved to the
extent that now 19 have university degrees and 10 have advanced technical
training. In 1982 only one staff member had a university degree.

18. PURPOSE

The purpose of the Proje<;:t was to strengthen the National Federation
of Saving and Loan Cooperatives'.' (FEDECREDITO) admInistrative, operational,.
and institutional capacity and to expand its services to the affiliated
cooperatives in rural areas.



The project was divided into three components: Administration of Base
Cooperatives; Strengthening of FEDECREDITO' s Administration1 and Technical
Assistance. The evaluation's findings showed success in all three areas.

The evaluation team found significant the fact that this project
correlates strongly with each of the four "pillars" of of AID's overall
development strategy. It exemplifies the Agency's objectives with respect to
institutional development. A strong human and financial resource base has
been established within a system designed to provide continuing benefits to
its members. The objective of providing a viable alternative to the
nationalized banking system for a segment of the popula~ion hitherto not
serviced has been met as indicated bi' the fact that most of FEDECREDI1"O's
affiliates are located in rural areas and serve the mostly middle to low
income farmers living in these areas.

19. GOAL!SUBGOAL

The goal of this project was to strengthen the cooperative sector in
Costa Rica. The subgoal of expanding the services of FEDECREDITO to reach a
large section of the population that hitherto did not have access to an array
of banking services was to be achieved through strengthening the federation IS

administrative base. An indication of how successful the project was in
reaching its goals can be seen in the number of individual members now being
adequately served by the institution and its affiliates.

20. BENEFICIARIES

FEDECREDITO and i~s affiliates directly benefitted from the technical
assistance and grant funding provided by the project. The indirect
beneficiacies are small farmers and entrepreneurs number ing almost 100,000.
Before the project, this important segment of the poplation did not have
access within the public seclor banking community to the services provided by
FEDECREDlTO. The credit union movement in Costa Rica now serves roughly 16%
of the population, a figure that the evaluation team found significant in
comparison with other Latin Americqn countries.

The COl;Jntry Development ~trateg~ Statement (CDSS) for FY 1983-87 mentions
as a. specific goal-II ••• provide ctedi t and technical assistance to facmers,
especially small producecs, through an extensive rural cooperative network."
The FEDECREDITO project clearly complied with this Mission strategy goal.

One of the FEDECREDITO system's most notable achievements has been the
mobilization of impressive amounts of deposits. These funds have been used to
finance productive activities such as small businesses in both rural and urban
areas. The evaluators think that this capital has contributed to raising the
productive output of the Costa Rican economy by stimulating employment and
increasing income for these small producers.

In addition the report states that, the savings habits that have been
instilled, and the system-.wide improvements in capabilities a'nd attitudes are
likely to be lasting benefits of this project.
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21. UNPLANNED EFFECTS

The evaluation report notes tha~ in a very modest \Vcly, the project
may have contribut~d to alleviation of the balance-of-payments problem. The
federation's savings were mobilized from domestic sources, ie. credit union
members, thereby reducing dependance on external capital to finance
small-scale productive endeavors.

22. LESSONS LEARNED

a) The Admimist~ative Credit ~rogram approach to assisting member credit
unions' to attract and maintain gualified personnel was more successful than
planned. The mernb~r credit unions who originally took out loans under the
program were quick to repay their debt. This spirit of conperation, which \lIas
instilled by the federation's leadership, helped to free the program's funds
for use by additional members.

b) Governments, though generally regarded as obstacles to private sector
development, can play a benefici.al role' as shown by the Government of Costa
Rica in this case. Active encouragement was provided to the development of
the FEDECREDlTO system through the passage of favorable legislation.

c) Nearly half, of FEDECREOITO's member' credit uni.ons provide non-financial
services, which include offering agricultural sl1ppl~esl grocery and hardware
stores, pharmacies, read~-to-\"ear., etc. 'rhese .additional services are

. relatively unprofitable~ .furthermore they sometimes put a drain on capital and
human resources.

d) Some of the member credit unions have' recently installed computer
systems. The federation, hav,ing just installed its own system was not in a
position td offer technical assistance in this area, nor' develop a set of
guidelines to insure standard,ization and compatibility. Organizations,. such
as the FEDECREDITO system, should be in the forefront of computer technology
in order to insure that an integrated system, capable of producing financial
and management decision-making data for all levels of the movement can be
implemented.

e) A 'lesson of note from: this experience is that projects can be successful
without elaborate designs, rigotous implementation requirements or exorbitant
fundinq •

f) As was mentioned in the PES su~nary, the technical assistance provided by
CO.LAC was outstanding. In part this is due to the particular relationship

.that exists· between the two organizations, ie. creditor (COLAC) to borro\o/er
(FEDECREDITO) • Moreover,. the support of a \o,Orldwide netM:lrk such as that of
the credit union movement with its vertical integration linking .individual
credit unions to national federationsf which in turn are linked to regional
confederations and finally to the \'lorld Council of Credit Unions Is a real
advantage to be considered by project designers. The responsibility for
implementation is therefore ~pread 'out more effectively and efficieo'tly.



h) Finally, and perhaps most important to note here: the quality of the
implementing organization could be the most critical factor in determining the
success or failure of any project. Success could not have been achieved in
the Credit Union Strengthening Project had it not been for the commitment and
hard work of the staff and leadership of FEDECREDITO at all levels.

23. SPECIAL C~MENTS OR REMARKS

All pertinent issues have been covered in the preceding four pages.
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D. SCOPE OF WORK

The contractor shall provide the following:

1. Determination of the extent to which the Grantee has complied with
the terms of the Project Agreement and thoroughly describe any
problems associated with compliance;

2. A discussion of any previous evaluations to determine what use was
made of the previous evaluations, conclusions and recommendations in
the review of the project;

3. Description of the extent to which the Project haa made progress
towards, achievement of ita specifically stated objectives as defined
in the grant proposal and Project Agreement;

,4. Determinat ion of the
"developmental" impact
proposal;

extent to
as exp~cted

which
and

the Project
expressed in

has had
the grant

5. A separate se,ction ttlhich determines the extent to which the Project
has contributed to the Mission's overall development strategy; and

6. A separate section 011 the lessons learned to date describing the
causal relationship factors that have proved critical to Project
success, including the political, policy, e~onomic, social an4
bureaucre:atic preconditiuns \/ithin the host country and AID. This
should also inclurle a discussion on the techniques or approaches
which have 'proved most effective or had to be changed and why.

7. Clear presentation of the overalr; g~rtdralJ and specific obsenlations
and reco~~endationg regarding implementation. project design. and any
other factors which the Contractor deems relevant. It is expected
that specific recommendations 'will be made regarding future Project
Implementation, and will include, but not be limited to:

Projectsuccessfultoconstraintso the elimination. of
Implementati..on;

o actions which could betaken by the Mission and/or the Grantee
that would contribute to more efficient Project management;

The evaluation will:

o Determine the capacity of FEDECREDITO to function as the central
financial entity for the sa~lings and credit cooperative system.

o Measure the impact obtained at the level of the Federation and
its cooperatives in the growth of the savings and credit
federated system.
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o Identify the specific areas toward which FEDECREDITO should
direct its action over the medium term in order to achieve its
development objectives.

o Determine the main limitations to FEDECREDITO's ability to
further productive activities that will enable it to generate

·new employment opportunities.

The Contractor will cover the follolJing specific areas:

I. At the Federation Level:

a.' Financial Area - Evaluate:

1. The economic/financial evolution of ~"EDECRED!TO.

2. The economic results of FEDECREDITO's activities.
J. The financial structure of the Federation.
4. Compliance with the financial policies set by the Federation and

the savings and credit cooperative syst~m~

5. In addition, the Contractor uill quantify the financial
resources required for the Federation's credit program and
identify areas of internal and external support required by
FEDECREDITO over the mediu.m-term, giving special emphasis to
mobilizing internal savings.

b. Credit Area - Analyze:

1. The make-up ,and present status of the current credit portfolio.
2. The development impact of the credit given 1#d.th funds from

administrative ~redit.

3. The credit policies set for the various lines of credit,
,particularly in terms of the length of terms ot'· amounta J interes t
rates, etc. I 0

4. The development of the 'collection ,system and its efficienc;y in
'controlling delinquency.

5. The efficiency of credit procedures and of the current manuals
and regulations. <,

6. The effective interest rate structure in relat'ion to the cost of
fund~ in th~ national market.

c. Attraction of Deposits - Evaluate:

1. Compliance with policies set for attracting and investing
savings thrpugh deposits.

2. The evolution and sources for obtaining demand and time deposits.
3. Use of funds attracted.
4. The manuals and documents produced for the administration of the

program.

. I ...



d. Technical Assistance and Education - Analyze:

1. Quality and impact of technical assistance provided by COLAe.
·2. Training and technical assistance programs developed and

determine the impact obtained on leaders and officials. as well
as on the development of the cooperatives.

3. The results of technical assistance with regards to the
objectives of the Federation) the cooperatives and their members.

4. The content. frequency. and participation in the training
programs developed by the Federation.

5. Compliance with the technical assistance and training policies
set up by the Federation !lnd the feder,ated $ystem.

e. Institutional Development of FEDECREDITO - Evaluate:

1. FEDECREDITO' s administrative' and organizational struct1.\re in
order to determine its efficiency and effectiveness with regards
to the objectiveness of the system.

2. The human and physical resources that the organization has
available at present, and their efficiency in the various
assignments completed.

3. The efficiency and effectiveness of the systems and pt'ocedure:a
of FEDECREDITO.

4. The present installed capacity in order to determine the
capacity to absorb new fund,~

5. The extent of .integration of the savings and credit cooperative
movement.

6. The extent to whicn FEDECF~DITO instutional capacities
(management J technical ~ financial, etc.) are being developed 'in
order to continue project benefits after AID funding ends.

7. The likely project benefits which will be sustained after AID
funding ends.

II. At the" Cooperative Level:

The member cooperatives of FEDECREDITO will be evaluated llnd the
following areas included: '

a.' Analysis of financial and' social growth during. the 1982-85
period.

b. Analysis of the main indicators of the savings and credit
affiliated system.

c. Identification of the most prevalent strengths and weaknesses of
the cooperatives.

d. Analysis of the impact of the programs and services offered by
the Federation.
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E. REQUIRED REPORTS

The Contractor shall present 5 copies in English of a written report which
cove'rs all of the above points not later than August 1, 1986.

The report shall include:

1. An executive summary which will be a self-contained document and
which will include the specific methodology used, findings.
conclusions and recomnlendations. It will also include the sections
on development impact and lessons learned.

2. A copy of the scope of work under which the evaluation was carried
out. Any deviation from the scope shall be explained.

3. A listing of the evaluation team including host country personnel.
their field of expertise and role they played on the team.

4. A paginated table of contents~

\.\
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Preface

This Executive Summary is the first volume of a two-volume evaluation
prepared by .the World Council of eredi t Unions for the Rural Development
Office of the USAID/Costa Rica mission on the Credit Union Strengthening
Operational Program Grant 515-0189. This volume contains a surr~ary of
the evaluation methodology, findings, conclusions, recommendations and
sections on development impact and lessons learned.

Volume II contains the body of the report, including in-depth analyses of
project results and the status of the national credit union system at the
federation and credit union levels, and the appendices.

The evaluati;:>n team wishes to note here .its s.incere appreciation for the
support. and coll'aborat·ion of the staff and leadership of FEDECREDITO ar:.d
its affiliate~ office of USAID/Costa Rica, Witho~t their active
involvement, this ·report would not have been possible.
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EXECUTIVE SUMMARY

A. METHODOLOGY

In May 1986, the USAID Mission in Costa Rica prepared a statement of
'fl'1orkfor the evaluation of its project with the Costa Rican national
credit union system, the Credit Union Strengthening Operational
Program Grant 515-0189. The World Council of Credi t Unions (WOCCU)
was contracted in July to deliver the evaluation report under Purchase
Order No. 515-6419. An evaluation team was formed, comprised of
Gordon Hurd, yiOCCU's Development Resources Coordinator, and
consul tants Peter Livingston and 1'1arcus Schaefer. Mr. Livingston is
the former Vice President/Economics and Research for the U. S. Credi t
Union NatirJnal Association, Inc. (CUNA), while Mr. Schaefer is the
General Manager of the FDIC Federal Credit Union. In addition, Edison

. Silva, Manager of Financial Operations of the Latin American
Confederation of Credit Unions (COLAG), joined the team during the
third week in Costa Rica. Technical guidance and direction was
provided by Peter Marion, woceu's Regional Coordinator for Latin
America.

Field work was conduc·ted from July 14 to August 1" 1936. During the
ini tial two 'w~eks, the evaluation team foc.used on gathering
information through 1) review' of project documentation, 2) interviews
with 'all manageme.nt staff of :the National Credi.t Union Federation
(FEDECREDITO), 3) discussiC'IlS wi~hUSAID officials, and 4·) on-site
surveys of nine credit unions. The last weel<:' 'ivas devoted to analysis
of the information obtained and preparation of a draft report.
Briefings for both the FEDECREDITO BOard and USAID were held to
present the Team's major findings and recornmendatio:ls. Appendix 1 of'
Volume II contains 'the list of persons contacted and credit un.ions
surveyed.

The draft report was subsequently' revised and edited by the evaluation
team. Comments and observations provided by both FEDECREDITO and
COLAC have been incorporated in this fina~ report. However, the World
Council of Credit Unions is .solely responsible for the views exp!essed.

B. FINDINGS AND ,CONCLUSIONS

This project was intended to strengthen and expand the ability of the
Costa Rican' credit union system to provide essen~ial financial
services to low- and middle-income families. Specifically it sought
to:

o Improve the administrative and operational capabili ties of
FEDECREDITO.

o Expand federation services to member credit unions.
o Encour~ge the adoption .of sound financial and economic

policies by both the federation and its member credit unions
. to permi t" them to become operationally self-sustained

enterprises.



It is important to note that at the initiation of the project in July
1982, the credit union movement, particularly at the federation level,
was experiencing serious financial and operational difficulties. The
federation was unable to provide meaningful technical assistance and

,training services, and its financial operations were in disarray, due
to high dollar-denominated debt and over-investment in unprofitable
non-financial operations. Its financial position was weakened
severely by the rapid devaluation that occurred in the early 1980s,
making it virtually impossible for the federation to repay its
dollar-denominated loans with COLAC. As a result, credit union
membership in the federa.tion had declined to just seventeen credit
unions.

In this unpromising setting the project 'fNas initiated, first as an
effort to resuscitate the movem~nt, and second as a means to recapture
the potential that had seeIned evident just a few short years befo~e.

The project objectives have been fully achieved; mere importantly, the
credit union riystem has been transformed during the four years of AID
assistance. It now represents a viable alternative to the
nationalized banking system for a signtficant portion of the
population, a developml~mt that could scarcely have been foreseen at
the proj ect' s outset. The follo¥ling disc.usses the progress realized
for each of the three major objectives.

1. FEDECREDITOCapabilities

There is really no comparison between the federation that existed four
years ago and the one found today. Not only have the nt~ber of staff
increa~ed by about 100%, but more significantly, the caliber of
persormel has greatly improved. Currently, 19 employees ha7e
university training, compared to just one in 1982. This staff i.s not
only able to do more, but to do it more efficiently, as sho~m by the
asset/employee ratio which improved from c 4.0 million per employee to
c 12.4 million between 1982 and 1985.

Previously, guidelines and policies were inadequate for the
federation's internal operations as well as for its services. This
deficiency has been well addressed, such that extensive policies exist
for nearly all aspects of the organization's activities. Of note is
the well-defined planning process that effe.ctively uses the input of
the member credi t unions in setting out the federation 's short- and
medium-term objectives, and the personnel system that is effective in
attracting and retaining qualified and motivated individuals.

2. Expanding FEDECREDITO Services

The federation has expanded both its financial and technical
assistance/training servi"ces to member credi t unions. The federation
has promoted a highly successful deposit mobilization program among
its member credi t unio~s using market interest rates. While credi t
union deposits increased from c 219 million to c 1,463 'million between
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1982 and 1985, the federation increased its deposits from c 31 million
to c 295 million. The federation's program enables its member credit
unions to aggressively pursue deposits, .secure in the knowledge that
excess liquidity can always be placed with the federation at
attractive interest rates. Not only has this program significantly
increased credit union income, but it has been effective in attracting
new members, particularly net savers.

In addi tion, the federation has successfully mobilized capital
resources from external organizations, resulting in an additional U.S.
US$ 3 million in loan capital for its member credit unions.
Importantly, lending criteria have been considerably strengthened,
such that the repayment problems encountered with previous
intermediation borrowings have been reduced substantially. Also,
since these new operations' have been strictly in local currency, the
devaluation problems that previously affected its liability portfolio
have been avoided.

The federation's' technical assistance and training services have
become increasingly responsive to needs identified at the credit union
level. A comprehensive diagnostic approach-has been" utilized to
assess credit union strengths and weaknesses, serving as the basis for
detailed institutional plans with specific measurable objectives.
Training programs have been designed to provid'e practical skills fo'!'"
credi t union managers, staff, arid leadership, and have been
implemented using effective training techniques.

Perhaps the most relevant measure of the federation's improved
financial and technical services is the number- of credi t unions and
credi t union members now found wi thin the sys tern. From a low 0 f 17
affiliates ~"ith less than 25,000 members,' FEDECEEDITO nOf{· has 50
credi t union affiliates J "'i th nearly 100} 000 members. Clearly, the'
federa~ion is offering a product that is i~'considerable demand.

3. Improvirig Movement Financial Self-Sufficiency

As a result of these improved services and impressive growth, the
federation as well as its credit 'unions have strengthened their
financial posi tion. The federation is now able to meet its operating
costs from earned income and has vastly improved its balance sheet
position, as demonstrated by ,a reduction of its liability/capital
ratio from 17:1 to 7:1. '

Although the federation is largely responsible for this improvement,
it is important to recognize the extremely valuable and unanticipated
assistance received from the government. Legislation enacted in 1984
assisted FEDECREDITO, . as well as other cooperative organizations with
similar problems, to cover the losses incurred on their
dollar-denominated loan portfolio. This single act enabled the
federation to eliminate these accumulated losses and to start anew to
rebuild its financial position.
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The financial position at the credit union level has similarly
improved. The project's administrative credit program enabled 25
credit unions to improve management capabilities, resulting in
increased growth and profitability. All credit unions have benefited
from the deposit mobilization program, which, as noted, has
dramatically increased the amount of capital available for.lending and
investment purposes. Despite the large increase in deposi ts, credi t
unions have gener,ally strengthened their equity position, in part as a
resul t of the capitalization requirement on loans received from the
federation.' They have also benefited from the overall improvements in
the national economy.

Some credit unions with a substantial portion of their loan portfolio
in cer~ain agricultural products are currently experienceing some
repayment problems. This appears to be mostly a cyclical problem that
eventually will be resolved. Credit unions heavily engaged in
providing non-financial services have seen their profi tabil i ty
reduced. Overall, though, credit unions are significantly stronger
than they were four years ago.

In terms of the project objectives, as contained in the grant
agreement, the results hav,e been most encouraging. I t is significar.,t
that these achievements resul ted from a relatively modest input of
resources and a limited set of specified activities. AID resources
have been well spent: the credit union movement has been revitalized,
and the potential originally envisioned for the movement is ~.;i thin
reach.

c. DEVELOPMENT IMPACT

Although this· projec.t focused on restoring the national organization
and the credit union system, it has had an impo~tant national ire~aci

for Costa Rica and its citizens. The fourfold gror..;th in members
affili.ated to FEDECREDITO means that about l6:-~ of the total population
are ,nm" served by the federated credit union movement. Compared to
movements in other Latin American c.ountries, as ""ell as most other
developing countries, this is an impressive figure.

These members have seen their deposIts increase over the past four
)"ears to an average of c 15,700 by the end of 1985. Interest income
has been increased for these members, with an additional c 235 million
increment for the period from 1983 to 1985 alone. Loans generated by
the system for small farmers, merchants, manufacturers, and others
have likewise increased dramatically, from c 208 million in 1982 to c
1,275 million in 1985. Such credi t generally is unobtainable from
other sources for these individuals.

In a modest way, the project may have stimulated the formation of
domestic capital, long recognized as an essential ingredient of
development. With appropriate facilities, attractive interest
inc~ntives, and assurance of sound management, credi t union members
have chosen to save a substantial po~tion of their increased
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liquidity, instead of using it for consumer purchases with potential
inflationary effects.

In short, this project appears to have initiated a number of trends
that can only have a positive impact on the nation's economic
development.

D. LESSON LEARNED

A number of lessons can be derived from this project which will be of
interest to individuals engaged in the design and implementation of
similar cooperative development projects. These can be summarized as
follows:

1. Administrative Credit Revolving Fund

A revolving loan. fund used to pay competitive salaries, can be an
effective way to attract qualified personnel for local level
institutions. These resources enabled the partieipating credit unions
to increase salaries, thereby attrac~ing better-prepared managers and
staff, resulting in improved institutional performance.

2. Market Interest Rates

Savings can be mobilized, even amorig lower- and middle-income groups,
if market level rates are offered. Contrary to some expectations J

these groups have been most responsive to attractive rates .

. 3. Government Role in Private Sector Development

Goverr~ents can play an important role in the development of
private-sector cooperative institutions by: 1) respecting their
independence, 2) promoting their growth and development, 3) providing
the public with adequate controls against mismanagement or corruption,
.'3.nd 4) providing relief to private sector organizations affected by
unforeseen changes in national e~onomic condi tions ·which are clearly
beyond their effective control.·

4. Loan-Based Capitalization System

Reliance by a cooperative financial organization on a loan-based
capitalization system produces distortions and risks that could
threaten its· financial stability. .~ alternative or complementary
proportional savings- or asset-based approach is likely to be mere
equitable to the membership and reduce risks for the organization.

I ~
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5. Creation of Equity

Treating share capital as equity in credit union organizations can
overstate their ability to support liabilities, potentially leading to
repayment or default problems. Building reserves and retained
earnings through increased profitability creates the necessary
financial cushion to meet potential losses.

6. Credit Union Non-Financial Services

Credit unions may find non-financial services to be only marginally
profi table at best, and divert the limi ted managerial and financial
resources away from financial operations, their primary business
purpose. Non-financial services may be' best provided through
cooperative or other organizations completely separated from the
credit union •

. 7. Computer Technology

National membership organizations, like FEDECREDITO, should be in the
vanguard of the adoption of computertechl101ogy in order to to ensure
that the systems developed "rill be ,adequately compatible, meet minimum
operating standards, and provide suffieient information to meet
decision-making needs.

8. Project Design/Implementation

Successful projects do not neeessarily require elaborate designs and
detailed implementation procedures. A more simplified approach still
requires the implementing organization to plan and take responsibility
for its own development.

9. Technical Assistance

A membership relationship, such as exists between FEDECREDITO and
COLAG, can increase the probability of receiving quality tec1mical
services. Since its success is in large measure dependent upon the
success of its member, the motivation to provide appropriate
assistance is increased. In addi tion, the membership relationship
allows it to call upon other' forms of support and assistance.

10. Project Participants

Projects are successful only to the extent that highly competent and
motivated individuals are identified to ~ill key positions within the
implementing organization. For proj ect designers, the "who" is at
least as important as the "what".
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E. ISSUES

The work of the federation is far from done.
that pose potential risks to the on-going
movement. These include:

1. Capital Base

Several issues exist
development 6f the

Most of the federation's capital consists of subscribed as opposed to
paid-in capi tal, mostly from credi t union borrowers. Further, only
14% of FEDECREDITO' s members account for 5.5'% of i tsshares. The
federation's financial position is potentially. threatened if the
subscribed shares are not paid, and/or if major shareholders choose to
withdraw. Also, credit union shares are exposed to relatively high
risks due to FEDECREDITO's relatively low level of equity.

2. Deposit Mobilization

Rapid deposit growth has increased system liquidity, tended to depress
earnings and put pressure on the liabili ti es-to-equi ty ra. ti::>. The
movement is now' very 'much driven and exposed to new financial risl(,s.
Their reduction will require the development of substantially more
sophisticated final1.eial planning,. marketing. and management
-capabilities.

3. Intermediation of Development Finance Capital

While this service remains importa.nt to many c.redi t unions and thei r
members, it has become a r,elativ.ely smaller portion of the
federation's operations. To continue to provide credit at rates
farmers and other producers can afford, the movement will have to
develop new sources of funds and/or reduce lending costs.

4. Non-Financial Services

The drain on credi t union resources, both financial and managerial,
posed. by the widesp~ead provision of non-financial services reduc.es
credit, union profitability and could threaten their financial
stabili ty. The movement has yet to clearly decide to ei ther retain
these services and manage them more efficiently, or eliminate them "and
concentr~te solely on the provision of financial services.

5. Computer Systems

The federation as well as several credi t unions have begun
,"implementation of compute"r systems. Ini tial review indicates that
there is a substantial risk that a lack of standardization,
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flexibility, and expandibility could occur, thereby seriously limiting
the potential benefits obtained from this technology.

6. Planning and Development

How can the valuable technical assistance, training, and develc:>pment
services provided by the federation be financed without being largely
subsidized by the financial operations? To what extent can dues and
fees be expected to cover these costs? "'hat operational adjustments
are needed?

7. Savings Protection/Guaranty Prog~am

Can a program be established to protect member savings and deposi ts in
the event of credit union liquidation? This may tend to reduce the
cost of funds and marketing expenses for the movement.

8. Expanded Credit Services

HOYT can the credit union system meet .the large clemandfor credit that
exists for housing, small business dt.~veJ.opmentJ and other critical
needs? Are these credit services possible within the financial and
managerial limitations of credit unions? Can external capital be
identified to ~eet this demand?

9. Loan. Protection/Live Savings Program

tr'lhat guidelines are needed to assure the actuarial soundness of this
program? Does it have an appropriate financial" structure, including
segregation of program assets, liabilities and capital· from other
FEDEGREDITO divisions?

10. Credit Union Financial Condition

Credit unions are- FEDECREDITO' s principal clients and . owners. wlla t
are their financial abilities to capitalize the federation and
purchase its financial and non-financial services? How significant is
delinquency? ~lat is the degree of teclLnical solvency?

11. Federation Cost Containment

How can FEDECREDITO control rlslng administrative costs? What
structural adjustments, systems modifications and cost accounting
techniques are needed? How can productivity be improved?·
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12. New Services Development

A number of new ventures have been put forward, including the
development of a banking entity, expansion of credit services to meet
needs in housing and small business .development, and establishment of
a program to protect member savings. Such expansion must be analyzed
against the risk of overextending the movement's existing human and
financial resources particularly at the federation level.

lrlhat financial services and products are needed by the current and
potential membership, at both the member and credi t union levels,
which are not currently being met by the credit union system, but are
potentially feasible? How can system consolidation and new services
development be reconciled? What are the movement I s strategic
objectives for market position and performance?

13. Cash Flow Management

The federation and its member credit unions ',,;i1l be subject to
potentially large swings in their deposit bas~'with changing national
economic conditions. Placeffient of these rJrrds may also be subject to
severe: seasonal and cyclical fluctations. Increased skills in cash
flow prediction and management at both the national and primary levels
will be r~quired to minimize potential risks.

14. Asset/Liability Management

The federation and its eredi t unions may be exposed -to continuin~

pressures on their spreads, due to the term structure of their assets
and liabilities. Increasingly sophisticated asset/liability

. management techniques Hill be required to' mai:ttain adequa te margil::;
throughout the system.

15. Information Management

Although the federation has a relatively good information base,
increasing competitive demands will require this information to be
systematized for management decision-making purposes.

F. REGOMl'1ENDATIONS

To assist in the resolution of these issues and establish a strong
foundation for continued development, the evaluation team recommends
that FEDECREDITO obtain the necessary tec.hnieal and financ.ial
resources to undertake a program of major business development
components. These would include:
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1. Market Analysis and Development

An analysis of the current and potential market segments served by the
credit union system and an identification of the types of services and
products of interest to this market segment. A whole range of
options, unavailable in the Costa Rican context, yet common to U. S .
credit unions, could be introduced. A comprehensive market
development strategy would be produced to guide. the movement's
business planning for the next decade.

2. Financial Policy and Management Development

This component would develop so~ution strategies, addressing issues
related to capitalization, equity strengthening, asset/liability
management, pricing policies, and other factors fundamental to the
long-term financi·al health of the federation and the rnovemen-:.

3. FEDECREDITO Systems Development

This component ~Hould support continued upgrading of FEDECREDITC . s
internal operating systems based on an in-depth organizational
analysis to identify the most appropriate structure, division of
responsibilities, work flow, etc., to permit the organization to
efficiently manage its expanding activi ties, and to develop ne~h

business programs.

4. Computer Systems Development

This component would develop standard~ and guidelines for the
implementation of a movement-wide system' that will meet infcrrrm"tion
and operating requirements at all levels.

5. Savings Protection/Guaranty Program Development·

This component will determine the feasibility of establishing a
savings protection program to protect credit union member savings from
losses due to insti.tutional insolvency. If feasible; it ·.will assist
the design, development and implemen"tation of the program.

This program builds on the success of the current project and
represents an integrated strategy to address the rnove~ent's continuing
needs in the areas of market development, finance, operations,
computerization and consolidation of the savings base.,
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Preface

This is the second volume of a two-volume evaluation prepared by the
World Council of Credit Unions for the Rural Development Office of the
USAID/Costa Rica mission on the Credit Union Strengthening Operational
Program Grant 515-0189. This volume contains the body of the report,
including in-depth analyses of proj ect res'lll ts and the status of the
national credit union system at the federation and credit union
levels, and the appendices.

Volume I contains t!le Executive Summary of this report, including the
methodology, findings, conclusions, recommendations e.nd sections on
development impact and lessons learned.
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AID
BANCOOP
BID
BID/COLAC IV

C or c
CAD
CDSS
eLF
COLAC
DFF
FDIC
FEDECREDITO
FY
GOeR
HRD
Lc$
LPlLS

OPG
PL 480
sr1P
USAID

WOCGU

List of Abbreviations

Agency for International Development
Costa Rican Cooperatiye Bank
Inter-American Development Bank
Loan Program No. IV from BID to COLAC to

FEDECREDITO
Colones (Costa Rica national currency)
Savings deposit ~1obilization Program
Country Development Strategy Statement
Central Liquidity Facility
Latin"American Confederation of Credit Unions
Development Finance Facility
Federal Deposit Insurance Corporation
National Credit Union Federation of Costa Rica
Fiseal Year
Government of Costa Rica
Human Resources Division
Local Currency U.S. Dollar Equivalents
Loan Protection/Life Savings Program (similar

to mutual insurance
Operation Program Grant
Public La,*' 1.80
Savings Mobilization Program
United States Agency for Inte:-national

Development
World Council of Credit Unions
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I. INTRODUCTION

METHODOLOGY

In May 1986, the USAID Mission in Costa Rica prepared a statement of
work for the evaluation of its project \voith the Costa Rican national
credit union system, the Credit Union Strengthening OperatIonal
Program Grant 515-0189. The World Council of Credi t Unions (WaCCU)
was contracted in July to deliver the evaluation report under Purchase
Order No. 515-6419. An evaluation team was formed, comprised of
Gordon Hurd, waccu's Development Resources Coordinator, and
consultants Peter Livingston and Marcus Schaefer. Mr. Livingston is
the former Vice President/Economics and Research for the U. S. Crecti t
Union National Association, Inc. (eUNA), while 11r. Schaefer is the
General Manager of the FDIC Federal Credit Union. III addition, Edison
Silva, Manager of Financial Operations of the Latin American
Confederation of Credit Unions (COLAC), joined the team during the
third week in Costa Rica. Technical guidance and direction was
provided by Peter Marion, WQCCU's Regional Coordinator for Latin
America.

Field work T,was conducted from July 14 to August )., 1986. During the
ini tial two T,veeks) the eva,luation team focused 011 gatheri~,g
information th:::ugh 1) review of projec.t documentation, 2) interviev.!s
with all management staff of the IJational Credit Unicn Federation
(FEDEGREDITO), 3) disc.ussions '\/ith USAID officials, and 4) on~site

suryeys of nine credit unions. The last week was devoted to analysis
of the information obtained and preparation of a draft report.
Briefings for both the FEDECREDITO Board and USAID were held to
presen.t the Team's major findings and re~()mmendations. Appendix 6
contains the list of persons contacted and credit unions surveye:!.

The draft report was subsequently revised and edited by the evaluation
team. Comments and observations provided by both FEDECREDITO and
COLAC have been incorporated in this final report. However, the World
Council of Credit Unions is solely responsible for the views expressed.

BESTfjIjAILABLE. COP~I'
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II. PROJECT RESULTS

A. COMPLIANCE WITH PROJECT AGREEMENT

Authorization for the Credi t Union Strengthening Operational Program
Grant (OPG) No. 515-0189 was provided on July 16, 1982 at a level of
US$600,OOO for a period of four years.

1. Conditions Precedent

Prior to disburs,ement of funds, FEDECREDITO was required to proviqe
the follo'o1ing:

a. A financial recove~J plan based on realistic economic projections,
to include: savings mobilization plans; a more aggressive
capitalization program for FEDECREDITO; revision of present lending
and savings interest rate policies; alternatives to reduce and/or
cancel the dollar debt; and expansion of lending operations to the
affiliated credit unions.

b. Regulations gOV'larning the operation of the Revolving Fund for
Administrative Credi t in.cluding descriptions of procedures,
eligibility criteria, and lending terms· and conditions .

.Status: .With respect to tlie first condition, USAID engaged a
consultant to conduct the requi'red analysis and prepare. the recovery
plan. The report, entitled "Plan de Rectlperacic5n Financiera de
FEDECREDITO R.t." ·was submitted on October 15, 1982. It contained
recommendations to 1) recapi talize the federation r 2) inerease the
income and financial resources available ·to the .~ederation, and 3)
strengthen its administrative capabilities. .

Although the federation has taken a somewhat different course over the
life of the project, based on changing circumstances, the basic thrust
of the recovery plan has been followed. Capi talizatioll for
FEDECREDITO was. originally based largely on the loan actiyity
resulting f·rom the use of local- currency funds generated by the PL480
program. Although not received until 1984, these funds have been
disbursed and the projected capitalization SUbscribed. In addi tion,
the federation has capi talized on funds received from other sources,
including BID/COLAC IV and loans generated using its own capital
resources. As a result, the capital position of. the federation
already exceeds the estimate contained in tl1e recovery plan.

The federation has significantly improved its income posi tion such
that the organization is presently financially self-sufficient wi thout
reliance on external donations. This has been a result largely of the
deposits program that has enabled th'e.federation, along wi th its
member credit unions to dramatically expand the amount of financial
resources available within the system. At the same time, the
federation has bti~lt a: sound. aclminis'trative system, including

- 2 -

. ;:>

J .)



competent managers and staff, along with well-documented policies and
procedures for nearly all aspects of the organization's operations.

With respect to the second condition precedent, the federation
prepared its "Reglamento de Creditos para Gastos de Administraci6n" in
September, 1982, which included all lending criteria specified in the
grant agreement.

2. Covenants

The grant agreement also included three covenants applicable during
the life of the projec~:

a. FEDECREDITO would· not distribute benefits (dividends) to its
member credit ttnions.

b. The federation wQuld maintai:t savings and lending inceres": rates
at market levels.

c. Priority ~ould be given t~ use accumula~ed earnings. to offset its
dollar deot:.

Status: The federation. has largely complied with these :ovena~~s.

Cash dividends have not been paid out to me::lber credi t unio1'!.s;
ho·wever , dividends have be,=~1. add ed to tl:..2 Sf_are capi tal tIl?.': e:H:h
credi t union. holds i:2 FEDECREDITO. These sharf:s ca.n o1.-:1y ~'Je ·~:'thd.ra·.rn

upon tc~ination of membership. Al:hough the federation retains
effective cor~trol over the use of these. funds, as discu.5sei
sUbsequ~ntly in this report J the equi ty posi tion of ESDECRZDITO wet.1Id
~e be~ter strengthened by increas~ng reserves a~d retained earnings.

The fec.~rat:!.on as well as its member c.redit ~i·.)ns hav.e attempted. to
operat i2 on. .~ n:ark·.::;:-rate basis. It must be recognize'j, that th'~

federation has se~lera.l types of loan programs using r~~sources from
s.:yeral different sources. Hith its Ow'11 ft:Ilds~ the federa~ion 1,S

operating at or slightly above market rat·es. However, it also places
development finance loa:1s, using funds provided by AID and BID. These
rates are usually set so~ewhat below market rates in order to achieTle
specified development objectives.

Wi th respect to reduction of its outstanding dollar debt:, t:l.e
fede:-<1tion recci".-,~d someuna.nticipatad assistance from the Go-vernment:
of Costa Rica through legislation to provide relief to the credi t
ll."1ion sector ~ Dua to tIle dramatic devaluation that bega.n in 1981, all
organ:'zati.:>ns wi th dollar-denominated leans ~"ere faced wi th serious
losses. The governmental measure provided the a.ffected credi t unicn
organizations, incl1Jding FEDECREDIIO, ~ii th local currency to 0 ffset
these losses. At this moment, FEDECR.EDITO has more than sufficient
dollar funds to repay its outstanding dollar obligations. However, if
it repays in fUll, it will forfeit government assistance; thus,
FEDECREDITO is continuing to repay GCLAC accord~ng to the established
schedule.

/ ~
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3. Budget

The total cost of the project was placed 'at U5$l,158,985, of which the
AID/OPG of U5$600, 000 was to be nearly matched by the counterpart
contribution of U5$558, 985 in local currency. The proj ect budget as
shown in the grant agreement provided the following resources:

Table 1

PROJECT BUDGET

AID FEDEe. TOTAL

Li.ne Items US$ LC$ LC$ US$ LC$ TOTAL
1. Rev. Fundi

Coop. Admin. -0- 210,000 147.,860 -0- 357,860 357,860
2. F'EDECREDIl'O

Admin. 35,000 155,000 410,616 35,000 565,616 600,616
3. Technical

Assistan'ce 200,000 0 50~ 200,000 509 200,509

TOTAL 235,000 365,000 '558,985 235,000 923,985 1,158,985 .

Under the first line item: AID support was to be ,used for providing
loans to member credit unions in order for them to, emplcy qualified
personnel. The second line item provided salary support for FEDECREDITO
person..l1el and the purchase of equipment. The third line i tern 'rllas for
the prov~sion of technical assistance from COLAC, to include a resident
advisor and a number of short-term consultancies. Counterpart local
currency contributions from FEDECREDITO were .to support the ma1'"'~qer\en

of the admiaistrative credit program, as well as to complemerJ.t thE;
salary support for federation personnel.

Status: AID funds have been utilized nearly as budgeted. Actual costs
charged to each line item were as follows:

Table 2

COMPARISON OF BUDGETED AND ACTUAL PROJECT EXPENSES
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The counterpart contributions from FEDECREDITO were not accounted for
separately, and apparently the AID mission did not require this
information. Since the project provided assistance to nearly every aspect
of the federation's operations, a compilation of the total operational and
administrative costs provides an approximation of the federation's
contribution. For, _.the ...four . years 1982 .. through 1985, the federation
expended nearly "'c 46.'3 millio'n-- for·ci'perat{onil. and .. administrative costs,
or at an average exchange rate for the period of 42: 1 J about US$l.l
million,nearly double the required contribution amount .. Although some of
those expenditures may ha·~e been in "non-project" areas J it· seems clea=
that the budgeted figure of US$558,985 has been exceeded.

4. Implementation Requirements

Fe:- the gra.",t agree:nent, a number of requir(~ments ""li::re inc!.uded applic=3.b1.e
to project i~pleme~tation.

a. Admin.istrative Credit Program

Twenty-five credit unions were to receive loans by the ecd of th~

proj e,:t. Loans wa::e schedul ad for thr':e yea::s, ".-ri th repaY::1.er~t bel i:.u::.r'Le.
in the fourth year, at an. interes~ rate of lOi~. C:r':~dit unions v;e!"·~

.eJ':pected to hir'= three indi,riduals: a manager, an ac C 01.:l1.t an t a·..-.Lll an
agricultural extansionist.

Status: T'Wenty-:fiye credit urLio:r.~s _hav~ . receiv~d admi:1.istrati7€: cre:ii.t
loans. The loan t·er:ns have been shortened, generally to on.e year, :'n
order to accelerate the rotac5.on of tb.e'loan resources. Loan a.mQun1:s ha-.-e
been ir.-creased and' r~p"3.Yt1(~nts begun in:.meJiately. 7hese chE.:';.ges y'\~:'e

dl~signed to ir:·:r.ease the effectiV'en~s:~l c>f th~ prl)grC'.nl ror t:h-,;;
partir.~ip;:, ting creci t un!..cl1.s and ·.;ere approved the TJS~Iv oissi.c·n.

b. St::e=..gthening FEDEGRED:TO Admi::.':'.:-c.rat ',·le G,lpabiliti~s

~~= second project component addressed a number of areas, specifically:

(1) Improvement in FEDECP£DITO'S fin~lcial management systems a~d

procedures.
(2) Preparation of annual operating plans
(3) Provision of technic.al assistance to member cr·:dit unions

Status: The federat.:on has demc:n.st!"ate~ notab:a succ.ess in. e:'?:panding and
improving ies capabilities, l'~ot only to manage its financial services', but
to respond to the needs of its member credit unions with new services a~d

programs. _~ n~ber of comprehensive, well-designed mC:lrJ.uals haye been
deYeloped and disseminated to credi t unions governing all aspe,=ts of
c.redit u.i.ion management. The federation has utilized an intensive
diagnostic procedure to develop long-term p~ans, which among other things
set specific growth tar,gets for member credit Ul'"'lions while address ing
institutional deficiencies: These plans serve as the basis for the
technical assistance and training activities provided b7 the federation.
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c. Technical Assistance

The third component was focused on improving the areas of
administrative and financial management, planning, and credit
management. Funding was provided for one resident advisor and
short-term technicians in specialized areas as required. FEDECREDITO
would contract for these services with COLAC.

Status: Resident technical assistance-has been provided by COLAC for
the foury~ars of the project... Assistance has been provided in the
specified areas, with particular emphasis ·on· the development of. ,sound
financial management practices, an aggressive savings mobilization
program, and improved eredi t operations.. ... ,Short-term technical
assistance has been limited to 1) the Recovery Plan des/~ribed earlier
and 2) the development of an improved accounting system for
FEDECREDITO.

5. Reporting and Evaluation

The grant agreement called for quarterly reports
these have been provided without exception. The
thorough, containing information not only on
activities but on all aspects of significance
development.

from FEDEGREDITOj
reports have been
the AID-finane ed
to FEDECREDITO's

Annual evaluations were also prescribed, the first three by
FEDEGREDITO, and. an end.;..of-project evaluation by COLAC. The yearly
evalua~ions were not. completed. . A brief report was prepared for the
period 1982-84· which described the progress made in .qui te general
terms, and a summary report entitled "Informe de Progreso 1981-1936"
was prepared for a presentation to the USAID MissioIl in April 1986 ..

In summary it would appEar that the project has corJp1ied ",.;'ith most of
the conditions and requirements contained in the grant agreement. It
would appear that the USAIDI1ission permitted FEDECREDITO to ut1lize
f1exibi1i ty in proj ect .implementation, based. on changing condi tions
and needs, which has contributed to project success"

B. REVIEW OF PREVIOUS EVALUATIONS

1. Previous Evaluations

As noted above, only one evaluation was carried out for the first two
years of the project. This brief report covered the progress.made at
that point, noting the greater than anticipated· growth in key
indicators such as assets, loans, savings, and capital. It also noted
the factors that had contributed to the progress show, including· the
approval of loans from BID/COLAC, and BANCOOP using funds provided
under PL 480. The report did not elaborate on any problems or
constraints to project ir:lpleIllentation. To our knowledge, no specific
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comments or recommendations were provided on the basis of that
report.

2. 1983-87 Development Plan

Although not part of the prescribed evaluation process, the
evaluation/planning exercise undertaken by COLAe in 1983 pro"~"ided the
basis for FEDECREDITO' s development since that time. This extensive
process was divided into three distinct phases: 1) Analysis of
national econocic, legislative, and systemic factors affecting the
development of the credit union movement, 2) analysis of the strengths
and weaknesses of FEDECREDITO and its affiliated credit uniOhS, and 3)
preparation of a five-year develop~ent plan.

The plan presents a detailed prescription for develop~ent) focusing on
four major areas: 1) Member/Cooperative Development 3~d Expansion, 2)
Financial Consolidat:i:>n, 3) Str~!lgthening of Services) a::1d .4)
Strengthening of System Capabilities. Speci:ic programs ',i"ere defined
under ea.ch major area, inclj.!ding specific measurable goals for each
year of the: plan. T'J a lar'5e extent, FEDEC?.EDITO ar.d its men:.ber
credi t unicns have effecti..,ely uti:ized this plan as a guide, and have
successf"'.Jl1y met most of the specified go,?ls. FEDECREJITO has
expressed a:l interest in a similar development plan ,exercisE: to guide
their ef!orts for the next five-year period.

C. ACHIE"J3r-'rr::rn: OF PROlEST OEJECTIV"ES

As stated in thl=project agrl~err.ent J the basic objective of AID's
assis~ance yas to:

1. Improve the ad:ninist:::ar.:ive and operational capa~i:it:te.3 of
FED1:~CRED!TO•

2. Expand federation servic~s to Dlember credit unions.
3. Encourage the ad:)ptionof sOllij,d fina.ncial ar..d eccnomi~

policies by both the federation and its member credit tmion~

to permit them to become o?el"ationally self-sustained
enterprises.

1. Administrative and Operational Capabilities

FEDECREDITC's capabilities haye ~questic~ably improved as a result of
the project. The size of. its staff has about doubled, from 19 to ·40
in th.e past four years. Yet staff efficien.cy has improved.
considerably, as measured by an asset/emp:oyee ratio that has
increased ,from c 4.0 million per employee eo c 12.4 million from
December 1982 ~o December 1985. As measured by acadecic background
and training, the federation's staff has also improved. In 1982, only
one employee had uniYersity-level education; in 1986, the fed~ration

includes 19 employees wi th uniYersi ty training and 10 wi th technical
training. The staff is young, highly motivated, and willing to work
long hours. .

- 7 -
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The organizational structure is_ appropriate for the. ",.",f!J,;i,cJ~nt

provision of services to member credit unions .In ,addition" the
federation has been very active' in' formullitirig systems, policies' and
procedures for most operational functions. As" a result, .. ·· the
organization has been able to manage the tremendous ,growth in
financial operations thathas occurred- '---wi th.·_. -a.,.. minimum of
organizational stress.

2. Expansion of Services

Clearly J the federation has expanded the volume of services provided
to member credit uniolls. l10st notable are the financial services
pro"Tided, including the offering of a central liquidi ty facility to
absorb surplus credi t union funds, and the provision of credi t to
increase loan capital for productive purposes. To illustrate; funds
held by the fed,eration in deposits, mostly from member credit unions,
increased from c 38 million in December, 1982 to c 570 million as of
June, 1986. Similarly, the federation has been able to increase the
amount of loan capi.tal brought into the system from external sources,
again for the benefi t of its members •. This amount has increased from
c 32 million to c 112 million between December, 1982 and the present.
It has also' diversified the types of credit programs available,
enabling its members to choose the terms and condi t ions .mos t
appropriate to their credit needs.

The federation continues to offer high-ql1ali ty technical assistance
and training services. With the initiation of a comprehensive
diagnostic approach, the fed·eration has provided an extremely useful
to,ol for credi t unions· to' plan and manage their on-going deYelopment.
In addi tion, those rural credi t unions engaged in agricultural credi t
p.:-:):;rams recei-ve, specialized technical assistance to increase the
p:-:;d~ctivity.andincomeof project participants.

In. interviews "lith credit union managers and leaders, there was clear
e'vidence that the resurgence of FEDECREDITO as a stron.g' national
repre~entative .and service organization was valued, as were the
quali ty financial and development services that have been provided
over the past four years.

3. Self-Sustained Enterprises

At both .the national and primary levels, the respectiye organizations
have been established on a more solid financial footing. The
federation has been able to bolster its capital position considerably
over the past four years, such that its liability/capital ratio has
improved from 17: 1 to 7: 1 , despite the fact that the federation has
greatly increased its liabilities through the 'deposit program. Credit
unions have insti tuted similar deposi t· -programs, while protecting
their capital base. Given the considerable liquidity that has existed
recently, the credi t union system demonstrated the capabi1i ties to
capture a sizeable share of those funds.

BEST AVAILAdU: COpv - 8 -



The federation has used the S-Year Plan developed in 1983 with the
assistance of COLAC to guide its financial development. Specific,
realistic targets were set, using projections based on extensive
analysis of the national economy and the federation's strengths and
weaknesses. Annual plans are prepared to focus federation activities
on aChievement of plan objectives, to include specific goals for major
indicators, as well as cash flow projections. Through the diagnostic
approach mentioned above, credit unions have similar tools to manage
their growth and development.

The federation attained financial self-sufficiency last year if
donations and other non-recurring income sources are included. It
appears probable that FEDECREDITO' s ear:1ed income will be sufficient
to meet all costs incurred in 1986. For credi t unions t wi tr.. the
recent increase in liquidi ty, most haye been able to stabilize the
financial sit~ation. .

Of some concern, ho\.;ever i.s the fac t tha t many cre'ii t unions st i 11
maintain a mUltiple-services fu~ction, :ncluding sup~rmarkets,

pha:'1Ilacies, :'lrniture an.d hardware stores, agricultural st:pplies, a::d
other related acti7ities. In most cases, these acti,.,iti~s hav'e heell
only marginally profitable. Ob~,~ol..1s1y, t:hese actiYitie.s re'iuce t~1.e

o"lerall profitabili:y of th,.?se credit ~i.iOllS:l a711 if suffici::ntly
serious, could. j eopar:!i:~a their financi al s t,~bility. Th~ fe':'era t i':n
is well awar~ of this problem, but as yet cas not developed an
effective response.

In summary, it appears thac the objectives envisioned ~hen the project
was appro-ved in 1932 have been clearly achie'iedj 1:1 fact, FED~CR..ED::::'

and its me~bers have surpassed the expectatior..s of perhap·s its most
fervent s"'..lpP':Jrters. rf'ie should add, ho";ever, that c:,nside=aDle ~¥cr:J:

remains ahead in orde~ to meect~e risks and proble~s that may bec~~e

more prc::.ouncedby t~a.t ti:ne. Although the moverr.ent should COtitir..1':c,

t·~ explore De:","bu.::iness opportuniti,es, ,it s::Lo;.:ld f:>cus en the
consolidation of the progress made during the past four years.

D. DEVELOPMENT IMPACT

The original project proposal contained a number of
measure the dt~~lelopment itnpact to be achieved' "oy the
which \;as the end of proj ect c.:lntai:led in the proposal.
those estimates \oli th the figures obt,:lined as :>f June I

the follo·t.ring:

- 9 -
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Table 3

COMPARISON OF ACTUAL VS. ESTIMATED PROJECT
IMPACT INDICATORS

Indicator

Credit Unions Receiving
Federation Loans

Credit Uniorr Members

Annual Credit Union
Loan Volume (millions)

Affiliated Credit Unions

Actual Estimated Actual
June 1982 1988 June 1986

6 55 64

29 ,f 000 45,000 94,1.39

c 7.5 c 188.6 c 1,275.3*

26 55 50

Credi t Unions ~Ti th Full­
Time Managers, Accountants,
and Field Inspectors 10 45

* Balance of loans outstanding
~~* Particpant eredi t unions in administrative credit program
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Other measures were included as follows:

1. FEDECREDITO Self-Sufficiency

Upon completion of the last fiscal year ending in December, 1985, the
federation achie1'/ed financial self-sufficienc~ if donations and, other
non-rec~rring income sources are included. For 1986, it appears that
the federation will achieve full self-sufficiency. It should be
noted, however, that this will provide them with only a small surplus
to fund reserves and equity growth.

2. Signi fi t::.ant Impro~.rem.en~s i:J. Cred.i t,
Management

Financial, and Business

The increased management capacities of the e~tire movement are clear.
At both FEDECREDI'1'O and the c'redi t unions, greatly increased a-:lOU!1ts
of funds a~e being managed, and far more successf~lly. Of ~articular

ncte are tn.e deposits zr.anagedby the syste:u !";'~ich have incrl~a3ed. many
times over in the past four years. This is illdicati73 0:' tt'~e sy~:~m's

ability to raobili~le ~nd pla.::ethese funds at ra.tes often al:o'v'e !rdr~~e'::-,

levels, and the conf·idence teat t:l€ Gyste!!l has generated. In
addition, tha sys·terz: is le:ldil;,g at si.gni£icantly higher le\~e::'s \,.hile
incurring fa~ less serious problems ~ith loan delinquency. Lo~ns a~e

being increasingly chClnnelled into producti1Te enl::~~::.vors J ??rtic~:'arly

for small ·business ventures) based Or). a rigorous anaJ.ysis of tl:e
prafit~bility of the propos~d activity. The inc~a3sed e~trepreneurial
approa::h that is found throughout tha sy.3t·:::L has resul ted i:1 an
Ui1.1.tillingness to acce,t inefficient ·managerr.ent p:-a(:':.ices.

3. Mobilization of USS3 11illion in Loa::l Capital FrCl1 N~t1:L:m.al a.r...:
Internati-:>:lal Sources

FEDECREDITO has beensuccessfu'l 1r.. rrlobi15.zing fU:lds from BID/COL-tiC,
AIDlPL 450, aJ.'1.d GODESA, v/hich combined is slig'b:cly ocre than U$$3
million. These funds have been used for the mest part: to provide
loans at slightly below market rates to small farmers, thereby
reducing their costs and presumably stimu1a~ing investment.

4. Additional M~asures of Dev~lopment Impact

Beyond these sGmewhat limit'.ed measures of impact, ·"e should no te the
real impact that has occurred at the level 6f the individual member.
The movement nm\' serves about 16% of the population, a significant
figure in c~mparison wit~ most other Latin. American countries. Since
the project 1 s inception, membership has increased fourfold.
Increasingly greater numbers are being attI'acted into credit unio:ls,
in no small measure by the attractive interest rates being offered on
deposits. Per-member deposits increased from about c 9)600 in 1983 to
c 15,700 in 1985. At an interest rate of 14%, the average member has
received an additional c. l, 354 ,in interest income over th~t.· period.
Overall J an add! tional c 235 million' in interes t income was pUI:rpcd
into the national economy from credi t unions. during .tha t tl'.Jo-year
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period. .Credit unions have ,b.:nefi ted, f.rom.. ;.the inc.reased,liquidity -~.

within the national ec."onomy in recent" times. Yet they have been able
to· capture a portion for savings, thereby reducing the likelihood that
the excess liquidity would result in inflationary consumer spending.

The formation of domestic capital has long been recognized as an
essential ingredient for development. .This project has demonstrated
that'lower and middle income families can, in a modest way, contribute
to that objective if provided with attractive savings incentives, and

.. l if provided with assurance that their money is being safely and
efficiently managed. The savings habits that have been instilled, and
the system-wide improvements in capabilities and attitudes ,are likely
to be lasting benefits of this project.

E '. CONTRIBUTION TO USAID DEVELOP,MENT STRATEGY

The USAID/Costa Rica Country Development Strategy Statement (GDSS)
noted that in order to achieve one of its objectives of promoting
produ'c.tion, programs would be developed to meet the " . •• working
capital requirements of the productive private sector i.e., -industry
and agriculture". The Statement also noted that "lVlany small farmers
sti11 lack access to land, credi t and technology ••• Lack of credi t,
sharply rising costs of 'inputs, and lagging pl"oduct prices are
serio11s1y jeopardizing the production possibili ties ... " .

As part of its development strat~gy for' the FY 1983-87 period, the
l'1ission 'noted its· intention to " •. ~provide credit and teclL'"1.ical
assistance to farmers,. especially smilll producers J through an
extensive rural cooperati'"'le network.~' Clearly the FEDECR.EDITO project
,,,as considered a part of this program strategy. '

About two-thirds of FEDECREDI'l'O r s member credi t ,'unions' are found in
the rural ar"eas j much :-'6.[ the federation's programs and services have
been focused on these credit unions:'" They have been the major
benefactors of FEDECREDITO's administrative credit program.
Membership and savings growth have been strong among rural credi t
unions, and these have been the major recipients of external capi tal
intermediated by the federation, most notably the BID/COLAC IV, and
the AID/PL 480 loans. These, programs are specifically designated for
agricultural production pllrposes, providing loan funds at attractive
rates of interest and agricultural technical assistance to small
producers. These two loan programs mentioned above have enabled the
federation to provide c 87.3 millions in capital for agricultural
purposes, a figure multiplied several times over by the amount
provided by the credit unions themselves.

One of theFEDECREDITO system's most notable achievements has been the
mobilization of impressive amounts of deposits. These nlnds have been
used to finance productive activities such as small businesses in both
rural and urban areas. Clearly this capi tal has assisted in raising
the productive output of the Costa Rican economy, stimulating

- 12 -



employment and increasing income for a significant number of small
producers.

Of significance is the fact that this project correlates strongly with
each of the four "pillars" of AID's overall development strategy. It
exemplifies the Agency's objectives with respect to inst:tutional
development; a strong human and financial resource base has been
established within a system designed to provide continuing benefits to
its members. In a nation wi th a nationaiized banking system, the
FEDECREDITO system r,epresents one of the fev7 private sector
alternatives for financial and related services, particularly in rural
areas. It: has acti'Tely dialogued with national goyernment officials
to obtain policies more fa"lorable to private sector fin:lnce
institutions. And it has been a leader in stimulating the adoption cf
ne,.; technology). including not only equipment ,such as computerized
accounting and information systems, but policies that ,.;ill make its
me~ber credit unions able to successfully compete as b~siness

enterprises in the financial marketplace.

rtle sh,~uld also note tha t in a "r€.ry modes t way, the proj ec. t n:ay halle
contributed to allf~viation of the baJ.a!:,c:e-of-pa~en.ts p=:bl~r:;. ThE
above noted sayings THere mobilized from d(j~e3tic ;30urces, th.lt ~3,

cr.ec.i t lL~ion members, :ceduci:l6 the reliance 011 exte=nal capi tal to
financ~ small-scale. producti\J"a e.nd,=avc,::-s. Al thougil FEDEcr,EDITO
~xpects that exterllal financing ':oli.ll continue to bL:; req,uired to
fina.nce some of its developmr;ut a'.-:tivi ti.es', the cemcili tment tt: chrift
and the relIance on local resources ha.3 been so thorough2.y. in~:raine'j'

that external support is vlewed as only a co:nplement.

F. LESSONS LEARtrED

for d~rraloprtent practione:cs intere~ted in the developmen.t of
broa.d-based financial. insti tuti')l1s able to serve small-s!:e.':e
producers, thi.s proj ec.t has· ma:-.l.Y releY:lnt les3cns. SOIDla of t;le
lessons relate to the way in which the proj ect ~olas designed and
implemented. Others bec~~e apparent with the evolution of the
project, and in most cases represent continuing issues ~ith which the
federation must grapple. The following identifies thos,c lessons of
major significance to the evaluation team.

1. Administrative Credit Revolving Fund

The project design established a revolving fund t~ permit member
credit unions to attract and maintain qualified perso:mel. ~'1.is

approach Yas most successful in upgrading tha managerial skills
available for these local institutions. As it was a loan rather than
a grant, participating crl:di t unions had to show improved resuits in
order to justify this ~{pense to their members. Credit union
perform~ce has been measurably inct'eased, and loan repayments have
been made as scheduled. The evaluation team'recommends this approach
to building local institutions.
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One aspect worthy of further study is whether the loan terms
correspond to the realization of the expected benefits. A positive
cost/benefit analysis would suggest that the increase in credit union
profitability should at least equal the amount of the loan plus
interest. For most credit unions, the impact on profi tabili ty is
unlikely to be immediate, but would be realized several years hence.
Loan repayments should be set to correspond to this period.
FEDECREDITO's shortening of the loan repayment period, although not
resulting in any repayment problems, may have marginally reduced the
cash flow/profi tabili ty of the participating credi t unions for the
short term.

2. Market Interest Rates

The project has been a dramatic demonstration of the effect of market
interest rates in mobilizing local savings. With the policies
encouraged through this project, credit unions as well as FEDECREDITO
have offered marl:et, or in some cases slightly higher interest rates
on member deposits. In addition, a variety of terms have been
offered, generally ranging from one month to one year. Creai t union
members, mostly lower- and Diddle-income families, have demol1stra. ted
an interest-rate sensitivity, suc.h that d.eposits at the credit union
level increased from c 533 mill.ion to more than c 1,460 million
between 1983 and 1985 alone. During the same pter:lod, FEDECREDITO
d,eposi ts increased from slightly mere than c 65 million to nearly c
295 million. Domestic savings formation is possible, even among
small-scale savers , if they are provided with attracti '{Te incentives.

,3. Govenlll1ent Role in Priva te Sec tor Development

Although oftl:n yieved more as an obstacle than. an aid to private
sector development, governments can play amos t beneficial role as
shown' by the government of Costa Rica (GOeR). Active encour.agement
~~as provided to the development of the FEDECREDITO system, through the
passage of favorablc:! legislation, particularly assistance for losses
incurred on external dollar-denominated loans. In effect, the GOeR
recognized that these organizations were affected by economic
condi tions that could not have been foreseen at the time of the
original loan negotiations, conditions entirely beyond the control of
these private organizations. The government's actions In enabling
these organizations to overcome these' serious difficulties, as well as
its role in promoting and supervising the de'Telopment of the credi t
union movement while also respecting its independence, is a model to
be encouraged.

4. Loan-based Capitalization System

The federation relies almost exclusively on this system to increase
its 'capi tal base. Several distortions and risks are introduced as a
result. First, large and/or regUlar borrowers may find themselves
wi th excessive amounts of capital tied up in the tederat,ion, producing

/ ."
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possible dissatisfaction among these credit tmions, and in the event
of their withdrawal, a capital shortage for the federation. Second,
this approach bears no relationship to the capacity to meet that
capitalization requirement; smaller credit unions often have greater
amounts invested in FEDECREDITO than larger ones. Third, it burdens
the loan transaction, making it more costly J although this may not be
fully appreciated by the ultimate borrower. . Fourth, under present
conditions, capital raised under this method cannot keep pace with the
increase in deposits, meaning that over time, the federation's
liability/capital ratio will deterio=a~e.

The e"laluation team suggests that alternative or complementary
proportiol1al capitalizaticn methods J usi:lg same type of savir.gs or
asset-based approach, be introduced. in the the FEDECRJ=:DITO system, a:1d
designers of projects with similar capitalization requirements should
avoid sole reliance on a loan-based method.

5. Creation of Equity

In Costa Rica, as in most ()ther catL."1.tri2s, credit unil)n shares are
considered as p~rt of capital. Shares represent tte members'
o\mership of the insti tutic~1 and confer YC ting rights for ~!:.e ele:~ion.

of the Board. of Directors and other committees. At the sc.me time,
shares represent. 'chese member-ovll1ers' 'cla.ims on the assets of r:11=
cred 1t union or federa tion. Thus, like deposi ts J' they can t: e
T~i t::ldra~,·rn; the only c.i fference is that in Cos ta Ric3., 5har e ~,.;i thd:-a,;.;.=.l

,usually requires the. te:rminc..tion of membersh:'p in the organizat~on.

Yet, in the final anaiysis, the sl:al'f~s belong to the investir..t;
arganizatic·n or wember J no~ th,= recipien.t federation or cred.it ~1nlo!l.

In corr~ras~, the true equity of the credit union or fede=atio~

consists of its fre\~ ....eserves and retained earnings. Til~se al:c.()U~~t'3

hav,e no f~xtP.-";'~'~ ,c:.. dim. ,upon them and can be us~d for any legi::im,;lte
pcrpose decided upoti by the organization's leadership; Of particular
impor.tance is the use of equity to sllpport the organization's debt
structure and provide a "financial cushion" against pcssible losses.

Treatment of shares as equi ty overstates the capaci ty tel handle debt.
In the event of default on some of the organization's loans, the only
real sources of funds to repa~- its external creditors are itsreserv~s

and retained earnings. The organization cannot use its members· share
cap i tal to repay t'hese credi tors \--i tb.c'lt s ~rio usly underminin.g
confidence in the credi t union or federation as a seC:.lre d,epos i tory
institution.

A consequence of treating shares as equity is that the imperative to
increaSe profitability in order to adequately f~~d reserves and
retained earnings is reduced. Since present practices penni: equi ty
to be increased by raising share capital, this approach is deemed mare
convenient· than the more arduous task of increasing profitability.
While shares are an important source of capital funding, the true
equi ty strength of a credi t union or federation is found· in its
reserves and undivided earnings.

J .".

- 15 -



Greater emphasis on the build-up of equity, and not simply share
capital, is recommended in the design of future credit union and
cooperative development projects. The substantial share capital
accumulated by FEDECREDITO with project support does protect external
investors such as BANCOOP and COLAC, but risk to the investing credit
unions and their individual members is greatly increased. Only the
creation of additional equi ty, pri.marily through improved earnings,
can reduce this risk exposure and thereby enhance the security of
members' share savings.

6. Credit Union Non-Financial Services

Nearly half of FEDECREDITO member credit unions provide non-financial
services, i!!cluding agrIcultural supplies, groc~ry. and hardware
stores, pharmacies, and others. From our review of financial reports,
and confirmed in discussions with federation and credit union
officials, these services are relatively unprofitable. Further, these
services drain capital as well as scarce management resources from the
credi t union. Although it did not appear to be a problem in the
credi t unions visi ted, failure to maintain clearly distinct accounting
records may make it difficult to assess the profitability of the
different lines of business.

These services are pro'Tided in response to substantial member de:nand,
and it appears thc~y are genel"ally -..ralued and suppor-ted by the
membership. However, the dilution of the organization's profitability
resulting from these services, ·,.,~hj,ch if serious enough could ·threaten
the viability of the financial services operations, suggest: that
alternative structures be consid,ered, such a.s separate credi.t unions
entirely distinct from the credit union.

Experience from the Costa Rica proj ect suggests that futu!'e credi t
union development projects should discourage the establi.shment oJ.!: a
,wide array ,of non-financial services.

7. Computer TeclL~ology

Some of FEDECREDITO's member credit unions have already installed
computer systems; others are considering possible options. The
federation, having just installed its own system, has not been in a
posi tion to provide teclmi.cal assistance in this area, nor develop a
set of guidelines to ensure standardization .and compatibility.
Failure to act '\yithin the near future may result in a 'variety of
computer-based accounting and information systems that will be
incompatible with each other and with the federatioIl'S system.

It is clear that national organizations with a base of member
organizations, such as the FEDECREDITO system, must be in the
forefront of computer technology in order to ensure that an integrated
system capable of producing financial and management decision-making
data for all levels of the movement can be implemented.
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8. Project Design/Implementation

A useful lesson from the present project is that projects can be
successful without elaborate designs and rigorous implementation
requirements. A fairly simplified design was used for this proj ect,
defining a. small number of outcomes expected from a small set of
specified activities. The amount of resources was quite modest, just
U5$600,000. Of note is that USAID local currency resources were
creatively used to support local costs of the federation and the
administrative credit program.

In effect, although pro"rided wi th the resources, FEDECREDITO had the
responsibility for extricating itself from che precarious situation of
1982. The USAID mission monitored the project's progress, and
provi'ded advice and assistance as required, but the hard decisions had
to be made by FEDSCREDI:O. Wi th the abl,= assistance Qf the COLAC
resident advisor: the decisions taken proved to be appropriate.
Flexibility during the project's imple~entation, in res?onse to a
re-examination of existing circul'Ttstances, cont':."ibcted t,:) project
success. Under sinila~ circl~stanc~s, the evaluation tea~ ~ould

recommend a similar sim?lified design and flexiblr: i!r..ple::lsnta·ticn
a~proach.

9. Tec~~lcal Assistance

As described, the techl1i :al: assistanc.e, prov~c.ed :Jy COLAC 't,..·as
exemp1an.... Hot only did the resident advisor make s:gr..iflcc.7 r.
contributions, but nO':able mOl1i toring and· tec.!ulical. suppurt ,,:;.~

provided by th.:: regional org:iniz~tion. Since r!::J::CREDITO :'s a iT'.emb:::r
of GOL\C J a!; -well as a co::.-rm'ier, 50 t is c.l early in. CO:....~:,S· s Inte-res t ~:()

provids the support necessary to improve the mo·~·e~ent's tecr.r.ical ar:'.i
financial capabilities. In cCiltr?.st to ~on,-"..:r~~dit union co~sul':.in,g,
organizations, COL~C canno", permi"· ,",T' ~ I~. its membt:r organiza tions to
fail.

The vertical integration linking indiYidual crec.it unions to nationa:"
federations, which in turn are linked to regional confe1erations, and
then to the World Council of Credi t Unions, is one of .the real
advantages of the worldwide credit union movement. Not only· does it
increase the probability of specialized, quality tecm~ical assistance
being pro"ided for specific projects, but :'t ensures a !r..':2.sure of
ins'titutional sustainability UpO:l the termir...ation of extern21
assistance.

10. Project Participants

This project demonstrates. an axiom that bears repeating, specifically
that the qualities of the implementing participar~ts are perhaps the
cri tical factor to proj ect success. 1:1 this case, the commi tment,
enthusiasm, 'and hard work of FEDECREDITO's staff and leadership,
~upported by its member organizations resulted in a complete
turn-around for the movement within four years.
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Where are such .indiyiduals found? In this case, a conscious effort
was made to upgrade the federation's staff. Yotmg, university-trained
staff were recruited, with the skills and dedication required to make
a difference. Respected professionals ~¥ere sought to fill Board
positions. As noted in a previous point, the project placed the
responsibility for revitalizing the movement squarely on the shoulders
of the' federation. With capable staff and leadership, they were able
to meet the challenge.

It is often difficult for proj ect designers to identify in advance the
specific quali ties of intended project participants. Yet this more
than any other single factor will be the determinant of project
success.

G. GENERiili OBSERVATIONS/FUTURE DIRECTIONS

1. General Observations

The majnr points related to this project have been detailed in the
previous sections. In summary, the project effectively complied ~ith

the requirements stated in the grant agree;nent. Some flexibili ty iolas
observed, for example, ¥iith implementation of the administrative
credit program, and the annual evaluation requirements ·~ere not met.
As a result, there \,ere no previous evali.1ations for this temr, to
revi.e\o1 .

TIle objectiYes eof the project have been met. The federatiorJ. has been
restored to financial health. It has a solid base of 50 member credjt
unions, serving nearly 100,000 members. Growth iri key indicators such
as savings, deposits, loans, and asset~ has been exc.eptional at the
crf~d:tt union level, i.n part a re:sul t of the market·-level interes t
ra.tes used to increase deposi.ts. FEDEGREDITO has actively prorr.(.Jted
thf~se. effort, and has provided valuable technical assi,stance to
bolst,er the management ca.paci. ties of the mt~rnber credi t ,mions. Its
financial operations have mobilized additional funds for credit union
lending, both through its own deposit mobilization. program and through
the mobilization of external capi. tal. It should not be overlook~d

that the entire movement has benefi ted from improvements in the
national economy over the past few years, notably increased
employment, lower~d inflation rates, and increased liquidity;
conditions that have played no small part in the resurgence of the
movement.

The impact resulting from a strengthened credit union movement is
demonstrated by, among other things, the more than 50% increase in
per-member deposits and the estimated c 235 million in addi tiona1
interest income received by credit union members between 1983 and 1935

. alone.

The"'proJect has contributed to the TJSAID development strategy J most
notably through ~ the· .prov.ision of' financial services to rural
producers. Lacking access to credit and other services from
tradi tional financial, insti tutions, small farmers have' r~ceived
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assistance from" the nearly' half of FEDECREDITO's member credit unions
located in rural areas.

The evaluation team did not obs~rve significant constraints to project
implementation; in fact, proj ect management appears to have been most
harmonious and efficient. We would suggest a similar approach for any
future collaboration. We do recommend that ~valuations be limited to
two: mid-term and final, and that they actually be done.

T1:.e success achieved to date does not imply that there is no n,eed for
further concern. In fac.t, it the view of the evaluation team that
several risks e}:ist that J although not ca"..lse for alaru'l currently,
could become more pronom1ced within the next two years. Accordi~gly,

the evaluation tear. has consistently recoIl"JIlended to FEDECREDITO that
noy; is the time, 'while conditions' are fa.vorable ,l to c·~nsolic.ate th~

gains acn,ieved and to address ~.,..,eaknesses in the movement's .str.1cturE:,
systems, and policies.

2. Futu=e Directicns

a. Issues

It is cur view that the FEJEC?EDITO .sy:;ter.1 n:ust deal ;.-it!: a num~t:r ;:)f
cajor issues in order to move can~id~ntly inco the future. These t~ve

been described in some detail above; briefly these are:

(1) Capital Base

Most of the fe'ieration's caTjital cor.::" .~·:s tJf s·Jb.c;c~ibed as c~':~csed

to paid-i:l capit:al, mostly frcm :~f:d ~ - , ~;:.ion ·ch1rrO',.;!?:!.·s. Furth::::-:,
only 14;'~ of FEDECR.StITO's ruem'be:'s a,.. :::~.~::t for 5S~~ of its shan=s.
rr.e :ed,::!rat:on I s' financial posi::ior•.. :-.. p:tent.:!.a.lly t~'1rep >=r.:.~c. if
the st:bscribed sha:-es ::ire not paid .,::.n.-:/or if m'-Ju.L: sharel~olde:rs
choc'se to withdra'i';. Also, '~redit '~~':lon shareS are exp0.5ed to
relatively' high risks due t'J FEDZCP..E:;'::'O '.s rela t i vely 10'''; level 0 f
liquidity.

Specific items to be addressed include:

- Distortions caused by loan-based capitalizarion system
- Excessive reliance on subscribed capital

Need to increase equity by building rese=ves and retained
earnings

- Equity requirements for leveraging internal and external capital
Development of a proportional capitalization system

(2) Deposit Mobilization System

Rapid deposi t growth has increased system liquidi ty J tended to
depress earnings ar.d put pressure on the liabilitias-to-equity
ratio. The movement is now very much driven and exposed to new
financiai risks. Their reduction will require the, development of
substantially more sophisticated financial planning, marketing and
manage~ent capabilities.



Specific issues to be analyzed include:

Impact on liability/equity ratio of rapid growth in deposits
- Possible volatility introduced into system with reliance on

deposits for growth
Expansion of lending opportuni ties for market-rate capi tal
within/outside credit union movement

- Possible margin squeeze on federation and/or credit unions
- Risks in loans to private businesses and investments in national

exchange.

(3) Intermediation of Development Finance Capital

While this service remains importa.nt to many eredi t unions and
their members, it has become a relatively smaller po~·tion of the
federation's operations. To continue to provide credi t at rates
farmers and other producers can afford, the movement will have to
develop new sources of funds and/or reduce lending costs.

Items requiring examination include:

- Feasibili ty of accepting hard-currency loans/probabili ty of
obtaining GOeR guarantee fOJ:' devaluation risk

- Limi ted availabili ty of local currency loan capi ta·!, principally
BID and PL 480

- Continuing demand for development finance capital, particul.5.rly
by small farmers
Impact c;>n credit union stability/growth with reduced' flow of
external capital

(4) Non-Financial Services

The drain on credi t 'union resourc\~s, both financial and
manage:::'ial J post=d by 'the widespread provision of' non":'financial
services reduces credit 'mion profitability and could threaten
their financial stability. The movement has yet to clearly ~ecide

to either retain these services and manage them more efficiently,
or eliminate then, and concentrate solely on the· provision of
financial services.

Questions ~o consider:

Should member credit unions be encouraged to divest these
profi t-drainillg services that are valued by the membership? If
so, what strategy will be most effective? If not, what technical
support can be provided to make these services more profitable ..

(5) Computerization

The federation as well as several credit unions have begun
implementation of computer systems. Initial review indicates that
there is a substantial risk that a lack of standardization,
flexibility, and expandibility could occur, thereby. seriously

. limiting the.potential,benefits obtained from this technology.
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Issues to consider:

What strategy can the federation adopt to ensure that a) credit
unions make cost effective decisions with respect to
computerization, and b) the systems will be compatible to permi t
transmittal of financial, statistical, and management information?

(6) Planning and Deve~opment

How can the valuable tecbnical assistance, training, a:1d
development services provided by the federation be financed
without being largely subsidized by the financial operations? To
\I,·hat extent can dues and fees be ex;>ected to co·."er these costs?
What cperational adjustments ar~ needed?

(7) Savings Protection/Guaranty Progr~n

Can .9. program be established to protect t:lernLer savings and
deposits in th~ event of credit union liquidation? This may :e~d

to reduce the cost of funds and marketing expense for the movemen~.

(8) Expanded Credi~ Ser7ices

How can -t11e credi-t unio'r: system n:ef.:;t ~he large de:naIlj for c":edi c
tha t existr.l fo:: h~usi-:lg, small bus iness develo~>:1ent, and o~.:he~

critical n~eds? Are these c::'edic se:rvices Qossible \<fithin the
financial and rr.,anage~ia: limitat~.ons of crE:dit union? C~lr..
externa.l capital b~ identified te, meet this demand?

(9) Loan Protection/Live S:"vi::gs Progra::t

~{hat guidelln.es are needed to assure .the ac :11·3.::'13..... sound.:l'::ss of
this pr'Jgram? Does it ha've an a.pprcpriate fi:-..ar...cial ,stn:;C~1.L:-·'::~

including segrE:gation !~f prog::am assets, li3.bilitiasand ~apital

from other FEDECREDITO divisions?

(10) Credit Union Finaricial Condition

Credi t unions are FEDECREDITO' s principal clients and owners.
What are their financial abili ties to capi talize the federation
and purchase its financial and non-financial services? HO~J

significant is delinquency? 'dhat is the degree of :::c~1J."'lical

solvency?

(11) Federation Cost Containment

Row can FEDECREDITO control rising administrative costs? What
structural aajustments, systems modifications and cost a.ccounting
techniques are needed? HoW' can productivity be ireproved?

(12) New Services Development

A number of ne~7 ventures have been put forward, including the
development of· a banl~ing enti ty 1 expans ion of credit ser.,ices to

/ ."
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meet needs in housing and small business development, and
establishment of a program to protect member savings. Such
expansion must be anal~"zed against the risk of overextending the
movement •s existing human and financial resources particularly at
the federation level.

What financial services and products are needed by the current and
potential membership, at both the member and credit union levels,
which are not currently being met by the credit union system, but
are potentially feasible? How can system consolidation and new
services development be reconciled? What are the movement's
strategic objectives for market position and perfolnance?

(13) Cash Flow Management

The federation and its member credit unions will be subject to
potentially large swings in their deposit base with changing
national economic conditions. Placement of these funds may also
be subject to severe seasonal and cyclical fluct.ations. Increased
skills in cash flow prediction and management at both the national
and primary levels will be required to minimize potential risks.

(14) Asset/Liability Management

The federation "and its credit uI.d.ons r.1ay be exposed. to continuing
pressures on their spreads J due to the term structure of their
assets and liabilities. Increasingly sophisticated asset/liabi­
1i ty management techniques 'Will .be required to maintain adequate
margins throughout the system.

(15) Information Management

Although the federation has a relatively good informati.on base,
increp,sing c.ompetitive demands ,,,ill requ.ire this information to be
systematized for managementdecision~makingpurposes.

b. Recommendations for Future De'lelopment

Given these unresolved issues, and the potential risks' involved, the
evaluation team recommends a number of major business development
activi ties be' undertaken to assist the movement' s. future development.
We believe that such a program will not only define the strategies for
expansion into ner.., markets, but will .provide guidance for the
resolution of current and potential problems.

We recommend a program of continued development assistance incluc.ing
five major components in the following areas:

(1) Market Analysis and Development

An analysis needs to be performed to more clearly identify the
market segments best served by FEDECREDITO and its member credi t

unions and to design and implement a comprehensive market
development strategy. Ar~as to be addressed include:
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Individuals/groups not adequately served with financial service
Interest rate structures on savings and loans
Expansion of credit services and products to meet unmet
demands in small businesses, housing, and others
Demand for non-financial services/competitive alternatives
New products/services, particularly those related to computer
technology
Alternative promotion and distribution systems

(2) Fin~~cial Policy Analysis

This component would focus on resolution of the various f.inanci~l

issues discussed in this report, directed focusi:lg at both t::e
credi t union and. federation lev,els. Ini tial developr.:ent
activities would be undertaken·in the areas 0::

- Equity strengthening
- Capitalization methods
- Deposit mobilization strat~gies

- Spread analysis
- Pricing policies
- Asset/liability management techniques
- Credit/investment policies
- B=eak-eve~ aLalysis
- Fu~ctionalcosting

(3) FEDECREDITO 3ys t elI'~3 Development

Given the dram~tic expa~sion in the voll~e of busi~ess handled by
t1:e federat1on, and the possibility of L'1itiating rlE';,; busi:less
vent~res) a review of the Q~ganiza~ionts struct~re lS

:ecoIIunended. 'rh.e analysis fN'ould e:"amine staffin3 9at~\::r:ls,

f'jncticnal responsibj.lities, the imp.::.ct of computer t,:c:hnoluZY,
breakdo~Tn of d:rect and indirect costs, ~ork flo~, internal
systems and procedures J and other r'elated. areas to identi fy
alternati're structures appropriate to evolving reqtdreme~1ts.

Included in this study would be an analysis of the feasibility of
establishing a subsidiary banking institu~ion to expand the
federation's deposit mobilization capabilities.

Based on these analyses J and building on the successes of the
current proje~t, this component would assist ?EDECREDITO tc
co:.rtinue d,svelopn:ent of its inte=nal operatin.g sys terns. ~ni tia:
systems de'tlelopment activities would focus 0:1 cost accot:ntir..g,
loan protec.tion/life savings pre-gram operations, credit union
performance monito=ing and product develop~ent and marketing.

(4) Cooputer Systems Development

As st'ated earlier, it is imperative that adoption of computer
technology by FEDECREDITO and its member credit unions be
undertaken in a systematic fashion. This study would identify
system requirements, hardware and software options, net~orking
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options, data processing and information analysis alternatives,
and other factors to ensure that the systems to be developed
generate information in the most useful and efficient manner. It
should be noted that this study is not intended to establish a
single system, but to develop guidelines so that credit unions can
a) make intelligent decisions about the vast array of computer
options available, and b) ensure a measure of system-wide
compatibility.

(5) Savings Protection/Guaranty Program Development

Given the size of the movement, it is now appropriate to design
and implement adequate protection mechanisms in order to preserve
public confidence in the movement. The absence of any deposi t
insurance program means that members' savings are at risk if a
credi t uni"on fails for any· reason. This program component will
determine the feasibili ty of establishing a savings protection
facil! ty to serre member-deposi tors and, if feasible, assis tits
design, development and implementation. Experience in the
industrialized nations suggest that credit union savings
protection programs are key elements for improving management
standards and successfully compating in the savings market.

We Vie\f these program components as cri tically important to the
successful evolution of the movement. They build upon the impressive
progress registered during the pas t four years and .iill guide t.he
movement's future gro"'th a.nd developm~!.nt. Each of these components is
of the highest priority; it is hoped they could be initiated within
the next year. ·We encourage ·USAID to provide the financial resources
required to undertake them.

c. Central Financial Entity

The evaluati()n scope ~ 'V(..~~l."k :requested lin ;"lssessment of the
federation's capacity to function as the central financial entity for
the credi t union system. As described in this report, qui. te clearly
FEDEGREDITO is already performing that function. Its deposits progra'TI
serves as a mechanism to .absorb excess liquidi ty at the credi t union
level. These funds ·are ei ther' channelled back into the system to
credit unions' requiring additional loan capital or placed in loans or
investments outside the system. FEDECREDITO also intermediates
external loan capital that is channelled to the member credit unions.
Although some weaknesses exist, the federation generally performs this
function in an exempla17 manner. '

The introduction of the computer has opened new opportunities for more
efficient and responsive management. Reduced ·costs, narrowed margins,
and expanded investment options are possible, all signifying increased
income for credi t unions .and their members. In time, the FEDECREDITO
program could acquire the capabilities similar to those found in
corporate central credit unions in the U.S.
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The above-mentioned program components will provide many of the tools
for continued development of the national credit union central finance
system. We believe it is fundamentally sound at present. It
generates a major portion of the net income realized by the
federation. It has the potential to be even more productive,. and in
doing so will provide a considerable degree of financial stability not
only to FEDECREDITO J but to the entire movemerLt.

d. Productive Activities/New Employment Opportunities.

The scope of work also requested the identification of limitations to
the movement's capacity to further productive activities and generate
nev employ.nent. Al though limitations exis t, 'He believe tha\: they are
small compared to the opportunities available. The wovement is
serving a marke~ segment not generally served by other financial
institutions JI particularly small fa=mers and other rura.l I=r:ducers.
Without the crerIit made avai.lable thrlJugh tlA:.e credit union syst::TI,
these rural produce!.·s as ."rell as small entrepreneurs in urban ar~as

would be unable to initiate or expand their business ';;en':ures. T'h:~

credi t provided creates emploY'n:!.er..t no t only fo::- the bor:-oT~in~ ~e~ribe.r,
but has a mul tiplier effe':t: thro 11gnout th: commun.i ty.

In Cos t-s. P.i t.:a, as i:1 mos t cievelop:ng cotmt.:ri es, mos t econor:-.i c. al: t i ".-i ty
is carried out by small-sca!e producers. Generally unable to q~ali~y

for cr·~c.it fri):n tradi t.:"Jnal 'bar_1{i~lg i.nsti~:utions, t~ese sma.:l
producers constitute a market particularly appropria~e to crenl~

unions. The recom.1lended market de ....·elopJlent component sh,:;,uld ider.:.t:.f~:.

additional market seg~ents currently not. adequately s~rved by a~y

financial instit1.:ticn al:d, acccrdin;!.y, will id2ntify opport°..:niti:::.;·
i.'o:: tr.e movement to e:c;;:l=..nd i '':S impac t C:l prlJI:'uc to ':'/:1 a;ld em-ploj'nent.

P'Jtenti.3.1 factors that ~.TI.J::!l,j li~.-.i.: the movement' 5 exp;lllsion in~lt!cl,=:

(1) The ability of small producers to pay market rates fo:
credi t. In Cos 1:.::. Rica it. -J,3.S not..:d the. t ~cs t urb~m sma:'.1.
producers coul~ readily pay these interest rates, since t~ey could
pass them on to the ultimate purchaser. However, ag=icultur2.1
producers have little opport~ity to pass on interest costs, since
they have virtually no control over prices recei7e~ for their
produce •. It would appear that government regulation of prices for
certain basic food products also contributes to the lOT'j° p!'ices
received by the farcer.

(2) The above suggests that c:.\pital raised at: mo.rlcet rates rna:" not
serve the credit needs of agricultural l'roducers. The ability of
FEDECR:EDITO to mobilize addi tion'll development fU1ance loan
capi tal, principally from BID or AID will deter;nine its s:,i 1 i ty to
respond to th~se nleeds. Lacking add.i tior..al external funds, t:1.e
continuing involvement of the small farmer in the eredi t union
movement may be problematic.

(:;)) A limi tatlan found in nearly any product i ve cr.edi t program is
the capac!ty-tQ provide appropriate technical assistance. Without
the sl~ills and knowledge' to increase production or sales, the
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credit is of limited value. It is often difficult to find
individuals who can provide such assistance effectively, and in
nearly all cases, it is quite costly. FEDECREDITO and its credit
unions have provided some assistance to small farmers through the
BID/COLAC IV loan program. To what extent can this be sustained
without this support? Can such technical assistance be extended
to the thousands of small producers presently receiving little if
any technical support?

(4) Productive credit programs require additional credit
underwriting expertise in order to make sound loans. It is
essential for the credit union to understand the nature of the
business venture. Financing of businesses in new markets will
require enhanced management capabilities for. the institution. It
is unclear whether the syst\~m can readily generate these
capabilties wi thout ext·ernal assistance.

In summary, the evaluation team believes that th.e FEDECREDITO systerr:
is in a position to greatly expand its market, vastly increasing the
number of people served. Yet, a number I)f unr,esolved issues and.
problems suggest that: it must proceed cautiously. A number of major
program compont~nts have been recommended to consolidate the progress
realized to date and to assist the movement's future development.
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III. STATUS OF THE CREDIT UNION SYSTEM

A. FEDERATION LEVEL

1. FipancialArea

In order to understand better the development of the federation, .Tw~e

utilized analytic approaches w~hich divided the federati.on into cost
centers. We adjusted the income and expense statements and the
balance sheets to reflect these cost centers. These cost centers were
as follows:

o Central Liquidity Facility (eLF)

This part of the federation deals exclusively with monies
deposited by the member credit unions or other entities, and
loaned or invested for l1on-:-l"estricted purposes, usually at market
rates. It includes most of the resources genera~ed by past
operations, such as share capital. eLF fina.ncial statements are
included in Appendix 2.

o Dev~lopment Finance Facility (DFF)

This part deals \V'i.th "Usually below-market rate, subsidized lending
activities financed by loans and dept)si tS,from outside entities.
The funds for thes'e activities consist for the most part of PL 480
and BID/COLAC IV monies. These' funds are' loaned out to credi 'c

unions for their use in extending productive credit to theii
members. Dt'F financial statements are included in Appendix' 3.

o Hllman Resource Developml~nt (HRD)

This part deals with outreach institutional development and
teclmical assistance activi ty. Thi.s division also soiici ts and
maintains data on all affiliated credit lUlions. This division has
always been supported by donations and/or surplus from other
divisions. Recently the federation has begun, an effort to
increase 'the amount' paid by the member credit unions for the
services provided., HRD financial statements are included in
Appendix 4.

Included in each cost center is a divisional or departmental manager,
any' professional and support staff, and all costs normally charged to
those divisions and departments, as listed in their audited statments.

Jill other costs, such as the management of the federa tion, central
supplies, auto maintenance, etc., are treated as administrative
overhead. Overhead was distributed to the three divisions. Human
resource, development was charged 30% of the overhead. This is the
amourit which FEDECREDITO charges. The remaining overhead was
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distributed according to the number of staff in each of the remaining·
two cost centers.

The financial health of FEDECREDITO is first measured by its ability
to earn sufficient income from its financial services to support the
direct and overhead costs of those same activities,. The direct and
overhead costs of the human resource develop~ent (HRD) activities must
also be supported. A second level of fin~cial health is therefore
the ability to absorb those HRD costs as well. Finally, the financial
health of the federation is measured by its a'bili ty to retain net
earnings or equity at yea=-end, in order to support continued growth
and financial stability.

Before analyzing the fin.ancial records, the study team determi::led that
three sources of FEDECREilITO income should be e:-:cluded from the
primary me,asurem,~nt of financial health. These three are classifiable
as unearned income. They are donatil':':ls, :nc.o:ne fr:m '::-'he loa::l
protection/:i.if(~sa~,..iI'!.gs (LP/LS) program and the monies donated by the
Costa Rican gOYernment to repay the losses incurred by the fec.eration
during the 1932 deval".latior... All ~hree sources of income sha=e the
characteristic that they do not derive fro:r. the basic finaneial ane
r.elat~d. ac.tiV':t:ies of the. feder.:.ti:Ju. In addition, donation_~ ca~l.no:

nor:nally·. be counted on to c;ontinue indefini telY.I and the m:Jnies for
the dcvalua.t.icIl lO;:1sEs itlill be ending shor"cly.· Finally: the LP/LS
prog:-am n~t:=cls to be accour... tE;d for as a separate ,:ost cer..ter, all of
whose inco:r.e and expenses need to be h,s.r..dled sepa.rately and -wt...ose
rig,ks and ro:;se=""i~g requirelr.ents need to be analyzed thoroughly. In
fa.:!:, it is not clear whether this pro,gram is being operated on c.
completely sound actun:rial and fina:1cial basis.

Therefore, in order to obtain a more accurate picture of the fi~ancia:

he:.lth of FEDSCRE:JITO), ·~e estat!.ish?d t!:.e fo':'lo"'~:'ir..g methodology, Yie
calculated tor.al. i:l:ome for ec..cl-:. c':>st cente:-, excludi:lg c.oriaticr.s,
gO'lern.Inent: devaluation paYI·i.icl1ts, and the LP/LS progra~. This clears
the income and eJ~pen3e 'staterr.ents of s11ort-term, non-repeati:1g or:
possibl~ inapp=opriate income sources.

From this income ye subtracted the cost of funds relevant to the cos·t
center. This left the gross ma~gi~. From the gross margin we
subtracted cost center operating costs ~::cluding overhead. Note that
we also charged as an e~~pense any ccntrib\ltion to ::eserves for loc.n
losses. This left a balance which· we cal1,ed ·the adjusted margh1,
From this balance we then subtracted th~ overhead or indi=ect casts.
We called this remair.der the net operating margin to FEDECREDITO.
Finally, the profi t or loss was then calculated 'taking into account
the donations, non-repeating and/or special income.

For the purpose of our ana.lysis, ¥Ie differed slightly fr~m standard
FEDECREDITO accounting practices, and therefore have slight
differences between cur results and those of the federation. In
particular, as already mentioned, we e..~pensed all contributions to the
allowance for l~an losses, which was no~. the practice of the
federation mitil -recently. In addition' we treated the allo\lanCe for'
loan loss as' part of capi tal, rather than as a contra-account in
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assets. These di~ferences lead to' only minor differences in the final
results, but we believe give a truer picture of the state of health of
the federation. The allowance for loan loss has been growing, as it
should. It is therefore actin'g as an equity account. We believe that
the capital position of the federation requires careful study, and
llill discuss this issue at some length in section III.A.l.f.

a. Economic/Financial Evolution

FEDECREDITO has grown substantially since 1982. Beginning ~7ith assets
of approximately 75 million colones in 1982, it reached 495 million by
year-end 1985, as shown in Table 4. By June of 1986 that total had
grown even more, to over 810 million colones (see Table 5).

During the same period the composition of the assets changed as shown
in Table 6. In ·1982 only' l5~~ of the assets were in loans, while 35~~

were in cash and investments. ' The rest: was distributed among fixed
assets and a large account receivable from governmental recognition of
their devaluation losses. By year-end 1985 the distribution was quite
di fferent. 71% of the assets were in loans, while only 17% ilTere in
cash and investments. The remainder 'was in fixed ass'ets and o the::.'
investments, with little of the devaluation 'losses remaining to be
received. Substantial growth in the deposit base ill the first half of
1986 has increased the level of investments. In June of 1986
investments were over 36% of total assets, loans yTere 55%, as shown in
Table 7.

This asset history was matched by an equa.lly' impressive gro~.,th in
1iabill ties.' In 1982,' eredi t uniqn deposi'ts in :FEDEGREDITO funded
approximately 41% of tota:Iassets. By year-.end1985th.at perc.entage
had grmm to nearly 60'~ of a much larger base. In addi tion
FEDEGREDITO" had brought a substantial amount of external resources to
its member credit unions, though, in percentage terms that portion had
decreased. In 1982 ,ext,erna1 nC1 tes pa.yab1e were 36 million colones
(some of which was due to reval\Hition). By year-end 1985 that amount
had reached 116 million. This amount has remained stable ill 1986.

Assets were funded by a changing ~ix of lia.bili ti'es over the same
period. At year-end 1982 assets were funded by 40.6% deposi ts, 48.4%
outside loans, and 5.4% shares and other capital. By mid-year 1986
this had changed to, 69. 9% deposits, 18.7% outside loans and other
liabilities, and 11.4% shares and other capital.

Clearly, capital has grown substantially in the same period. From 4
million colones in, 1982 (just over 17:1 ratio of liabilities to
capital). capital has grown to over 92 million colones in 1986 (over
80 million by FEDECREDITO's method of measuring capital).

b. Economic Results

During the same period, the federation has managed to almost reach
self-sufficiency, according to our analysis. As noted in the section
on methodology, we define self-SUfficiency as the ability to operate
the financial and related operations wi thout a loss. This includes
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Table'4

FEDECREDIIO BALANCE SHEET
1982 - 1985

TOTALS 31-pec-85
B.!\LANCE SHEET (in colones)

Assets:

31-Dec:-34 31-Dec-83 31-Dec-82

Cash and c~ecking

In~,es tmen.ts
Loans, ~hort' term
Loans, long term
Othe= assets

10,016,108
76,124,568

244 , 552,212
105,616,788

53 , 406,689

2,689,087
17,352 , 3'1-9

142,517,9:·Q
67,665,831
51,053,261

8,593,361
19,081,366
36,995,037

3,464.,675
Li·5, OO'~, 319

1,300,G3:..
25,353,<;29

8,,:;',54,675
2,827 1 563

37 , !.~ 0 6 , -, C(J

TO"i:AL ASSE:S 494,716,365 2S11278,l~78 113,133,758 73,352,9;J1

Liabilities:

Passbook savings dep. 13,310,757 8,71J,015 3,080,562 2,.179, ~ll

Nott:s payable, s. t. 2/~ 1 57 7 ,.2 7 3 7,326,403 6,605,C16 S,lOS;~2"'i

Fixec. daposits, S. t. 280,300,583 139,997)193 62,354,633 28J/~lO.,.'31~·

Fixed deposits, l.t_ 1,'683,660 2,210,.305 ,33 I 'j08 tJ
N'o':t;S payable, l.t. 91.493:898 84,084,639 32,977 r16L~' 31,':'20f2:)~

Other liabiii~ics 23,423,190 12~, 223,616 7,295,265 It , 2-9 6 , : 7C

TOTA!.. LIABILITIF.5 434,794,366 25~~, 552,977 112,402 ,S/~8 : 1 :- 315 , .~.::. ~\

CapU.:al:

Credit union shares 3.!;.,932 .• 299 11, Ol+l, 3'~2 3,,2";;8,714- 2,329,3:'7
Other capital .3.C COWl CS 13,324,066 7,2.95,24.5 3.,575,252 2:9,000
Statiltory reserves l,78t.,751 1,067,175 467,874 736,751
Undivided earnings 2,008,049 1,359, Oll~ 121,079 382,399
Loan loss allowance 7,872,834 6,062,725 2,293,330 369,994

TOTAL CAPITAL 59,921,999

liabilities/cap. (FED). 8.2
liabilities/cap. (WOG) 7.3

26,725,501

12.0
9.5

9,696,249

14.9
11.6

4,037,461

19.3
17.7
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Table 5

ALLOCATED BAIJUiCE SHEETS OF FEDECREDITO COST CENTERS
JUNE, 1986

CENTRAL
1986 INFORMATION LIQ. FAC.
BALANCE SHEET (in colones)

Assets:

DEVELOPMENT
FIN. FAC.

HUMAN
RES. DEV. TOTAL

Cash and checl:ing 8,771,003 0 NA 8,771,003
In~,estments 290,821,215 0 NA 290,821,215
Loan,s 1I short term 245,836,385 37,368,821 NA 283,205,206
Loans, long term 89,459,235 70,93/+,.255 NA 160,393,5L:O
Other assets 68,491,546 5,1+96,716 HA 73,988,262

TOTAL ASSETS 703,379,434 113,799,792

Liabilities:

NA 817,179,226

Passbook savings dep.
Notes payable, s.t.
Fixed deposits, s.t.
Fixed deposits, 1.t.
Notes payable, l.t.
Other liabilities

18,599,476
o

550,423,037
1,325,000

o
42,030,167

o
29,358,113

o
o

82,452,753
o

NA
NA
NA
NA
Nt.
NA

18 t 599.,Lr76
29 J 358,113

550,423,037
1,325.,000

82,452~7?3

42,030)167

TOTAL LIABILITIES· 612,377,680 111,810.,866

Capital:

NA 724,188,546

Gredi t -: ":;n .~·d.a.res

Other capital accounts
Statutory reserves
Undivided earnings
Loan loss allowance

TOT)..L CAPITAL

liabilities/cap. (FED)
liabilities/cap. (WOC)

54,778,158
12» 339, 774
1,570,155
2,.229,058

10,892,450

81,809,594

8.5
7.5

7,486,6LI!t

1,586,502
.214,596
304,650

1,488,69 l ;.

11,181,087

11.4
10.0

NA
NA
ItA
NA
NA

NA

NA
NA

62,26 Lt,802
14,026,276

1,78 /+,751
2,533,,08

12,381,144

92,990,681

8.8
7.8

/ ..,
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• Table 6

FEDECREDITO BALANCE SHEET ASA PERCE~~ OF TOT.~ ASSETS
1982 - 1985

TOTALS 31-Dec-85 31-Dec-84
BALANCE SHEET (% distribution, asset base)

Assets:

31-Dec-33 31-Dec-82

Cash and checking
Inyestments
Loans, short term
Loans, long term
Other assets

TOTAL ASSETS

Liabilities:

Passbook savings dept
Notes payable, s.t.
Fixed deposits, s.t.
Fixed deposits, l.t.
Notes payabl~, l.t~

Other liabilities

TOTAL LIABILIT:ES

Credit union shares
bther capital accounts
Statutory reserves
Undivided earnings
Loan loss allowance

TOTAL CAPITAL

2. O~, 1.m~ 7 .3:~ 1. 7~~
15 .l~% 6.2% 16.2% 33.6~~

~~9 • 4~~ 50.7% 31..3% 11.2;(,
21. 3~~ 24 ,.l~' 7 •2;~ 3 • f!.';~

11. 8~~ 18 . 2~~ 33.1% 49. c'?;

100 . o:~ 100 • C1~~ 100.Oi; 10C • O:'~

'" ;~, 3 .1~~ 2 • 6~~ 2 • c. '..:. • , itt. .. I ~

:> • O~~ .2. -.5 ~/~ 5 • 6;:~· 6. 8~:

56 • 77~ l~9. 3%' 52 • 8/~ 37 . IX
J. J~' O. i3 5~ O. l~; o. c;,

18 • 5~~ 29.9% 27'. 9~~ L~1. 6;;

4. 7~' 4. 35~ 6. 2';'~ 5 . 7~~

87 .9% 90. 5~: at' l~{ 94.~j·;
J :J .

7 .1;' 3 01:"/ 2. 7~~ 3,1;';• ~ 10

2. 7~~ 2 • 6~~ 2.0% 'J • 3~~

o.4~" o.4~~ O. 4~~ 1.,J'%
o.4;~ O. 5/~ 0.1% O. 5;~

1. 6~~ 2. 2~~ 1. 9J~ 0, 5/~

12 .l~~ 9.5% 8.2% 5 I,:r/
• '"""!'/O

Capital, % liabilities
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Table 7

BALANCE SHEETS OF FEDECREDITO COST CENTERS
AS A PERCENT OF TOTAL ASSETS.

JUNE, 1986

CENTRAL DEVELOPrlENT HUMAN
1986 INFORMACION LIQ. FAC. FIN. FAC. RES. DEV. TOTAL
BALANCE SHEET (% distribution, asset base)

Assets:

Cash and checking 1.2%· O. O,~ NA 1.1%
Investments 41&3% O. O'l~ NA 35.6X
Leans, short term 35 •O,~ 32.8% NA 3·~. 7%
Loans, long term 12.7% 62.3% NA 19 . 6~~
Other assets 9.7% 4.8% NA 9 .l~~

TOT1\L ASSETS 100.0% 100. O~~ NA 100.0%

Liabilities:

Passbook sayings dep .. ;; • 6;'· 0.0% NA 2. 3~~

Notes payable, s.t. 0.0% 25 • 8'~ NA 3.6%
Fixed deposits, s.t. 78.3% 25. 8~~ ITA 67.4%
Fixed deposits, l.t. 0.2% O. O~~ NA 0.2%
Notes payable, l.t. 0.0% 72.5% N.A. 10 .l~{

Other liabilities 6.0% 0.0% rIA 5.1%

'.rOT.AL LIABILITIES 87 .l~;~ 98.3%, NA 88 • 6;~

Capital:

Credit union shares 7 • 8~' 6.6% NA 7.6%
Other capital aCcollnts 1.8% 1.5% NA 1.7%
Statutory reserves 0.2% 0.2% NA O. 2~;
Undivided earnings 0.3% O. 3~~ NA O. 3~~

Loan loss a11o'tTance 1.5% 1. 3~~ riA 1.5%

TOTAL CAPITAL 11.6% 9.8% HA 11. 4~{

Capital, to liabilities 13.4%
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the need to support the human resource development activities, but
excludes donations, devaluation payments, and loan protection/life
savings income. Table 8 presents FEDECREDITO' s income and expenses
for the 1982-1985 period. Table 9 shows the first half results for
1986.

The federation shows a small surplus at June 1980 after these factors
are ta~~en into consideration. It is important to note that donations
have formed an increasingly small proportion of the federation's total
revenues, falling from a high of 13% in 1933 to a low of 2% in 1985.

FEDECREDITO's earni~gs have i~proved steadily during the 1933-1936
;;>eriod as sho"wn in Tables 10 and 11. 'l't...e gr:lSS 111terest ma:rgill
calc~Jlated as a percent of average to tal assets has ;·;ide::ed from a·
negative position of -2.1% i~ 1983 to a positive 3.4% in 1986. A~ th=
Salne title, net opera'tir!.g '~o:sts have. fallen from 6.3~~ to or..ly 2.:"~~. 4~S

3. rest:1t, the operating margin has increas~d d::a.rnatically, r:sir~~ fr0Ti
-8.4% in 1983 to 1.2% in 1986. The net margin, before unearned income
rose frciO -lOJ,,7' to O.l/~. T:-te adj'.:sted net ma.rgin, l,;.b.ic~1 :'ncluc.,~s

unearned income J ros e from 0 .1~~ to 0 . 9~~ du:-ing the pe:.:-ioc.
FEDECREDITO has clearly bef;n effe~ti\r,= in tu~"nlng aro'lrl.d its operating
positf.on.

r~. Structure

T:1e tean..1 cevel(;~ed cost cente= a:ld con~;Dlid.;..ted bal~nce .sh~,:'C ::i71cl.

inc0me and expense state~llel'1ts for' "the federat~.')n) based upon D:=l!Ore
and after closing data provided by the f~de~a~ion. (T~~re are certai~

minor differen~es bet~N-een these state:nr::-lts and the t-:d.:r.3:::or.. ' S.I vhich
will be refer!"ed to as nece.ssary in. the r=port). All fix;:d ....r.d
r,;.~')n.-~al"ning aSS2 ts ~..-et'':: ~2.s tr i '0 ~t ed. ac.c,.::rding ~o d.lE: n:.:. es e:~(:; .=..3 i::.led
preY:ously, as ~·;er.e al.L 07e:rcee.Q expe::.ses..?. .. 1 ad..."'.::nLstl·::.tive
division COS~3 are t=eated as overhe~d.

~ur ~nalysis rearrang~s the balance sheet by ~o7ing the provision far
1003.11 losses :reo a contra .~c..-:ount in assets to capital. By t:Li=ati:lg
teis account as equity, we get a differe~t picture of t~e federation.
Total capital, including shares, becomes 11.5;" of assets inscead of
10%, a relatively small difference. But tota~ equity, that is, the
portion truly owned' by t~e fede~ati~n instead of the credi t unions,
reaches 3. 7~~ instead of 2.2% of assets, We will discuss the capi ta:
and eqcity distincti~n in section f., below.

A significant structural issl:.e arises due to the curren~ practice of
the federat:ion with respect to raising capital. The federation's
capital consists mostly of member s::J.ares. These shares are raised
through a "forced capitillization" program "'"here c;.·edit unions which
borrow are obliged to purchase a certain amount of shares. These
shares are also in their great:r pa=t fine-need by the federation
itself, through loans it makes to its me!nber credi t lmions. ThO.3 e
loar..s have a relatively long term. About 60% of the capital of tl1e

. f.ederation is currently in this form of subscribed but not paid-in
capit.al.
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Table 8

FEDECREDITO INCOME AND EXPENSES
1982 - 1985

TOTALS 31-Dec-85 31-Dec--84 31-Dec-83 31-Dec-82
OPERATING STATEMENT (in colones)

Loan interest inc. 60,161,818 33,751,817 11,596,288 2,875,701
Investment interest inc 16,424,914 3,462,488 4,699,925 3,392,421
Commissions 6,590,339 3,259,245 637,128 131,It 19
Other income 3,198,595 1,814,446 2,274,338 3,149,663.

TOTAL INCOME 85,493,613 ·42,046,850 19,207,679 9,570,885

Cost of funds 65,127,614 32,907,219 18,287,364 5,398,338

GROSS 11ARGIN

Persorme1 cost
Operating expenses
Other expense

20,365,999 9,139,631 920,315 4,172,547

7 , 617.,132 4,239,988 2,769,751 500,284
3,986,354 2,996,4·39 2,631,359 1,227,957
1,059,317 4-31,031 261, 36L~ 928,077

DIRECT EXPENSES

Loan loss provision 2,416,334

7,667,·453

3,163,170

5,662,474 . 2,656, 3L~8

113,826

ADJUSTED MARGIN

Indirect costs

======================================~~~,===========

5,236,862 ( 1,690,997)( 6,665)495; .1,397,373,

8 J 0'+3 , 289 l~ , 057 , 797 3 , 357 , 083. . 2 , 154 , t. 87

=======================================~=============

NET OPERATING MARGIN ( 2,756,l~27)( 5,748,794) (10,022,578) ( 757,314)

Donations and other short term sources of funds:

Donations
LS/LP program
Exchange loss reimburse

1,617,046
2,957,903
1,643,006

2,981,927
1,631:881

'~57,973

3,950,256
594,309

5,530,638

137,532
178,487
712,330

====================================================
GAINS OR (LOSSES)

TOTAL INCOME
TOTAL EXPENSES

3,461,528

91,711,568
88,250,040

( 677,013)

47,118,631
l~7 , 795., 64 /i-

52,625

29,282,882
29,230,257

271,035

10,599,234
10,328,199
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Table 9

INCOME AND EXPENSES OF FEDECREDITO COST CENTERS
JUlIE, 1986

CENTRAL DEVELOPMENT HUMAN
1986 INFORMACION LIQ. FAC. FIN. FAC. RES. DEV. TOTAL
OPERATING STATEI1ENT (in colones)

Loan interest inc. 45,650,782 6,916,403 0 52,567,185
Investment interest inc 19,417,130 0 0 19,417,130
Commissions 3,309,516 2,467,874 0 5,777,390
Other income l.Z2,347 .77,114 1,299,150 1,798,611

TOTAL INGOi'1E

Ccst cf funds

68~799,775

55,511,025

9,461,391

5,388,909

1,299,150

o

i9,S60,316

60, 8?9, 93 ft

GROS S t-LARGIN

Persorule1 cC's t
Operating expenses
ether e;,pens e

13,288,750 4,072,482 1,299,150 18,660,382

1,367,666 1,0911)132 1, S7it, 191 4)335,')~~

575~939 461,551 8·~9, 267 1,837,75";
3l~ J :23 92,020 G 126,2.''+3

'DIRECT EXPENSES

Loan loss prevision

1, 6i t7, 7C4 2, 7~1..3 ,458

o
====================================================

====================================================

ADJUSTED r,r..~RGIN

Inc.irect costs

NET OPERATING ~~RGIN

.4,879,810

3,270,354

1,847,336 ( 1,424,303)

390,979 2,473,195

956,857 ( 3,897,503)

~'-I - _., ' t' , ..,

I) , J J .: , tJ ';, .:.

8,2~3,93'::'

329,708

Donations and other short term sources of funds:

Donations
LS/LP program
Exchange loss reimburse

o
991,500
583,J77

o
181,033
106,461

92.2,704
o
o

922,70~

1,li2,533
689,538

===============================================:====
GAINS OR (LOSSES)

TOTAL INCOl1E
TOTAL EXPENSES

4,844,931

70,374,352
65,529,421

1,244,351 (

9,748,885
8,504,534

2,221,854
5,196,653

3,114,483

82,345,091
79,230,608
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Table 10

FEDECREDITO SPREAD ANALYSIS AlID FINANCIAL RATIOS
1982 - 1985

TOTALS 31-Dec-85
FINANCIAL RATIOS (asset base)

31-Dec-84 31-Dec-83 31-Dec-82

Interest income
Cost of funds

19.7%
16.8%

18.6%
16.5%

16.8%
18. 9'~

NA
NA

INTEREST MARGIN

Dir. opere expenses
Ind. opere expenses
Less non-into income

3.0% 2.2% -2 .1~' NA

3.3% 3.8% 5.9% NA
2.1% 2.0% 3.5% NA

-2.5% -2.5%. -3.0% NA

NET OPEP~\TING COSTS

OPERATING MARGIN

Loan loss provision

NET·NARGIN

0.1% .

O. 6~~

-0.5%

3.3%

-1.2~~

1.6%

6.3%

2.0%

-lO~4%

NA

NA

NA

NA
======~================~=======================~====

,Unearned income

ADJUSTED NET 11ARGIN

1. 6~1o
? ··rn... :>h

-0.2%

10 •4~~

NA
=~=~===========~===================================================~========

Earning assets/liabilit 98.0% 89. 4~~ 57.4% ... ., lO/
• "':",;J .

Loan yield 21.5'~ 26.47; . 40. 9~~ NA
Investment yield 35.1% 19. o~,. 21.2% . NA
Cornmisions/loans 2.4%. 2.5% 2. 2~~ NA
Cost of funds 18.9;' 17.9% 19.9% NA

Expenses/income 96.2% 101.4% 99.8% 97.4%
Ind. costs/income 8.8% 8.6% 11.5% 20.3%
Loan loss prov./income 2.6% 6.7% 6. 6~' 1.1%
Personnel costs/income' 8. 3~' 9"0% 9.5% 4.7%
Expenses/fin. income 106.1% 118.1% 172.6% 161.4%
Ind. costs/fin. income 9.7% 10. O~, 19.8% 33. 7'7~

Loan loss prov./fin. in 2.9% 7.8% 11.4% 1. 9~6
Pers. costs/fin. inc. 9.2% 10.5% 16.4% 7.8%

Income/average assets 23.6% 23 • 6~' 30.3% NA
Earning assets/assets 86.2% 80.9% 54.6% 48.6%
Ind. costs/avg. assets 2.1% 2.0% 3. 5'~ NA
Adj" net margin/avg. as 0,.9% -0.3% 0.1% NA
Donations/avg. assets 0.4% 1.5~' 4.1% NA

Fers. costs/Dir. costs 65.6% 58.6% 51.3% 28.9%·
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Table 11

SPREAD ANALYIS AND FINANCIAL RATIOS OF FEDECREDITO COST CENTERS
JUNE, 1986

CENTRAL
1986 INFO~~CION LIQ. FAC.
FINANCIAL RATIOS (asset base)

DEVELOPMENT
FIN. FAC.

HL11AN
RES. DEV. TOTAL

Interest income
Cost of flmds

24.1%
20.6%

11.8%
9 .2~~

NA
NA

21. 9~~

18.6%

INTEREST l"'..ARGIH

Dir. opere expenses
Ind. opere expenses
Less non~int. income

3.5% 2.6% NA 3.4%

0.7% 2.8% NA 1. 9~;

1. 8~~ 1.5% NA 2. 37~

-1.4,; -4.4% NA ,., .: Cf,.
-,- • ..J''''

1'fE'! OFE?~.TIllG COSTS

OPERA:ING ~.A:;:GIn

Loan loss provisicn

1. 2~;

2.4%

-0.0%

2. 6~,

1.0'%

NA

NA

NA

NA

1.2Z

, 1 ~I_ .. __ ~o

==========================================,=======:-:"=======
UC.ear~ed inc.ome

AJJUSTZD NET t"I.ARGIN

O. 6~~ o. 5~~ NA O. ,~~,:

~=======~===================================;==============================

/ J

:~~~ing asset-. ~iabilit

.~c...~n J "'l;~a

:n~r,es tmen~ )"'1 elu
G..:munisions/ loans
Cost of funds

Expenses/income
Ind. costs/income
Loan loss prov./~nc.ome

Personnel costs/income
Expenses/fin. inco~e

Ind. costs/fin. income
Loan loss prov./fin. in
Pers. costs/fin. inc.

Income/average assets
Earning assets/assets
Ind. costs/avg. assets
Adj. net margin/avg. as
ponations/avg. assets

Pers. costs/Dir. costs

BEST,AVAILABLE COP\'

102 • 2~~
20. 6~~

13.4%
1.5%

23.9%

93.1%
6.9%
4.5%
1.9%

95.8%
7.1%
4.6%
2. O~~

26.1%
89.0%

1.8%
1.8%
0.0%

70.3%
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96. 9~{

NA
NA
NA
9.4%

87.2%
9.1%
5 . 9~~

11. 2~~
90.6%

9.5%"
6 .1~~

11. 7~;~

16.7%
95. 2~~

1.5%
2 .1~'

0.0%

70.3%

NA
NA
NA
NA
NA

233. 9~'

111.3%
0.0%

84.4%
NA
"""1'1n.

NA
NA

NA
NA
NA
NA
NA

68.8%

NA
NA

21.C''1~

. 96. 2:~

10. ,j'1~

4.5%

lOl. 9/~

10 . 6~~
4.8%
5 • 6~~

25.1%
89 • 9~{
2. 5 ~~

0.9%
0.3%

69.7%



So long as the member credit unions pay, this procedure can work.
However there is the risk that economic conditions may change. In
that case'the credit unions may not receive their payments, and will
in turn be unable to pay the federation. If this happens, both the
capital base of the federation and its loan portfolio would be at
risk. Furthermore, ownership of the federation, as represented by
shares, is currently in the hands of a small minority of· the member
credit unions -- those that have borrowed the most over the past four
years. Ibis concentration may not be healthy in the event of economic
reversals or political differences.

This loan capitalization system, despite its weaknesses, has played an
important role in FEDECREDITO' s turn-around. It enabled the
federation to build a capital base rapidly and thus leverage
adqitional external resources to increase its earnings. From the
point of view of external investors, this share capital is indeed
equity and protects them from possible losg'l:!s.. From the point of view
of the ,investing credi t unions;l however, such leYeraging in the face
of FEDECREDITO's relatively low level of internal equity (total
capi tal minus shares) significantly increases the risk of capi tal
impairment (technical insolvency). ~lhile this risk-taking was
undoubtedly necessary in the crisis of 1982 J it is now time for the
movement and the federation to reduce their exposure by increasing
internal eqtli ty.

A related structural issue is that the development finance facility
has been the main source of the forced share 'purchases. However the
DFF has Ii ttle abil'i ty to absorb the relatively high-cost share
capital vlhich has been generated'. The excess funds instead have been
used in support of th,e central liquid! ty facili ty, which has in turn
generated less s~are capital.

As can be see~.. in' Table .4, 'o/hen total capital in the DFF is allocated
in a 1: 10 relation to DFF liabilities, total funds (liabili ties and
capi tal) exceed to,tal assets. TIle difference, 8 .l'~ of DFF assets, are
invested in the CLF. As a result, eLF assets exceed eLF funds by 1.3%
(the CLF is much larger than the DFF). In effect, the DFF is
financing a small portion of the CI.;F. This exercise is only
illustrative, but does indicate the need to analyze the capi.tal needs
of the federation more closely. Too close a reliance on a simple
consolidated balance sheet approach to capital needs may mask a
potential capita1'deficiency~

d. Compliance with Policies

The federation has adopted a series of financial, policies ~which are
fairly well descri.bed. Th.ey require a liabili ty-to-capi tal ratio of
10: 1 ma..'"{imum. FEDECREDITO ,currently complies wi th this policy. It
also has a policy of placing 70% of its loans in productive loans,
which is not currently met. The demand for credi t at FEDECREDITO' s
rates is low among credit unions. There is a high demand for credit
at subsidized rates, but sufficient low-cost funds are not available
in large quantities at the moment. Furthermore, there is only limited
capa~ility for absorbing more funds J partly because obtaining
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additional subsidized funds for lending" would put the
liability/capital ratio in jeopardy. In short, under current
conditions, meeting this goal would be difficult.

The federation has a policy of charging commissions on loa~s.

Commissions in the marketplace are generally between one and three
points. The federation generally follows market practices.

The federation has a policy of preferring to lend on a wholesale basis
to credit unions rather than directly to private borrowers. It has
been successful in reducing such direct loans as a proportion of its
total loan portfolio. Due to low demand for market r,~te loans a=.ong
credit unions and the high amount of deposits that FEDECREDITO has at
market rates, the federation is unable to eliminate nvn-credi t union
lending. It is not clear that reducing highel· return loans, such as
those to the private businesses, is appropriate.

The federation has a policy of maintaining liquidity. I'.:: does this
through its investments in shor~-ter!Il instruments of varIous types.
There Is a more complete analysis of this in the sectior.. on D'8:?":Jsit
Mobilization.. In general they are successful in n:aintaiuing adequa t e
liq'l4idlty ..

TIle federat:on has a r.etff policy' a f requlri~g cr~~di t u..~iQns t: depcsi t
in the federation lO~~ of their O';o,o'"n ~leC:·t"sit :la:Jc J and 'C:) de;:o;3it
aIl~:rwhere (including the fec.e=ation) an. additi()nal lO%. The credi'.:
unions havr; b;aguJ'? cCIDJ.)lLa.!'.ce. The pollcy is too ne-.. to f~.111y rr..::?sure
its impact: 1u aggregate tenus, liquid inves tments by cre'd"i t unicns
totalled 39.7% of, tt:eir 'deposi ts at year-e;::d 1985 ane their
in'lestm~ntr~ in FEDECR.EDITO TOTALED 20. '2~/~ ..

e. Financial ResourCd R~qui=e~Ents

Accurace estimation of the financial resources ~equired by the
FEDECREDITO syste:n requires an in-depth market study, id.~ntify:tng

crf~ditw-o:-thy borro~Tt;rs and credi t unions, analyzing their deb t

carr:ring and repa:rnen: capacity and estimating the demand fer funds
segmented according to the type of asset to be financed, loan term and
interest rate. Such a study is beyond the scope of the present
evaluation although we haye a.ttempted to estimate the mcvement' s"
current absorptive capacity., FEDECREDITO will ret;uire a.dditional
technical and financial resc.urces to undertake such a market s:udy j

sUPl'ort for it from USAID "tiould represent a so:md in-~'estme:lt: in ~:1e

future of the national credi t 'u."'lion sys'tem.

It appears eYident tha.t the credit u.~ion movement is curren:ly in a
surplus posi tion regarding the supply and demand for short-term flmds
at market interest rates. The survey of credit unions indicated,
however, 'chat there is considerable (if unquantified) unmet demand for
longer term financing, particularly in the housing and small business
sectors. These require substantially longer terms and thus access to
savings and- capi'tal funds not currently mobilized by the credit \L.~ion

movement at the local level. FEDECREDITO' is now the 'principal
mobilizer and. int;ermediary of such e~ternal funds. The federation

/ ~

BESrAVp,,/Lf:EU'- COP',,-
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will require additional support to assist credit unions to develop
appropriate long-te~ savings instruments which can finance long-term
loans; this is another area where USAID support can be of critical
long-run benefit.

FEDECREDITO will also need to increase its access to institutions such
as pension funds, insurance companies, the Cooperative Housing
Foundation (CHF) and others which possess adequate long-term resources
but lack the retail. distribution system of the credit union movement.
Several other credit union federations in the region have now
successfully implemented CHF-funded, lO\7-cost housing finance programs
and the movement would be benefited if similar arrangements can be
developed in Costa Rica.

FEDECREDITO has the financial ability to absorb about 200 million
'colones in addi tfonal liabilities and still maintain a 10: 1 ratio of
liabili ties to cap! tal. HO~lever the ratio of total claims
(liabilities plus credit unions' shares) to equit;).. is about 25:1, a
much more risky level considering current uncertainties about the
Costa Rican economy and the lack of delinquency experience in the loan
portfolio. .

1'110 major constralnts exist to expansion of the credi t union system's
long-term lending operati()ns J even when resources are obtained. These
ar.e the liablli ties to capi tal and total claims to equi ty limi ts noted
above and th£": loan-making capability of indiyidual credIt uniollS.
Long-term lending' requires much more in-depth financial. analysis of
repayment abili ty al1:d careful e·stablishment of loan securi ty
interest. FEDECREDITO will need resources to develop apprppriate loan
underwriting guidelines and' procedures at both the -federation and
credi t union leY,,"els II Th,e mov€;ment will also. need to c0ntinue
strengthening its equity position at both levels to absorb the
additional risks which are inhereat in long-term lending J even 'I:~;i th
improved collateralization.

USAID/Costa R1.ca could further expand the :FEDECREDITO system's· abili ty
to mobil~ze long-;te;rm savings by fncreasing the federation's equi ty
base. A grant of seed capital to FEDEGREDITO' s equity could be used
to leverage additional savings on perhaps a 15:1 ratio, thus
minimizing both the level of USAID resources and short-term pressures
on the federation' s sp~ead to increase retained earnings prior to
implementation. This seed capitalization c·ould be tied' to the
development of appropria:t:e savings instruments and lending guidelines
for serving the l,ong-term credit market.

The FEDECREDITO system can probably absorb up . to 200 million colones
at the credit union level,. about a ten. percent increase in the
portfolio, without straining operating capabili ties. Such a gro\1th in
the federa1:ion' s liabilities wO'llld require additional equi ty of about
5 to 10 million colones·, assuming an equity ratio of 5%. This would
mean increasing FEDECRED!TO' s current equi ty of 31 million colones by
about 16% to 32%, which would exceed· its current level of operating
surplus which is about 1% of equi ty. A capital grant to FEDECREDITO
of 10 million colones '(about U5$167,000) could thus support additional
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savings mobilization of 200 million colones, clearly a beneficial
leveraging of USAID resources •

. Additional mechanisms to obtain long-term funding include the
development of a proportional capitalization system, in which a given
percentage of members' share savings in the credit union are
automatically reinvested by the affiliated credit union in federation
shares. This plus other alternatives for increasing FEDECREDITO' s
capital base are discussed in the following section.

f. Financial Issues

In this section ~e discuss several issues which came to our attention
during this study.

(1) Capi'tal

The capital of the federaticJ:"l is based on shares whic~'1 have bee.n
c'reated through subscription.. Fot' f!xample, ·"th.en the federati:Jn
makes a loan, a condi tion of that lo.:i.n in ma11Y cases 1.:3 that a
percentage of it (an:rllhere from 10'7" to 40% in soma pr:-grams) be
placed into shares. At th: mo~ent two-thirds of the total capital
position of the federation is in the form of shar~s purchased in
this'ttTay .. The federation cannot continue to rely so heaYily 011

this fort". of ciq'd tal:'zaticn, for th.:! foll()~",ing reas{';ns:

(a) Tne share pledge loans are of':E;n relat~.vcly long-ter!l~,

leaving the: federation e.xposed to. possible ac.onqmic· rev'erses
in t:he ccuntry and', thus to cri~di t li"1.ion i:l2.0~lity to pay
these loans as scheduled. Though the 'lc.-:ins ar2 [Jade as pa.rt
of a sir..gle contract, includin.:; the moni~s :>;::~ived by the
cloedi t ur~.icn for prcduc t i ve credit, t:'1(; ac:c L;';:: ,) ftlH: 10 :ins
which goes into sb.ar~s is "'",ell :mow-n by tIl::' ;::~ed:';: uni:;n,
The team believes that the possibility of l1on~·;.::~j'Ul:~nt r.;rJains
3 real one for the future.

(b)' The burden of capitalizing the federation falls nnthe
credit unions which borrow the most. In effect they net only
pay the interest which supports the operating costs of the
federa tion, but they also must capitalize it. Currently the
capital they subscribe is used to support the deposit base
crented by all themecber credit unions. Thus the borrowers
create the in~ome strew'll to pay th·:! savers/deposi tor3 as ~;:ll

as the capi tal base necessary to allOT. the depos i tors to
recei7s that income.

(c) A subs tantialportion of the federat:.ion's eq1.li ty comes
from the revaluation of fi,jced assets and donated cap! tal.
Some of the assets funded by this equi ty are really not very
liquid, . ,and may therefore not adequately reflect the true
capital position of the federation. These equity (non-share)
capital accounts represented 2.7% of total assets at year-end
1985.

BEST l~VAiLABLECOP,Y
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(d) Very little equity, only 2.4% of total assets at
year-end 1985, has been generated from operations. In our
analysis we included the loan loss allowance in the equity
base of the federation. It is our judgement that this is a
truer statement of the role of the loan loss allowance since
FEDECREDTIO is expensing an amount which remains higher than
the actual loan loss experience. The allowance represents
about 13% of the total capital, and about 32% of the equity.
Equity build-up is crucial to the federation. Substantial
equity gives the federation a pool of no-cost funds which can
ease the impact of narrowing spreads in market rate
programs. It is also the "financial cushion" available to
absorb losses without impairing members' paid-in shares.

(e) The credit unions are well a~Hare of the difficulties
they face 'vi th forced capi talization. For e~c:ample" many find
that they caIUlot pass on the capi talization burden to the
borrower. Thus their true cash cost of borrowing from
FEDECREDITO is higher than its nominal lending rates. Credi t
unions indicated a general acceptance of "the need f'~)r

capitalization in our interviews with th.em, but not at the
levels required by the federation.

The study team has t,Y'O sugges,ticns for dealing '\·d th the cap i tal
issue. First, we suggest ne'N capital bullding methods inyolving
the liabilities side of the ledger." One possibility would bie to
require that some uniform percentage of th.e share and deposit base
of all ,affiliated credit unions be Invested in' FEDECREDITO

, shares. Thes,e shares -should" earn" a reasonable dividend for the
credit unions.

Second t \le suggest a more concerted effort. to retc'lin 'earnings to
bolster the true equi tystrength of the federati";",~"l' In the long
run the only real way to protect the sa:"3rs ",' cd depos! tors is
through retained earnings. 'The lilcelihood 0 f a sJ.....,wdown in funds
acquisition, or a lessening of the spread in order to remain
competitive,means that the federation faces the need to be
conservative in its financial decisions. The current small
surplus should not be viewed as a windfall. Instead it should be
viewed as an opportunity. It should be guarded wisely) rather
than spent or invested in non-earning investments.

The federation should be consolidating its gains. One way to do
this is to turn towards continued ~xpansion of already successful
lines of endeaYor rather than emphasizing new efforts. In 1986
"the federation hasshorwn a trend towards higher administrative and

. personnel costs. This trend is worrisome in an organization which
is ,barely profitable at the moment, and is still not able to
capitalize its own growth from those profits. In other parts. of
'this report we deal with developmental and organizational needs
which are, qui te impo"rtant in our judgement" and which will also
require use of some of the surplus funds now being generated.
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(2) Interest Rates

The federation has a relatively narrow spread between the rates it
pays and the rates it charges as can be seen in Table 8. It also
has ve~J little of its own money (equity) that it can use to
increase its effective spread. Only in 1986 has the federation
been able to have more income than expense from its financial and
related operations. !he federation has succeeded in slowly
building additional equity in 'the form of the provision for loa.n
losses, but this equity is still below a minin:ally safe level of
about 5%. Thus the spread, as the prima~ means by which income
is produced, must be protected and enhanced.

The federa.tion has been :nov~r..g to,¥'ards a portfolio '-Those rates are
at market levels. In the central liquidity facility pOI'tion of
their busir...ess this is quite posible.. On the liabilities side,
the federation has beer.. able to offer rates normally cCllpetitive
in the marketplace. However, the marketplace i~self does not
offer a larg~ s:?read between wholesale and rc:tail rates. In other
llcrds, the federation canr...ot .earn higll e:lough rates in secu:-e
reinvestments, such as other fL:l<lncial ins ti tutio!ls, to proyidl: a
large spread and allo,,~ the credi t unions in turn enough ma:-gin to
p.~y th~ir o;.m. savers. Addi t~onal1y, ',o/holes.:\le lOCl.rls to c::edi t
unions at close t(,'retail market rat.as are difficult to place.
Tr..us the feder.:ttion is for:e1 to consider invE:st:lents in variou.5
sectlrities 'and retail loar_oS to priY·!lte b1..1Sinesses. These pay a
higher rat~, but are riskier, e~pecially the. ~usiness 16ans.
Virtually all of the delinquen.cy of the fed'eration cor:.~s frrJm
these business l~ans. ".

In the c.cilelopr:lent finance actiYit:r.~.f the federation '::-: .. : 3:: 112S
are differ,·~nt. ,The spread is als l ) rela tiYel:r narro~.;. -: _ -- 2 "··er)
the ne<: is higher ,.because o,f, ~h.e iiI.~act of COL'J:lllSS :,>_ . The
rates for lO<lns ar~ all s~bsidized, wi ,:h the funds co~:::.g frc~

lOT,.;-lnteres t loans from the BID:i COLAC; alld PL .!~80 moni.:s. D',lr:ng
our interviews wi th managers of ~redit unions, tht= S t~~~y tea.1i
heard several times that there. would be no market for productive
agricul tural credit at market rates, only at subsidized ra tes.
w11ile this may be true at the moment, changing market conditio::.s
may alter this situation.

Referring to the discussion about building capi tal J aboye I ".1/.€ hav,~

pointed out that the burden of Quilding the shares 0: the
federation has fallen.~lmost exclusively on the credit ur.i~~s that
borrow for productive agricultural c=edit. When those credit
unions pass on the credits to their members, they also must have
some ,vaj· of compensating themselves for the cost of the shares.
For th,e PL 480 monies, the program ~07i th the stiffest capital
requirements, for ~very million colones loaned to a credit union,
400 thousand colones had to be left in the federation as shares.
As a practical matter, this has the effect of rals1ng the
effective interest rate from a nooinal 15% to about 23%. This is
close to, market retail rates.
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The credit union has two ways to make up the difference. The
first is from dividends it receives on its shares in FEDECREDITO.
It currently receives about 10% as a dividend on its shares. This
dividend currently cannot be withdrawn by the credit union unless
the credit union· withdraws from the federation. It" does not
therefore produce any cash inflow to the credit union. Secondly,
the credit union receives the loan from the federation at a term
of four years and loans the money at shorter terms. It can
therefore insist on a shar,e investment from its members at a lower
level, say 10% J and roll the loan over four times to eyentually
recoup in the form of shares in the credit union ,the shares it has
invested in the federation. This is a long process which is
fraught with marketplace perils.

The problem is similar in all of the subsidized lending programs.
The real cost to the 'borrower is higher than the nc·minal cost.
The means to maintain a viable spread are limited. And the risks
remain high in an economy only rec·ently emerging from amos t
difficul t period. If the federa tiOll is to con.tinue to support a
market ratephilosopy for its central liquidity facility, and if
it wishes to continue its development finance ac tivi ties
successfully, then an important step will be solving ()f the
capital-building problems described above.

As part of the d'i.scussion of rates, the team .also notes the role
of commissions in pro"iding income to the federation. Commissions
are similar to points in the U.S. housing market. In addition to
the, interes,tpayments j' the 'ellS tomer pays an upfroiltfee. The 'fee
ranges form 1 to 3% • Commission income is significant, as long as
the "federation rolls over its loans regularly. This' means ei ther
a gro·W'ing portfolio wher'e new loans are made from :rJi.e'w money, or a
portfolio that is well managed, with terms ,;ell ,distri.buted to
guarantee a certain amount of rollover· regularly. If the
federation has to invest' in the securities market,or if i teart: ~':

make new loan.~ regularly,. corrunission income" will be reduced •.

(3) Loan Protection/Life Savings Program

A third financial issue is the way in which the loan
protection/li£e savings program (LP/LS program). is accounted for .

. The federation has recently decided to account for the ,program
separately. This is the proper' decision and reflects' the very
different nature of this program as a form of mutual insurance.
Previ.ously J income from the program ,vas counted, as general income,
expenses were part of general expenses J and the accumulated net
was ' part of assets. Programs such as this have certain
statis tical probabili ties of losses or costs l' which need to be
accounted for and managed appropriately. This requires explicit
defini tion and segregation of asset J lial),ili ty and reserve
accounts associated 'with these operations. There is no evfdence
in the audited'statements of awareness of the 'true obligations of
the program. There is no indication of the extent to rll7hich the
operating costs of the program have been correctly applied. The
evaluation team feels that" separate acco'unting for this program,
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as a cost center J and with an actuarial analysis of all contingent
liabilities J is urgently needed. As noted previouslyJ we do not
include this program in the overall assessment of the health of the
federation. This also implies that we cannot confirm the state of
health of this program. The LP/LS program should be studied and
evaluated as a separate entity and as a possible expandable business
venture.

2. Credit Area

a. TI4e Make-up and Status of the Current Credit Portfolio

Loans outstanding to borrowir~ credit unions, private firms and others
comprise 70. 7~' of YSDECaEDITO t 3 total assets. This is an exccllE:-.. t
position, considering the role of the fed,~ration as' a central
liquidity facility for the movement and its resultant need to mai~tain

a substantial portion of its f~dg i.n s:-:.ort-term, liquid ir..vestments
to meet possible withdrawral demands fit the credit l.lnion. leval. This
also compares favorably ~ith other Latin .~ierican c~ed:t ~Lion

federations ~1hich haye :naintained an average l'Jans-to-asscts ratio
between 49% and 57~~ in recent years.

The make-up of the loan portfolio is sho'ffl in Table 12 1 ~;:J.ere lo,~ns

outstanding are allocated to the fedi::ratio:l's cost c.=nters and
dis tribut2d according to the 30ur~e of fWlds. Nearly 64~~ of t:1e
portfolio is in shor.t-term, loe.ns outstanding. The eLF acLrni::iste=,s
75.6% of th:: total portfolio t of which 7.3. 3~~ are iro. short-term,
aCCfju.a.-,.ts. The DFF has 24.4% of ~otal loans ·QutstandlrLgJ 0: w~ich

65.5% are in long-term credits. Sl16h-cly !tore than half of total
loans (5l.4'~) ar~ funded b:t credit urdons t:lrougb. the Deposit
!'1obilization Progr.;.m (CAD), about or..e-si:xth. (16. 5;~) by FEDEGi<.EDITO' s
o';n funds ..an.d th·: 1"ema:ning 32 .l~~ by atr":l" programs. 'fLus ave:,"
two-thirds (67 .9~(1 of total credits are funded by i.r..t:er~...a.l m·Jveme::.t
sources, an ,outstanding reco:d in comparison to most cevelopment ba:1.ks
and. other specialized credit agencies.

FEDECREDITO has apparently also achieved notable success in reducing
its loan delinquency from the high pre-project level of 33 .. 9~~ in 1981
to less than 2% in 1986 (see Table 13). Using a conventional
delinquency reporting format,' overall loan delinquency as of June 30,
1986 was o'nly 1.46%. 'The CAD program's business loan po~tfolio ,,,as
lexperi~ncing a·' 2.32% delinquency and the rate for CAD loans to cradit
unions was 1.63~(" Of these two accotn1t types, the majority was l')ver 12
months delinquent. Delinquancycannot yet be quantified ft~r the loan
types carrying extended grace periods before principal payment mus t
begin. Of th'Jse progr'ams 'Where payment has begun, no delinquency
problems are 'evident as. of this time.

The primary area of risk to the credit portfolio that is identifiable
at this time is' in the area of loans made to private businesses.
Since the rate of return on these loans is higher than ot:her loan
programs, .the rate of delinquency in this area is not 'surprising •

. Froin c 2.12 million in short-te-rm. CAD loans in that portion of the
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Table 12

FEDECREDITO LOAN PORTFOLIO STRUCTURE
JUNE, 1986

Millions of Colones

Loans Outstanding by Cost Center

Central
Liquidity
Facility

Development
Finance
Facilitv

'rotal
Portfolio Pereent

]:,oans Outstanding

Short-Term 245.8 37.4

Long-Term~ ~ 160.~

Total 335.3 108.3 443.6

Percent 75.6% 24.4%

283.2 63.8%

100 • O~~

Loans Outstanding by Source of Funds

Deposit Mobilizat~Dn Program

Own Funds

Other Programs

Total
Percent

- 47 -

Amount Percent

228.1 51.4%

73.3 16 •5~~

142.2 32 .l~~

443.6 100.0%



Table 13

FEDECREDITO LOAN DELINQUENCY ANALYSIS
JUNE, 1986

CAn PROGRAM OWN FUNDS

Loan Type

Current & ( 2 mo.

6 to 12 months

ever 12 months

Total

Loan Type

C~rrent & ( 2 mo.

6 td 12 rr.onths

o"",~er 12 .'nonths

Total

Amount Percent Amount Percent

222,834,376 97 .68'~ 72,061,295 98 •37i~

58,666 1.12% 0 o•oo~~

--.1.L~ L~3 , 66(1 2,30% -L.,190,573 1.63~

228~136,702 2.32% 73,251,868 1. 53~~

OTilER PROGR~~S TOTAL PORTFOLIO

A.mQYnt Per~ Affi':lUnt Per::ent

1',.2,210, J.73 100.00% ·437 ,105 ,849 98 • 5 4~~

I') 0.00% 0 o. OO~~

0 O.ClC% 6,436.,233 .1 • 4~ ;;

142,210,178 0,00% 443,598) 748 J. •4 5;'~
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portfolio, there is c 6.4 million that is currently more than two
months delinquent. Of that amount, 80% or c 5.3 million is related to
business loans.

Of the short term portion of the portfolio of c 212 million, 62% is in
63 loans with a combined balance of c 131 million; c 36 million or 17%
is in four loans, and two other loans contain balances of c 20 million
and c 25 million respectively (see Table 14). One firm has loans
totalling c 26.6 million or 12.52% of the short-term portfolio, and
one non-affiliated credit union has loan balances of c 45 million or
21% of the short-term portfolio. In accordance wi th policy, these
loans were referred by the Technical (Credit) Commi ttee to the Board
of Directors for approval.

Apparently, the Administrative Credit Progr,am has not experienced
major problems in the area of delinquency or discharge of debt, and
the anticipated revolving effect of the funds in the program should be
sustainable. There has been one case \/here the debt was difficult to
collect, and there currently exists one seriously delinquent account
with a balance of c 245,000 due. FEDECREDITO has secured its interest
in this instance with property assets of the borrower.

b. The Development Impact of the Creeli t Provided ,~i th Funds from the
Administrative Credit Progra.m

To date 25, credit unions ha,re participated in the program usi!'.g the
resources to fund a combined total of 78 posi tions. T'w10 of the credi t
unions ~hich participated in the ~_dministrative Credit 'Program have
since withdrawn from the FEDEGREDITO system. The 'majority of the
credi t. ~ions used the borrowed flmds. to support the personnel c:osts
for the manager, an accountant and a marketing (or promotional)
person. A few used the credit to S\lpport persom'telexpenses fer
division chiefs .and technicians. The terms of these loans vary
regarding term, grace period, commission, etc.

The Administrative Credit Program has had a substantial and positive
impact 011 the movement. First, it strengthened a group of credit
unions which, while relatively large, still suffered from managerial
deficiencies. Second, it produced comparatively better performance in
a number of key areas in the participant credit unions as compared to
the non-participants. Third, the concept of providing. full' financial
service to the membership is more fully acc·epted in the participant
group .... Fourth., the ACP probably stimulated a greater interest in
improving managerial performance etTen in the non-parti cipant group
through natural competitive forces. And fifth, it probably improyed
the overall public image of the movement, thereby encouraging growth
in all credit unions, participants and non-participants alike.

Comparative growth data and key ratios for the ACP participants and
non-participants are presented in Table 15.

These data show that the ACP participants 'V'ere more successful at
increasing savings, loans and total assets and in improving their key
ratios of reserves to assets and reserves to 'estimated. loan
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Table 14

FEDECREDITO SHORT-TERM LOAN PORTFOLIO ANALYSIS
JUNE, 1986

Millions of Colones

Loan Size Categories No. of Loans Amount

Less than c 5.000,000 6 131

c 5,000,001 to c 10,000,000 4 36

c 10,000,001 to c 20,000,000 1 20

c 20,000,001 a:....d o"rer .-1 ~
69 212
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Table lS

CO~fPARATIVE PERFORMANCE OF CREDIT UNIONS
PARTICIPATING IN THE ADMINISTRATIVE CREDIT PROGRAM

9/84 TO' 12/86

Ratio Analys:ts

Loans to Assp.ts
Reser~es to Chargeoffs
Reserves to Loans
Loans to Savings
Chargeoffs to Loans

91.5%
33.86

0·.7%
126.4%

0.66%

80 .4~'

11.9%
0.1%

1.25. 6~'
0.08%

B6.5~'

29.0%

Exact figures may vary due to rounding

*9/83 to 12/85

- 51 -



charge-offs. This substantial growth, however,was won at the cost of
a slight increase in loan delinquency (estimated charge-offs) as
compared to the non-participants. '!he Evaluation Team t s findings are
summarized below:

(1) Partici;>ant,s achlev,ed total sa"/ings growth of c 534 million
(a 59.5% increase) as opposed to c 383 million (77.0% growth) by
non-participants.

(2) Participants achieved asset growth -of c 738 million as
compared to c 598 in the other group, and they directed 91.5% into
loans versus 80.4%.

(3) Participants achieTJed dramatically higher reserve growth in
both absolute and percentage- te~s. As a result, the
par'ticipants' reserve groy1th to loan growth 'Was o. 7~~ as comp,3.rec.
to a.l~;, rl=S erve gro~lth to ,=s timatee. charge-o ff g:roW'th \Jas 33. 8/~

versus 11. 9~~ and reserve groj,;¥th to assEt g:':>~ilth o. 66~~ v,=rzus
0.08%. Wnlle these ratios may still be somewhatlo~, they
indicate relatively stronger equity g=-owth ill the pa~ticipar.. ts.

(4) Partic:.i~Hints 'lere,~ble t~ ir~c!'ease leans ()utstancing
(291.4% growth versus 195.8%) and generated a larger
increment (c 675 million versus c 48~ million).

faster
'Ct: tal

(5) 'Es~i,L:1ated loan charge-aft"s inc;:-e,s.sf:d. ~o:h fastel:" (153.1~~

versus. 92.1~') and by a larger alI.\Ount (c14.5 mill-ien versus c 4.2
ciillion) in the ~~rticitants.

(6) Both pa:--cicipan'ts and n.Jll-participants '7.;ere ab0·.~t eqouillly
effectiye at dir;~cting s2,vings into loans. N;:?':J(~I."t:!ll?les~, t~: hiSl:,
!'z.t:io of l\:>an groivr.h 'Co ~av:'ng.3 gro-.,th (over 125~~ in 'Doth ,:ases)
scggests that both ~roups of credit u~ions are facing ~~~s:antiei

increases in loan d~land a~d pressures on thei= l:~uid{~y.

Additional tables shorNing the credit uni.on~1 which participated in the
progra.~ and the nu.'Ilber of pesi tions financed, disbursemen-: history and
an analysis of the revolving fund's turnover capability are presented
in Appendix 5·.

The' operation of the Adoinistrative Credit Program (ACP) c.oes not
adherE7 strictly to ei ther the loan policies developed by i'EDECREDITO
or the mechanics ·:)utlined i'n the or:'ginal i:nplerr.entation pJ.CJn. In
effect, the circumstances of the credi t unions require some
flexibility in the application of the program I s policies and
procedures, a fact illustrated by FEDECREDITO's flexible policies.
The result is adherence to the spirit 'and intent of the program within
a reasonable framework supplied by the implementation plan.

Tn.e primary impediment to strict adherence to the impleme:ltation plan
was that in many cases the loan amolmt suggested was not sufficient to
meet the actual loan amounts required by many of the credit unions to
financ'e the activities outlined in the plan over the tim'e frames .and
including the three staff persons., Of the', 25 credi t 'unions who' have
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participated or are participating in the program, sixteen exceeded the
average amount suggested. The average amount of total Administrative
Credit Program disbursements to credit unions is approximately
US$9,600 as of June 30, 1986. The average approved loan amount is
US$12, 500. FEDECREDITO increased the maximum loan amount from c
500,000 to c 1.0 million in 1985. These 'measures were deemed necessary
because of the rapidly rising salary structure of professionals in the
country and the desire to provide the opportunity to hire fully
qualified individuals.

The emphasis of the project was primarily on the rural credit unions,
which received 67% of the credit actually disbursed and 72% of the
amounts approved.

'The phenomenal growth in size of the FEDECREDITO system indicators,
both of recipients of administrative credit and those who have not
particlpated, comes from thl~ addition of new credit unions to the
system and from i.ncreased activi ty of thos e credit l.rrJ.ions already
integrated into the system. Six of the 25 credit lUlions who have
~articipated were not members of FEDECREDITO in September, 1983.

Analysis of the ACP disb\lrSements made and the balance in the
Administrative Credit loan account ,shows that the revolving effect
derived from principal repayment has been achieved.. As indicated ill
the previous section, there is not a signific.ant threat of loss to
discharge of debt in this program. Approximately, U3$80,000 or 38% in
principal has been returned a.nd made available for, add! t ion611 ' loans
~"d'er the program. As a result, it should not be difficult to rea,ch
the goal of serving a minimum of· 45 . credi t iniions.' HO\Jever, since,
there are only 49 c.redi t unions currently ,3.ffi 1 i c. ted wi thFEDEGREDITO ,
the ' addi tional application of funds will h:l~.~·~ to occur in credi t
Unio·ns affiliatIng in the future. The cur:,::::", ~ 'potentialnut'lber of
credit Unions that, meet the requirements tG ·'t·ecome a'ffiliates is
approximately 70 out· of a national total v... 128. The' goal" ot~
providing loans to '25' credit -unions in the first' fouryears:was'
reached. '

c. Credit Policies

In order to properly interpret the credit policies associated ~Tith the
FEDECREDITO loan portfolio, the source of funds for each loan type
must be taken into account. Since each program has its o'¥n
requirements based on the source of those funds, many of the policies
are necessarily driven 'by those requirements. The major exceptions
are loan policies developed for the placement of funds derived from
FEDECREDITO's savings mobilization program (CAD).

FEDECREDITO has a general insti tutional credi t policy the t serves as a
framework for more specific policies related to the different sources
of funds and purposes of application. For the most part, FEDECREDITO
is in compliance with or' is very close to meeting .the s'tand~rds set
forth. Although loans are made to private businesses, there is a sound
business reason for investing these funds, which are obtained at a
relatively high cost, in such a' way as to provide, a margin. ,of profit
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so that FEDECREDITO can continue to provide quality services to its
member credit unions. Currently, 55% of the assets are in near
market-rate loans. Thus some progress could be made in this area.
The federa·tion is pricing its loans to retain a positive spread and
achieve self-sufficiency.

Capitalization policy differs from one loan type to another, and
perhaps a more general capitalization policy should be considered in
this section. FEDECREDITO has a loan loss provision that m'eets the
policy requirements.

The actual operation of the Administrative Credit Program. does not
adhere strictly to ei ther the loan 'policies developed by FEDECREDITO
or the mechanics outlined in the original implementation plan as noted
~reviously. It is our understanding that an agreement to this effect
was worked out with USAID/Costa Rica.

The policies of the PL 480 program have been followed with one recenc
exception. Since the progra:a has matured, they have approved O:le loan
recently that .is for iive years i~st ead of se,.... en, ~;i th on,e y(~ar of
grace instead of two.

r10re institutional ,judget1ent is used in the ac.minist:-ation vf ::he
BID!COLAC f1.~ds, especially in the ter"il of the loans and the grace
period ,granted. FEDECREDITO management clearly is tryir..g to ':naintain
policies Whi.l~h will ,~ll,~'W it to cm:.pete successfully in this
financi~l ma.rket. In c:.ddit!.Oi1., the fec.eration revie~'s the: individual
appl.ic'ations and determines, wi thin a range of options, what tl:n.,n.:;
~youldba, appr.opriate. Approximately 25~~ ,of this p'Jrtfolio is loaue~'

out for four y~a::s with one :r~aJ: of grace end 35/~ fer shcrter
durations.

The I~redit PP,licies fc:i:' funds derived. freI:! the sa"rings mobilizaticn
progra.!D (CAD), 'are a bit mere ccoplicated. In l"1arch.) 198'5, a policy
was deYeloped' for CA.D investments that apportioned the 'funds by
percentage ·f.or distribution through four different; loan types and
seven differ~nt terms. These are s~arized in Table 16.

Table 16
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FEDECP..EDITO estimates that it will place approximately 50% of these
funds at six months or less and that 60% will be on a monthly,
amortization schedule. Each line has its own terms and conditions,
for example the 6% in CAD/OWN FUNDS is for working capital loans
funded for five years, with one year grace, 15% on annual balance,
variable rate after first year, a 2% one-time commission, a 40%
capitalization requirement, and a 10% capital subscription
requirement. Obviously there are many different way in which these
loan packages are structured.

This policy is designed to spread the credit over a wider variety of
borrowers and terms in order to create a diversification effect. The
strategy appears to be sound and recognizes the increased risk in
business loans. So long as the percentages are adhered to and
delinquency is control1-ed, a .good balance should be struck TNith this
structure. It also has the advantage of permiting the "investment" of
funds that are acquired at a relatively expensive cost to be turned
over at a reasonable rate of return. The Credit Committee is
authorized to approve loans IIp to 'c 5,000,000, and any amounts above
that must be approved by the Board of Directors • The Credi t Commi t tee
is made up of the Mrol,tger, Opera.tions Division; Director, Office of
Resource Nobilization; and the Internal Controller.

d. Collection System

There . is a well-defined collection program currently in place at
FEDECREDITO. If a loan account payment 'is not received, by the due
date, a' letter 'is sent 'during the first week' of delinquency, signed by
an official of the credit 4epartment: with a copy sent to the Manager
of Operations. If payment ,stfll is not forthcoming, a second letter
is sent the fol10w'lng week giving the borrf.)wer eight da.ys to bring, the
account· current. This letter' is signed by the Manager of Operatiol1s
wi th copies to the President of the Board of Dir' ctors. .A third
letter is sent, if' the accoilnt 'remains delin.:j, ...~nt, 1,ro'r'iding one' last'
opporttmityforpayment within. four" days of the date of the
correspondence. This document 'is signed by the- General. Nanager, of
FEDECREDITO with copies to the President, the 11anager of Operations,
FEDECREDITO's attorney, the Credit Depa.rtment 'and to the file.
Finally, a telegram notice advises the delinquent account holder that
the account has been sent to an attorney for collection. A1l,the
above referenced materials have been developed in a package that
allows t.imely and efficient administration of collection procedures'.
In any event, after two months, all delinquent. accounts are
automatically turned over ,to an, attorney for' collection. According to
the federation collection staff, extension agreements and other types'
of refinancing are negotiated infrequently.

FEDECREDITO's collection efforts seem to have improved markedly in
1982 ,over 1981' s miserable performance. Since that time it has been
reasonably effective in keeping delinquency under 'control. In
r.ecogni tion of the. potential risks in making business loans with CAD
funds, the Department of Savings Mobilization is in the proces~ of,
improving its evaluation procedures for those types of borrowers. The
collection area will also need to consider. making any. necessary

- 55 -



changes to adapt to collecting these types of loans and maintaining
adequate collection controls.

e. Credit Procedures, Manuals and Regulations

FEDECREDITO has paid close attention to developing procedures and
manuals to implement its credit programs. They include assig:ling
responsibili ty for each phase of the I credi t application and
disbursement process by title of personnel. In addition to having the
responsibili ties clearly laid out in writing in the credi t manuals 1

these also include copies of all the appropriate forms and documents.
Clearly, this is an ongoing process and by utilizing their
ciero-computer driven tlord processing Gyst~"sJ they can read:ly

_maintain these manuals current.

In pl,!lce are a full set of regulations governing the following:

~l. General orientation.
2. Who is eligible for cradit.
3. Requirements to receive cred1~.

(~ • I'Ia.xilC.um amounts r.: t er;ns .
S. Loan tTpes, rates of interes~ ~~d other charges.
6. Collateral. .
7. Capitalizat:on requir~ents.

s. Disburseme~t.

9. Loan aPP~o7al li~its.

10. Acortiza~ion.

11. Refinancing, extension agreements and loan to~solidations.

"12. S,:.peryision of loar..s.
13. ,Application for c~edit and ap~roval limits.
14. Restictions fer provide~t use cf credit.
15. Rayie'"; and rev'ision and r~gulatioI~s.

Si~ilar regulations are in effect for each major loan type. The mos~

recent version of regulations availabl,~ a~plies to the Saving'3
Mobilization Program app=oved' by the Board of Directors in 1986.
Regulations for the other loan progr~s should be reviewed and updated
at least once per year as stipulated in the the regulations.

Recognition of the importa:lce of regulations appe"arsto be ingrained
in the FEDECREDITO staff; therafore, lack of" so~~d regulations is not
a problem for the organiza~ion.

f. Interest Rate Structure and Cost

The overall structure of FEDECREDITO's assets, liabilities, equity and
spread is addressed in section III •.A.1 H One obvious element that
deservesadditonal exploration is the "real" interest rate on loans
from FEDECREDITO to the affiliated credi t unions. The stated or
nominal cost of these loans is significantly increased by the required
capitalization of as much as 40% of "the amount borrowed and any
commission that may be Charged. A sample calculation of the effective
cash cost is shown below:

BES/AVAILABLE COP\·
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Thus the effective interest rate in this example is over 7% higher
than the nominal rate. Since in this case the commission is a one time
charge, the effective rate would be somewhat reduced after the first
year. This same exercise must be applied to each loan type given the
terms of the loan to derive the effective rate to the credit unions.

BID/COLAC Production Credit Loan:

Amount borrowed

Nominal Rate 15.00%

Capitalization required 10.00%

Opportunity cost of capitalization funds
@ 19.00%

Commission paid @ 3.00%

Total cost year 1

U5$1,500,OOO

us$ 225,000

US$ 150,000

US$ 28,500

U5$45,000.

Actual amount of funds received US$l J 350,000

Effective rate year 1 22.11%

The actU.al ret·urn on earning assets is higher for FEDECREDITO .than
~ominal rates would' ~uggest.

'The cost of funds to FEDECREDITO has also been developed in the
financial and deposit mobilization sections of this analysis. The
.current high cost of funds to FEDECREDITO from the mobilization
pto'gram and the movement of credi t unions' funds into the higher-cost
fiJ,ed-term category effectively n.arrows the spread available.

Based on the above illustration, FEDECREDITO's effective interest rate
structure appears to be somewhat high in relation to the cost of funds
to qualified borrowers in the national market.. The effective cash
cost of 22% in slightly above the IMF-reported commercial bank lending
rate of 2l.5~' and somewhat below the nominal credit union retail
lending rates which ranged from 21% to 27% in our survey. This rate,
however, may be somewhat low compared to finance company or other
private lender rates to non-prime borrowers. Thus FEDECREDITO is
probably competitive as a retail lender to other than top-quality
clients. .

The .limited data available to the Evaluation Team do suggest, however,
that FEDECREDITO may not be quite so competitive as a wholesale lender
to credit unions for retail on-lending to their members. Credit
unions reported savings interest rates of from 8% on shares to 27% on
longer-term fixed deposits. These rates compare to the IMF-reported
commercial bank short-term deposit interest rate o'f 16.5%. Even if
credi t unions are paytn"g a few percentage poin~s more than this for
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their deposits, the eost of such savings may still be substantially
below FEDECnEDITO' s 22% lending rate. Such a differential may, in
fact, be reducing FEDEDREDITO's ability to generate additional
wholesale loans to credit unions.

Because it is possible that the federation p and even some credit
unions, may be too far above their respecti~{e 1iholesale and retail
market interest rates, the movement should examine its pricing and
marketing strategi,es.. This may prevent the need for some
organizations to continue chasing high yields at the risk of increased
loss exposure which could result in possible solvency problems should
economic conditions worsen.

3. Deposit Mobilization

FEDECREDITO's savings mobilizatlon prOl::-am has been a dramatic success
at both the credit union and federation levels. Aecordir.g to
FEDECREDITO 1 S aggregate d/:!.ta f,:>r its affiliated credi t tL....dor:s, to tal
members' sa~rings, including passbool.-: accounts, termor fixed deposits
and share savil1gs t il'lCreased from c 3S.9 million (USS2.5 million) in
1981 to c 2,019.3 million (US$37.6tnillion) in 1985. This pher:cmenal
gro~lth ra.te of 96 .'3~' per year reflects il1<:reases in both the n'.llI1ber of
credit unions affiliated to tha federatio~ and the level of saving5 i~

each affiliata.

At the FEDECREDITO 1,::ve1, erecti t union ;;:as:3book sayings. a::lj fixed
deposits greW" from l~ 30.6 !nillion to c' 5,]O.4~· 'million from Dec\~m'tH:r,

1982 to June,' 1936, an annu'al gro",,;th rate of 110~~. He hav,= nO,t

included shares in this total beca'~se they ~ere not fully paie. in.

a. Compliance with Savings and Invest~ent Policies

Poli~ies governing the GAD prog=am ·are divided into two catego!'i~s:.

policies for attracting funds and policies fer ·placi~g filllds generated
by this progrf.~. These are summarized below:

(1) Savings Attraction Policy Elements

(a) Minimum deposit of c 25.000. (b) Pay a rate' of interest
from 1 to 4 percentage points above the rate paid in the national
banking system. (c) Place at least 20% of the portfolic in fixed
term or liquid i~ves~ments as a cushion. (d)· Certificates issued
by .FEDECREDIIO lli8S be used by the member credit unions as loan
collateral. (e) Interest rates may be adjusted weekly after due
consideration of market x.9.tes, liquidity in the fund, investment
opportunities, maturities that week and the condition of the
financial market. (f) The federation will accept investment
funds from the credit union movement, and non-profit
associations. (g) The term for certificates offered may be no
more than one month different from the fixed-tenocertificate
maturities being offered in the na.tional financial system. (h)
Passbook sa7ings must 'be encouraged because 'of their loW' cost.

BEST AVAIL>:fBLE COpy
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FEDECREDITO is in compliance with its savings mobilization policies.
Currently, it is difficult for FEDECREDITO to maintain a significantly
higher rate. on the deposit funds from its affiliates over what they
could earn in the national banking system (i.e., a differential of 1%
to 4%). This is due to the high liquidity characterizing the current
financial marketplace. The underlying economic causes were discussed
earlier. Affiliated credit unions have been sending relatively large
sums of savings deposits received from their members to FEDECREDITO
for investment. FEDECREDITO in turn is finding it somewhat difficult
to invest or loan the funds at a rate significantly higher than they
are paying to their affiliates.

One advantage the federation does have is the experience of its staff
(particularly the Manager of Operations) and the ability to negotiate
lower settlement costs with its brokers based on volume.
Unfortunately, the, lower-cost passbook savings accounts are not
attracting funds as most affiliates opt for the higher-paying
fixed-term accounts. This sensi tivi ty to rate on the part of the
affiliates has the ·effect of further raising FEDECREDITO' s cost of
funds and brings into question the long~term viability of the passbook
savings account as presently structured.

(2) Policies for Placement of CAD Ftmds

(a) Affiliated credit unions receiV'e a preferential rate. (b)
At least 20% of the p,')rtfolio will be invested in shC?rt-t.errn or
negotiable instruments. (c) A return of at least ,~% abo·;e the
cost of funds. (d) The borro~wer pays se"C.tlement costs. (e) A

. ~ommission on the principle loaned, depending on the type of
credi t union,' up to two percent, will' be ,charged wi tIl me:nber
credit unions exempted. (f) All funds not invested in the
National Exchange must be approved by the Technical (Credit)
Committee. (g) The applying organization must submit financial
and other official information. (h) All requests for CAD monies
must be reviewed by the OperationsDivision and organized with the
appropriate portfolio., (i) The maximum loan limit that may be
'approved by the Techn~cal C.ommitteeis c. 5 million. Any aniounts
over this must be approved by the Executive Committee. (j) The

,federation reserves the right to require certain collateral
consistent with the value of the loan.

Investment policies for the CAD are more fully described belo~7:

Purpose

To maintain liquidity and stability in the investment of CAD
funds. To invest the resources in a manner consistent wi th the
socio~economic objectives of FEDECREDITO.

Policy Elements

Avoid concentrating investments ina small number of entities.
Invest in entities of known financial soundness.
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Maintain permanently a liquid!ty fund in order to guarantee the
ability to meet liquidity needs of the system.

Maintain the liquidity fund in National Financial
that guarantee maximum return, timely recovery
security.

Institutions
and maximum

J ."

Invest in credit unions in the national sector wi th short-term
working capital needs for specific projects.

Excess funds are to be invested in. entities which cor:ply with the
norms established in the regulations. Periodically, FEDECREDITO
will have securities in the liquidity fund a.nalyzed to determine
market value.

ThE: liquidity fund ljrill consist of up to 30%, but in no event less
than 20%, of the ~otal balance of the CAD fund3.

Ji':EDEC?J::DITO may acquire the securities of fixed or variable rat~s

of return in the primary· or seccndary market of the various
ii.1stitutlo:ls and e~1.titi;s of 'Che financial sys't(:II..

Only up, to l()~~ of the liquidi ty or capi tal fU:lds may be plac::d
~o¥ith a single illstitut:'C'11, and no less than 50% of reSCiJrc·:s lJ.'..lS:
,be plac,ed' in secu:-i ties of the National Br:::.nking System.

,lnvestrnants in tha Coooerative Secto~

Recipients of the fur;.ds !':lust com~ly 't.i:h a1I national la;.;s and
sta~utes and poli':.:ies or' che feder.~tion.

Have a'debt-tc-equity rat~o of no core than seven to one and be of
technically sound financial condition.

M,aintain 'with the federation. the equi~/alent of a~ least 2():~ of
their deposits in fixed-term and 30% in passbook savings.

The maXimum amount tha t. may be invested wi th CAD funds is up to
50% of the borrower's deposits in FEDECP£DITO.

This amount is established at the time according "to the a'ifailable
funds in the p~ogram in which case the amount will be ~o ~ore than
20% of the funds available for each borrower.

All investments in affiliated credit unions may not exceed six
months ill term.

Affiliated credit unions pa.y a. ra.te 2% higher than the rate "-rhich
is paid on their deposits at FEDECREDITO.

BEST AVAILABLE COP)F
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Non-affiliated credit unions and cooperatives pay a rate at least
4% above the average cost of funds for the CAD program and in
addition they are required to pay a commission of 1% each semester
on the amount of the investment.

Short-Term Investments

Recipients of the funds must comply with all national laws and
statutes and policies of the federation.

Have a debt-to-equity ratio of no more than four to one and be of
technically sound financial condition.

Have at least c 3,000,000 in assets.

Present financial statements for the last three years, audi ted by
a Certified Public Accountant.

Present a copy of the certificate '\olhich verifies the identi ty of
the officers of the organization signed by the authorized
official. Present a brief description of the nature and the
direction of the activities of the organization.

The. ma;:.::imUIll inyestment is up to 5% of the available fund of
Short-Term Investments. The maximum ainotmt of investment at one
time is determined by the debt-to-equity ratio.

All short-term. investments are placed at a maximum term· of six
months~

Up to three rolloyers of the same investmen.t, if approved by the
'reclmicalCommittee, are aliowed before amortization or the debt
must·begin~ ,

. I.,'

A commission of '3~' of the outstanding balance on -the loan is
charged.

The Technical Committee will from time to time review the margi:ls
and choose to distribute the Short-Term Investment funds
differently.

Costs associated with the transaction are absorbed by the
investor ..

These policies meet the operating needs· of FEDECREDITO. Presently, a
much higher percentage of the. portfolio is in liquid investments in
the N,ational Exchange and in inv~stments· in banking institutions •. The

.portfolio is structured to provide' a larger number of maturities at
the end of the calendar year to accommodate the increased withdrawals
from affi~iated credit unions that historically occur. This is due to
withdrawals by credit unions members for production (especially
coffee), vacations, Christmas~time spending and the like. The
investments in the National Exchange Markets are reviewea periodically
using the· National Exchange Rating System which provides in-d"epth
financial information on those organizations that are permitted to
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participate in this market. Investments in bank certificates and
bankers acceptanees are relatively seeure and therefore have a
moderate rate of return. Other investments in securities are less
seeure and carry only the pledge of the brokerage house to make the
investor whole on any losses. '!here 1s no legal backing for this
position; it is solely based on the brokerage house's interest in
maintaining its image by reimbursing its customer for any transaction
losses. FEDECREDITO, for the most part, opts for security of
principal over the chasing of higher interest rates.

b. Evolution of Sources for Deposits

The ability of FEDECREDI'ZO to ,attract passbook and fixed deposi ts fro:n
the affiliated credit unions is a function of ~~e _affiliates'
confiden.ce ill the strength, security and return provided by the
system. Since the time of the crisis discussed earlier, E'EDECREDITO
has worked diligently tCI restore that confidence and 'build a structure
that providf';S .~ rate of. retunl that will re::lound to the b enefi t c f the·
member credit unions. Passbook deposits in affiliated credit "l:nlons
totalled approximatel:T c 120.1 million at the end of 1982 and fixed.
d~~pQsits tct2.11ed c. 98.7 million. By the er..d of 1985 pa.::::s'bc:l:{
deposits had reached c 321.9 million and f::'xed d.eposlo;s had reached c
1, 140.9 rrillion fc·r an increa::;e 0 f 16~~~ and ove!." lOOO~' resp-=9'c i v;e 1y .
After adjust:'ng fOJ: inflation, che grc·"rth ra-ce.s are 78.7'/; and 670.71,
respectiysly.

It is. fair "to say that confidence in~he FEDECREDIT'J sys t';;m has beer~

restored. This phenomenal grow·th has come both fr.-om the credit unions
that retained theIr membership during the ::.ri2 is, thos·~ who withd:;ew·
and later returned and these who late~: joined the federation for the
first ti~e. TIle stability of these savings over time is untested a~d

there 13 no certainty as to the propensity to s&ve by the members c£
the credit unions o·'er the long' ter~. e.n1 in: the fac~ of c;-.;.u:1gir..g
economic colidi tio:ls. Nonethcle:., s, . FEDEGREl}!TO ilas :sta:.>li.s·hed i ts.:lf
as a strong alternative for investment of the credit unio~s' funds and·
an importan,t intermediary in the financial marketplace.

c. Use of the Funds Mobilized

As mentioned above,' the placement of funds by FEDECREDITO in a
financial market characterized by high liquidity and at. a rate of
return that provides a positive spread over the'cost of thOSe ftL"1ds is
a difficult taslt. This is clearly recognized 'by FEDECRZDITO and
substan·tive measures have been taken eo Jlaximize the return on
investment of these funds. Some may a=gue that a concession, in te~s

of the mission of th,~ organiza~ion to sl:!rve only the credi t union
movement, has been made by investIng some of the ft:nds in loans to
businesses. This observer views these loans more as an investment
that enables FEDECREDITO to serve better the interests of the credi t
union' movement by providing a. fair return on the deposits "they place
vith the federation. .

BEST AI/,4/L4.8LE COfl
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Given the growth in size and number of the investment portfolio
related to the CAD funds J consideration should be given to developing
a more systematic asset/liability management system using existing
staff resources.

d. Manuals/Documents for Program Administration

The Deposit 11obilization Program is well documented. The manuals
clearly state the I policies and procedures that govern this program.
As with the credit programs, the procedures manuals assign
responsibility by title. A complete trail of activity on both the
moblization and placement of funds is identified and copies of
pertinent forms such as investment memorandum, financial statement
analysis sheet, daily report on funds flow, etc. are included.

4. Technical Assistance and Education

a. Quality and. Impact of COLAC Technical Assistance

Under this project, teclmical assistance has 'been principally provided
by the COLJ~C Resident Advisor, Dr. Raul Sanchez;J for a period of fou!'
years. In addition, COLAC has provided other forms of assistance J

most notably through 1) the extensive diagnostic process that led to
the Five-Year Development Plan, 2) the BID/cOLAC .IV loan which
provided an additional U8$1.5 million in local currency funds, plus
the servlces of a' prodl1ctive credi t advisor for t'vo years 1 and 3)
close mo~itoring of the prcject's developme~t th=ough.~egularvisits.

In our estimation, the quali ty of the teclmical assistance provided by
the COLACresident advisor has been been outstanding. He has not only
amply fulfilled the terms of his original scope of vlOrk, but· the
confiden(~e he has. lastablished with . leaders and managers at both the
fed er-Cltio!. ~.nd crledi t union lev-els has enabled hIm to provide
assistance 1n virtually' eyery aspect' ·of th.e movement' ~ ·development.
Any listing of the areas in which he has had major impact is probably
incomplete, but the" mos t notable include: .

(1) Initiation of the comprehensive diagnostic process whereby
the federation assesses the current strengths and weaknesses of
its member· credit· unions ·to establish medium/long-term pla'Ii..ning
objectives. These serve as the 'basis for the development strategy
that credit unions are now .implementing. The increased strength
and impressive growth shown at the. priman' level can be traced to
this initiative.

(2) Refinement . of' FEDECREDITO IS production credit program"
through the development of improyed policies and guidelines,
resulting in mere business-like operations. Loan ,applications are
evaluated according to the feasibility of the' proposed proj ect,
thus credit has been increasingly directed into truly productive
activities, and loan delinquency is not a significant problem for
the federation.
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(3) Development and expansion of the system's deposit
mobilization program, which has generated funds flow beyond the
most optimistic expectations. Policies and guidelines were
developed covering both the mobilization of member savings and use
of these funds in sound loans and investments. By encouraging the
use of market rates. and often above-market rates. to be paid on
deposits, the project has demonstrated that low and middle income
groups are interest-rate sensitive ~d will respond with
significant amounts of savings. At both the federation and credit
union levels J these activities have not onljT provided a service to
members, but have permitted access to signific~tly higher levels
of funds for lending and/or investment" resulting in increased
income and financial stabili~y for the insititutions.

(4,) Refinement of internal planning and development capabililties
for the federation, "lith particular focus on finar..cial planning
~.nd forecasting, resulting in greater ability to meet financial
targets.

(5) De·,elopme:lt of altel.-natives to handle FEDECREDIrO's dollar
de.bt ,roblem wit'h COLAC, resulting i:1 an e:ctension 0: the
rlepaymg:lt period, w'hlle at the. same time o·ctaining go~'ernr:1E:r:~al

assistance to, assume the !lloneta',-:y loss. Resolution o~ tl:.is
difficult issue has, -'by its.:lf, enabled the federation .to mO"l;re

froIn a financial position of extreme preca.riousness ~o rele.tiye
soundnE.!ss.

The COLAC. advisor has partic.ipated, actively, in. the decision-mak::ng
process \Ii th f'ederation :nanagement and board ~embers; his i!:.flucr..:e is
well recognized an.d V~ -~:: ~d. As P..."l 'a(~visor, he r..;;,.s been able to offer
illformation anc. alt~"':'1tiYes, ~oIIdthout ass 1.lIIlir:g the functions :i:J.G.

res~onsibilities that ~rcperly belong' to FEDE':R£DITO' t1a~ageJ1:cnt c:nd
board members. Altl:c: ~,.:" cammi tte.d to movement grm.;t:.h ano eX?an5 :on,
he has also served as ~ restraining influence in (=~~ J.tte:::Qi: to e:lsure
that the movement does net take on risks, it is \Ulprepared to handle.

Although not directly a part of this project, it is worth mentioning
the related assistance provided by COLAC.. The Five-Year D,evelopment
Plan, as noted ealolier has served as the guide for the federation's
activities since 1983.. COLl.l.C supported the need for development
capital' to permit the FEDECREDITO system' to expand its agricultural
production. credit activities. As part of 'this program, an
agricultural credit advisor was made available for ~he past t~o years,
ably assisting rural credi t unions to imp2.e:nen.t the PCP program. ~j,d ..
through its OYn policies .and development. strategies, COLAC has
supported the transrormat!l)n of the FZDECREDITO system into a viable
financial enterprise.

In sue, we believe that the Cos'ta Rican credit union system has been
extremely well served by COLAC' s support. We would agree with the
USAID/Costa Rica cable stating that "COLAC' s work in (FEDECP..EDITO' s
recuperation program) has been outstanding. Today less than f~u!'

years since the project started, FEDECREDITO has become- a viable

BEST ,4VAILAiJl-t-: COp\'
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financial instituti.on, •••We consider this to, be one of our success
stories, with most of the credit being attributed to COLAC."

b. Impact of FEDECREDITO Technical Assistance and Training Program

The federation's technical assistance and training programs are
handled within one division, the Planning and Development Division.
The division carries out a wide variety of extremely Tliel1-deve1oped
and well-attended programs. In visits to credit unions, for example,
the evaluation team found that credit unions had participated in
several different programs, and that several different people had
attended. (See Tables 17 and 18 fora listing of technical assistance
and training activities over the past five years.) The training and
educational programs are well respected. The new programs being
introduced are at a higher academic level, in response to the stated
wishes of member credit unions.

The impact of FEDECREDITO' s training and teclmica1 assistance
activi ties at the credi t union leYe1 vas reported as varied. Though
the programs get hi-gh marks for content, avai1abi1i ty and personnel,
the technical assistance itself received mixed reviews. Two ki.nds of
comments seemed most common. First, seV'era1 credit unions felt that
the assistance did not arrive on a timely basis, or if it arrived it
"wus too limited or narrow in scope. Second" seyeral credi t union:;
commented on the need for technical assistance of 'a more advanced or
technical kind. Areas as diverse as computer, systems and running a
supermarket were mentioned.

Our oWn observations of technical assistance and trainfng programs, in
general, lead· us to conclude that this program' has been doing a good
job of outr'~ach, education and training. Comments such as the abOYf~

are natural, since no program can serve ever~lone perfectly, .3.nd some
credi t unions 'will alvlays be ahead of others. In particular, the

,Planning and Development Divi.;>ion has carried' out dia,gnostic studies
for many . credit unions j those studies have ' ,received high marks in
terms of the impact on participating credit unions.

There is one area of activity which we f~e1 'has not been covered
appropriately. Desktop computers are becoming increasingly common
among credit unions. The federation has no teclUlica1 assistance
available in this area. ,The federation made the decision to become
competent technologically first, through, the development of its own
computer system base before offering technical services to credit
unions.. '

Computer systems are, or become, the back-bone of the information
system of any credit union or federation. Likewise, the ability of
credit unions to share information and act as a system depends
ultimately on the ability of their internal information systems to
support system needs. To the extent that credit unions have begun to
go their own vays, buying sometimes incompatible systems with
different software, the risk is growing that the outcome will be
inflexible information systems \mable to generate meaningfully
sharable data. .
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Table 17

FEDECREDITO TECHNICAL ASSISTANCE PROGRAM
1981-1986

Dec. Dec. Dec". Dec. Dec. June
1981 1982 1983 1934 1985 1986 TOTALS

Number of Visits 125 89 121 193 92 75 700

Credit Unions
Benefitted. 20 26 36 39 44 46 35 ic

Assessments of
Credit Unions .15 35 20 128 49 35 282

Number Benefitted 1.5 23 20 39 30 32 27*

Org-:lnizatiiJnal An.11Y:3es
Peformed 5 7 3 6 5 " 28~

Organizational Analysis
Semina.rs 5 7 3 4 7 2 ?~

.~ ...

. . V·olunteers S 3 _0 c· 5 0 lS

* A~re:ca~es
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Table 18

FEDECREDITO TRAINING PROGRAMS
1981-1986

Dec. Dec. Dec. Dec. Dec. June
1981 1982 1983 1984 1985 1986 TOTALS

Activities 7 21 24 25 29 10 116

Nttmber of Participants 500 606 629 748 716 1,090 4,289

Credit Union
Beneficiaries 83 30 91 139 60 267 670

National Courses 5 2 12 8 5 7 39

Credit Union Seminars 2 19 3 17 13 10 64

Affiliations ,0 5 8 9 6 4 32

I .,
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It is also trUe that the software of a system sets the limits and
defines the capabilities of the system. There is an opportunity for
the f·ederation to have a marked influence on all credit unions through
the development of a computer-based accounting system. At a minimum,
standards for both input and output could be established. The
opportuni ty is significant, and the window will not be open long.
Probably 10% of all credit unions currently operate their ow systems;
probably another 10% are introducing syst~s noW'. These are the
pacesetters who will determine the probable direction of the others
for some time to come. Thus this represents a tremendous opportunity
requiring both training and technical assistance.

c. Linkage of Technical Assistance ~lith Movemen'c ObjectiYes

Tech.~ical assistance, by its nature, is linked to· the goals and
objectives of the receiving organization. The technical assistance
program of FEDECREDITO has been able to a.ssist iIl th~ ach:ev-ement of
federation objectives t~rough its support of financial operations.
For example, it: is not uncommon for the plar.ning and de~... elcpr:1e1'1,t s'C:?ff
to carry out a "preinvestment s~udy." This effort assist,~ the
cperations staff in evalu~ting a credit union for a loan, or .in
setting certain objec.tivesor co:n.d ftlons far tc.e eredi t union. As
mentioned aboYe, the di7ision alsG carri es out full-scCl,l,:; diagnos t ic
studies on request. These assist [loth the f,ederation arLd the credi t
union in targeting their O¥m. ple..ns and' activities.

The di-,ision also maint~ins a substantial data base of :'nformationJD.
credit unions.," ,In, re'turn f'Jr the qua:.-terly reports', reqlle3ted of
credit unions" the fedeI'ation generates a statistie3.1 summary, showir.l.g
comparisons to average or target figures, for credit unio~ use.
Getting (~redit uniol1s to supply the lr.l.formatio!l is diffict:lt, bnt t:"e
division :has a, reasonable system for tracking those who are n0t
supplying, t~~ data ,and getting the data UpOi:1 a next visit.

The division' appears to follow its own recommendations. Just as
,plaI'.ning,andtraining, are thought to be impor-cant for the credit
.union, so also does the federati·)n have a well-de"reloped plaIL.'":ing
methodology. A significant by-product is that in setting an example
'they make as much of an impression as in s imply teaching about 1 t •

° This point was made both by FEDECREDITO staff and by some of the
credi t unions. Leading by 'ex,ample appears to be a powerful tool in
Costa Rica.

d.· Analysis of FEDECP~DITO Training P:-ograms

The curriculum of the fedoerat.ion' S ,training programs includes a wide
variety of topics. A, rough measure of cost efficiency is show!). by the
following Table.

The ,Table is only a rough approximation of expenses per benefi ted
person or credit union. It divides divisional \~xpense in half and
then divides by the number of participants or credit unions benefited.
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The Table shows that there was a general increase in costs per
recipient from 1983 to 1985. For the first half of 1986 there was a
reduction in those average costs. This lowering of costs is a
deliberate response of the division to the needs of the credit unions.
The division has a new policy of charging at least 92% of the costs of
sessions (exclusive of overhead and certain salaries) to ·the
participants. The credit unions have been quick to point out the need
to reduce costs so that they could afford to continue attending.
Fewer outside experts are being used, and more of the courses are
being given iri the training room of the federation instead of in
hotels or in remote areas. It should be noted that in our credit
union visits only one credit union complained about the courses being
giyen primarily in San Jose.

Table 19

COSTS OF FEDECREDITO TRAINING PROGRAMS
1983-1986

E.xpenses per Participant and per Credit: Union
Amounts in Colones

198fi 1985 198L~

Exp,ense per
Participant 1,249 2,130' 1,639

Expense 'per
Credit Union 17,458 20,698 15,714

1,348'

15,136

The cont'ents of the educational programs available are extremely
yaried. Federation staff is used in the progr~sas leaders and
presenters, as are outside experts on many occasions. Topics covered
vary from internal matters of risk control, accounting and
mobilization of savings; to external matters such as the national
economy. The professional-level training courses in conjunction ,.i th
two different universities appear well documented and comprehensive.
Outside experts are used where the internal resources are not
,adequate.

e. Compliance with Technical Assistance and Training Policies

Policies for, the division were established in the five-year plan and
art=! revised annually. The annual plans are listed in the annual
planning document. Every three months general reports are made to
management and the board. The technical committee reviews plans as
often as weekly, as appropriate. The division is quite adept at
maintaining records. For example, every session has a separate file,
in 'which all costs of the session are detailed, including summary
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statistics 8uen as overall and average costs, (these figures generally
square with our rough estimates J above). All hand-out and didactic
material is kept in these folders. as are the two kinds of feedback
information, evaluation sheets from the credit union pArticipants and
a summary review by the session leader.

The general objective of the division is to' provide education and
training in credit union and business principles. The materials and
course contents are well adjusted to this objective. There are
sessions in general credit union principles, as 'fell esin st>ecific
technical areas of importance to a credit union. There is a new plan
starting this year to inYolve credit union leadership in an on-geing
process of pa:oticipative planning, first: at a regional level a:1d, then
nationally. !here has also been substantial attention paid to project
planning. There is substantial follow-up through visits to credit
Unions, in B.:l effort to evaluate the longer-term resUlts of the
educaticn ,~d traini~ efforts. Thes~ are generally not separate
visits J but part of the regular procedure of provic.ing techni':al
assistance to the credit union.

The division is in the process of developing a compute:--basc:1 sys:err:
of information management. This is certain].:' con.sistent T__''ich the idea
of providinglecr~dership to credit -.mions. The divi.3icl1 is curret1t~y :n
the process c i developing a lmiversi ty-leV'el 1Jr~gr,3.m J.:.'1 cc::pute:.­
systerrls a:ld ,ri:lcipl~s. Becaus·: the Ula~,:1gement of i:-.format:'on is s:;.
important within the credit union ';!nd bec:;n;se corr:p~tcrsystems are 3.
la'rge expens c for the creei t: union, we WCuld ::ecommena thJi t the
federation implement' ~.lddi tion.il support p:-ogr:::.ms 'in this :i!"ea ~
Clea::ly the f.ederation cann'Ct' offer its or,rp. staff as eiperts. T~to
things that car.. be dene are t l) contrac,: wi th a reliable outsicl,~ expert,
to provide tecr_,,:'cal assistance in. the planning and e'''aluation (~fi"Grt.s

thaI: cradit. Ul1.iOn~3 \lill have tc go t:tl"ough, and to pro';~d·~ =..
systemat:'r: approach to th~ ~ppropria.te'Jl1if::",:ation 'Jf credit 1..:::..ic:l
n.e~ds s'o thit the:'r accounting s~,stems will be rea~~ol~a"bly con:plecc a."'lC
compatible.

\ie also recammer...d tha-: the federation stud~T Yt¥ith ,their ~ember c:-edit
lmions the possibili ty of consolidating efforts into a single modula::
and fle..~ible accounting system. Host of the credit unions already
have compatible (IBM-type)" equipment, and are having prog=ams written
for them in' the same data-base, 'language (dBase III).' It' T!fould be
~:'tremely useful to bring these insti tutioI1s t~ge':her to ma:.\:lmize
th~ir system development· efforts'. and perhaps to achieve a wcrl<:ir..g
group that. can. '~ltimately lead to _a standard accotl.."1t:ing pac~age A

5. Insti tutional Development of FEDECP..EDITO

a. Administrative and Organizational Str~Jcture

!he current organizational strllctura of FEDECREDIIO largely reflects
the structure suggested in the Five-Year Development Plan. Since its
development in.· 1983, certain functIons have moved from one division 'to
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another. and certain titles have changed, but the basic structure
remains the same.

Currently, the federation's structure is as follows:

Management Staff (7)
General Manager
Assistant General Manager
Manager/Division of Operations
Manager/Division of Planning and Development
Director/Resource Mobilization
Director/Finance and Accounting
Chief/Personnel and General Services

Technical Staff (9)
Credit Analysts (3)
Administrative Analyst
Financial Analyst
Education Specialist
PCP Specialist
Ac C01mtant
Internal Controller

Admini.strative Staff (15)
Secretaries (7)
Deposits Assistant
Accounting Assistants (2)
Cash Receipts Clerk
Collections Official
Auditing Assist'ant
PlaIUling and Technical Assistance Assistant
Receptionist

, Generai Ser~ices Staff (8)
Guards (4)
Messengers (2) ,
Miscellaneous (2)

The two major· service diyisions are Operations, and Planning and
Development. The Operations Division carries out the functions of
deposit mobilization, investment brokering, and credi t analysis and
supervision. Within this Division, the Directorate of Resource
~lobilization manages the savings mobilization progr,3m, responsible
both for the capturing of deposits, as well as the placement of these
funds. About 25% of these funds are invested in the various
government-backed securities, another 25% is loaned to private
business, and the balance is loaned to member credi t; unions. I t is
interesting to note that the federation is carrying out a major credit
activity outside of the Directorate for Credit. The, latter manages
externally funded programs, i. e .,AID/PL 480, and BID/COLAC IV which
must be used for specifically defined purposes.

The Planning and Development Division is responsible for the the
provision of development serv~ces to affiliated credit unions~ These
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include technical assistance and planning, particularly the
development of long-term plans through the comprehensive institutional
analysis approacn and education and training. It is also responsible
for supervising the implementation of the administrative credit
program.

The Directorate of Finance and Accounting prcvides accounting, payroll
and related services. Interestingly, it also contains the collections
function which would seem to be more appropriately placed in the
credit area.

The federation recently engaged a full-time internal auditor to assure
that its financial operati,::>ns are carril~d out in a manner consistent
with the best interests of its member-owners, the affiliated credit
unions. The contl"olle,r ensures that: federation actions folIo',,;
applicable laws and established policies, and reviews acccunting
practice for consistency with established no~.s.

'rhe Department of Personnel and General Services ass~~es

respcnsibility for personnel functions as well as the mai~tenance and
secu~ity of the federation's building, vehicles, office equi?~ent and
other physical assets.

In addl tioll, th.e oi·ganization has established .3, n1"lffiDer of ir~.':'I=n:~al

working cOlLlIli t te~s S11Ch as the Technical Cammi ttee, t,) prcvide a
structure by ~,;hich staff may 'discuss and tal<e action en issues cf
significan~eto t.he organi~atioll. '

As noted~ the turrent structure. was developed to respond' t~ the
challenges faced vhen thiS federa-:ion was tr:,ring to recover. from its
own. economic crisis. Hi th the moc'ifications that have b·een
introd",Jced, it seems 'to ha,'"e \;o::ked -lilith a C:':)l1side~able deg::ee of

. effectiveness a·",.... ·efficiency. Yet the' challens;es of th€: fi.1t:u!"e may
d~an(! s;:nue-wh.at dif.f~=e!l·~ s·~ruc..cure if 'effectiveness and ~iiiciency

ar~ to be maintai!~ed.

The federation is eA'1>loril1g new business possibili ties J including the
establishment of a sU'bsidiary banking entity to gain access to cap! t al
markets currently not available. It is recommended that an overall
systems analysis be undertaken to analyze the organizational structure
that would be most appropriate to enable the federation to undertake
these new activities while ma~~taining its current operations.

b •. Human and Physical Resources

The federation has registered a notable improvement in the q~antity

and quality of its management and technical resources I~ver the past
four years. At the beginning of 1982, FEDECREDITO had the following
personnel characteristics:

RES!' /JliAIL4iJLE L.OF~'
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Table 20

FEDECREDITO PRE-PROJECT PERSONNEL STRUCTURE AND SALARIES

Management Staff
Teclmical Staff
Operating Staff

Total

Number

1
8

10
19

Average Monthly
Salary

c 7,800
4,000
2,500
3,411

In terms of formal educational background, the federativn had only one
individual \7i th universi ty training and another nine ,ii th t echnical
training. In contrast, FEDECREDITO now exhi'bi ts the following
personnel characteristics:

Table 21

FEDECREDITO POST-PROJECT PERSONNEL STRUCTURE AND SALARIES

Management Staff
Technical Staff
Operating St,:lff ,

Total

Num.ber

.7
12
21
40

Average Monthly
Salary,

c 52,000
30,000
15,000
25,975

Educational background has also .increased" ,{I th 14 staff" having
university training and 12 having technical training.

Within the past one and one-half years, the size of FEDECREDITO I s
staff has grown considerably, from 27 at the end 1984, to 39 at the
end of 1985:. to the present 40. . Although the size of the staff
appears to 'be justified based on the increase in the volume of . wo'rk
handled, the federation needs to rigorousl~l control staff expansion,
particularly in administrative areas, as opposed to service areas that
generate'income. It must also be cauti01JS that staff expansion is not
'based on projected growth, which may fail to materialize if the
economy slows noticeably.

The federation has experienced large turnover in the past four years,
although it appears to have stabilized wi thin the past year. Since
1982, the federation, has hired 66 individuals; during that same
period, 21 resigned and 18 were dismissed. However, since 1983, only
12 people have left the organization indicating a much. ,more stable
w~rk force. F~r profes~iona1 staff, the turnover has been greatly
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reduced, with only four individuals leaving since 1983, out of a
current total of 14 professionals.

The federation has established an effective personnel function which
has assisted considerably in upgrading staff quality. To fill new
positions, an intensive recrui t:nent/selection process is used. Job
requirements are fully defined, care is taken to ensure that it does
not exceed budget constraints, and both management and technical staff
must give their approval. Initially, the federation attempts to fill
by promotion from withinj failing that, it advertises in the media,
particularly among the universities. Following a revie~" of written
credentials, interviews with at least three c.andidates are conducted
pr.ior to selection. Upon hiring, the employee is given a three-~cnth

probationary period, in which following initial orientation, the
employee's perfo:-mance is assessed. Beyond that period, personnel
evaluations are conducted ann~ally.

Within the past t';JO years:1 the faderation has g:re.atly expanded its
staff de"lelopment program. In 1985} the federation sponsored 25 staff
development act!vi ti es, invol'!ing various l~ourse5, seminars, a.nd
related events, involving 64 staff members at a total cos: of c
387,000. ~lith. the int=od'.lction of the CQ:nput~r systeru in
FEDECREDITO, the organization has provided traL'1~.n.g to nearly all 0 f
its managerial, technical and clerical staff. ~)..s a result, there is
ar.. e..,id·~llt YJillingness t:i utilize the cOl:lputer ~.ystem to the Inc:.xirnl:'m
extent prJS3ible.

The organization has also, imple:1l'=:lted an eIn:?lojTc:e ItotiYaticn prograo:.
designed to establish a working e!"..viron..r:1ent cCindu\~i'l€ to high
producti 17ity. In addition to' expanding the benefits tr. emploYees) a
number of social, cultural, and spcrtiug a~ti~,itl,~s have been
organlzl:d. It \olould appear the.t this p'cogram ha::, be~n effec-::lve in
boosting employee ~orale and i~ c=eati~g a pleasant ~ork set~ing.

1r11,= federation's physical resources primarily consist of the present
building, office aquipme:':lt J and. vehicles. 'Iue build:ng currently
occupied is considered ~oo small and inconve:lient. After examir:.ing
the possibility of renovation, the federation decided to purchase a
lot on ~hich to construct a new building. Fin~~cing for this project
is anticipated to come in two equal parts, the sale of the. present
building, and a 24%, five-year loan from FEDECREDITO' s member credit
u.Tlions. It is ,expected that ,construction will begin ,early nl~;{t year,
w:th completion scheduled for approximately one year the.reafter.

It is suggested that the federation be cautious in tying up capi tal
funds in non·-producing assets. A frequently used indicator of the
appropriate level of investment in non-earning assets in. credi t union
institutions i~ the level of equity. FEDECREDITO currrently has
equity equivalent to about 3.8'~ of total assets. On the other side of
the balance sheet, the federation has some 9.1% of its assets in the
non-earning category, about 2.4 times its equity. Thus there appears
to be no financial "room" to increase investments in fixed, assets at
the present time unless J for example, a special issue of non-,earning
shares were to be placed among affiliated' credit unions ready, willing

I ....
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! .
and able to accept reduced income in order to enable the federation to
improve its facilities. Another . alternative, of course, is for
FEDECREDITO to continue to build its equity through retained earnings,
perhaps even more aggressively. In either case, .the federation may
wish to utilize a modular approach in the construction of its new
building. A comparatively smaller building could be constructed
initially, but containing the possibility of convenient expansion if
and when that becomes necessary.

In ter.ms of equipment, the federation has recently acquired a computer
system which, when fully installed, will consist of 6 microcomputers'
and 7 printers, including one in color. It has contracted with Peat,
Marwick & Co. for the design of systems to handle accounting, loan
management, deposit management, budgeting and other areas essential to
FEDECREDITO's development. FEDECREDITO will retain proprietary rights
to these systems. Thus these could serve as a potential revenue
source in the future.

At its present location, the federation has a small room· to
accommodate approximately 30 individuals for training programs and
seminars. For events of greater scope, facilities at local hotels and
similar accommodations must be rented. Presumably, the proposed new
office building will include adequate meeting/training space to
alleviate this problem. -

c. FEDECREDITO'Systems and Procedures

One aspec·t that the federation appears to have understood qui te well
is the need for adequate systems -and procedures.- The federation has
developed a large nUIriber of' documents to guide the .provision of
various services and progrf.JnS. These include pOllciesand guidelines
applicable for' the mobilization of deposits, investment policies,
credi t ..policies .for each type of lending program, collections
prccedur;-:s, policies. for the adminlstrative credit program, guidelines
fo'r the various . training -and technical assistance.· programs, and
others. In effect, for every service or program offered by the
federation, there· is an appropriate document providing guidan,ce to
staff. This is a most valuable tool to ensure that staff follo~"

proper procedures and that there is some consistency in the provision
of these services to the public.

The federation has been. . equally conscientious 'in developing
documentation for internal-systems' and procedures. Policies have been
prepared that clearly define . requirements with respect to recrui tment
and selection, orientation, staff development, personnel evaluation,
and other areas in· the personnel area. Vehicle use and maintenance
policies have also been defined. Internal communications flows have
been documented to ensure that information is provided to the
appropriate individual in a . timely . fashion. In the accounting are~,

as noted, the federation is changing to a- computer-based systemj full
documentation has been provided by the consultant for the management
of this system. The organizational. planning and budgeting area also
has been well defined, which includes the -preparation of reports on a
regular"basis to monitor actual against projected' performance in work
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plans and budgets. Standardized procedures for activities from cash
receipts and disburs~ents to building security, have also been
developed.

In summary, there exists a great deal of common understanding among
staff about the way things are supposed to be done. This lack of
confusion has contributed to the increasing staff efficiency noted
eaTlier and has enhanced the federation's image as a vell-run
organization.

d. Capacity to Absorb New Funds

As observed in the section on the financial status of the federation,
the federation still has some financial ability to absorb p.ew funds,
as measured .according to .the 10: 1 debt-to-capital ratio cur=ently
required by policy. Nevertheless, FEDECREDITO is somewhat constrained
by its debt-to-equity ratio when credit ~~ion shares are excluiad frem
the equity base.. This e;c:clusion is based on the nature of these
shares, which, like preferred stock, are refundable to -:redi t ll:1.ions
at par value and thus represent: potential fixed claims of the
affiliates on the federation t s assets.. This adjusted debt-to-equi ty
ratio is curren'Cly about 25:1, which is quite high, though not yet
excessi·"e •.

FEDECP~DITO can absorb additional funds, based on its traditional de~c

to capital ratio, but it ,..ill need to axercise gre.at c.aution. in
on-lending these. funds if risk to .the afflliates t suhscribed sh.:.re
capital base is to be· !(ept ~.,·i thin rea.sonabJe bounds. TI".ds ,.,ill
require continued improvements in loan-making capabili ti.~s at beth the
federa.tion and credi t Union le",,·els. Pa·..·ticular care 'Will need to be
exercised at the credi t ~r.,;ion level to assu.':e 'chat ad equa t e eq-.1i t)"

capital (excluding share savin.gs from th~equity base calc-alatior.. :: is
.available to meet poter..tial' loan default and/or other losses. It io/:111
be eq"lally important to assure· that adequate lOa:l underwri ting
standards are applied by'. ·the borrowi~g credi t unions to mir...:Luize
potentialdelinqt:ency. Assuming that these conditions are met and
that, FEDECREDITO can continue to increase its equity capital aCColmts J

the federation's financial capacity for additional liab!lity
absorption is ~onservativelyestimated at up to 200 million colones.

Operationally we believe that FEDECREDITO staff is capable of handling
such ~ increase w~thout problem. In ,addition to the experience t~ey

now have in receiving and processing their liabilities, tl1ey have also
le.arned much wi th respect to the placing of those funds in productiye
assets. Credit policies and lending and collection systems are all
well developed, and both staff and credi t unions are experienced in
their operation.

We conclude therefore that the federation has the installed capaci ':.y
to absorb more ftmds. However., the federation must take care to
maintain its spread. This implies the need to ha"."e policies which
permit continued investment in higher return investmeQ.ts. It also
implies the need- for- maintaining or increasing the amount of
productive credit ioans to the federation. Finally, FEDECREDITO will

BEST AVAILABLE COpy
- 76 -



i..

need to exercise great care to minimize its fixed operating expenses.
If financial expansion is to be' successful, economies of scale will
need to be achieved so that increased net interest revenues are
translated into higher net income and thus increases in FEDECREDITO's
equity base.

e. System Integration

The federation has enrolled as members approximately forty percent of
all credit unions in the country. representing about two-thirds of all
the members in. credit unions. The federation continues to have
contact with non-members, primarily through management contact in
efforts to induce them to enroll and through training and education
programs.

Our interviews and other. conversations with credit union boards and
managers lead us to believe, that there is substantial feeling of
confidence in the federation. Although the infamous "crisis"
continues in their minds as a significant historical fact, the recent
succes~ of the federation has overcome much of the earlier bad
feelings. It is also true that most of the management. of the member
credit unions assumed their positions since th~t difficult time. They
have little or no first-hand experience with it and much prefer to
concentrate on their current needs.

This sense of common purpose extends to recent decisions by the
collective group of members at their annual meeting. The credit
unions agreed to deposit in the federation an amount equal.' to at least
lO~ of their O~"Il' deposits and to deposit,' an additional 10% either in
the federation or some other t:inancia1 institution... This decision

. took more than a year of debate and was certainly not universally
popular. Yet current indications are that they are . complying. We
judge this' to be a strong inriicator of the growing sense of system
integratio~.

Addi tionally we have commented on' the planning method being used for
the development of the next,. five-year plan. This includes the
formation of working groups of credi t lmion ·leaders on a regional
basis. There is high participation in this effort so far, and this
represents both an indication of the system capability already
i~Planted and, a new way of further strengthening that system.

f. Sustainable Institutional Capabilities

The federation has made enormous ·strides during the course of the
proj ect. This is due to both internal and external factors. The
confidence and support demonstrated by COLAC, USAID and other external
assistance agencies has been critical to the federation's resurgence,
providing it with both financial and technical resources at a time
when the system's very ~urviva1 was at stake. Similarly, the
commitment of a core of affiliated credit unions and the capabilities
of the federation' staff they hired made the turn-around possible.
This strategy was translated into successful market performance,
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enabling the movement to grow and. develop 4tboth the credit union and
federation levels.

FEDERECREDITO's capabilities' have been developed by the project,
institutionalized in practice and established in the marketplace.
These sustainable capabilities are briefly summarized belov:

(1) Deposit Mobilization

The federation has achieved a significant presence in the national
financial market, and credi t: unions have captured a meaningful
share of total private- sector savings and time deposits. The
movement's 4.5% share of this market (estimated using Il1F data for
Dec.ember, 1985) compares favorably ".ith, for example, the U.S.
credit union movement'~ 5.5% share of consumer savings •.

(2) Capitalization

FEDECREDITO's total capi cal has increased f~om 5.4r' total assets
in December, 1982 to 11.4% in June, 1985. The portion of members'
share savings at the local le"Tlal invested by the credit unions in
FEDECREDI'IC 's s11are accou..'flts has risen from 1.6% ill 1932 to S. 37~

in 1985.

(3) Equity Gro~th

FEDECREDITO's equity has grown froI'J 2.3'~ of total :assets in'1982
to 5%. at December t 1985. Hhile it has· fallen slightly to 3. 8~~
during the first halt. of 1986 J . this may understate p.:>st-.closing
add.! tions to reserves and retai.ned earnings to be achieved by
year-end. The- federat;i'~n' s fir..aneial capa~il:ti es hav·: beer.
significantly stren,3l:hened during the . period by its gro~th i:-j,
eq1lity of 29 nillion colones. FEDECREDITO now has a subs-:anti~l

financial cushicnto meet probable and possible future losses.

(4) Fin~cial Self-Sufficiency

The· federation has achieved a slight positive surplus from its
overall operations in June I 1930. While cost constainment and
increasing income from non-fina..-,.cia·! .services need to become key
priori~ies, achieyment of operational· break-even is a critical
strength which can reasonably ,be sustained.

(5) Delinquency Reducti9n

FEDECREDITO has been remarkablY strengthaned .by its reduction of
delinquency tt:) less than 2~', which is excellent even by U. S .
credit union standards.

(5) Human Resources

The federation has a capable, highly motivated professional staff
who will-be able to conti~ue leading the movement's development in
the years" ahead. FEDECREDITO will need to continue improving
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staff productivity so that future income gains from growth can be
translated, in part, into improved remuneration and working
conditions. The crisis has now been largely overcome and
FEDECREDITO needs to consolidate its gains to prevent staff
"burn-out" or loss of key employees to competi tors offering more
advantageous employment packages.

(7) System Development

FEDECREDITO has well designed and documented operating policies,
systems and procedures. These are fully lnsti tutionalized and
will continue to serve the movement well after AID funding ends.
Successful computerization of several of these systems will be the
federation's major challenge in this area during the coming years.

g. Sustainable Benefits

We believe that the project goals have been achieved and that the
benefi ts are sustainable. The COLAC assistance has accomplished a
"technology transfer" which has made the federation able to continue
the work originally introduced or promoted by COw\C. Just as
FEDECREDITO's development has resulted in strong and sustainable
institutional capabili ties 1 so are benefi ts at the credit union and
community-level economy largely sustainable by the movement after AID
funding ends. These sustainable benefits are discussed below:

(1) Credit Union Management

The administrative credit component has enabled many credit unions
to upgrade their managerial staff. These staff are now in place,
they have overs'een tremendous growth in the movement and are
gaining the experience required to lead the movement successfully
for a generation to come.· Good managers are the single most
imr ....... t:- ::\nt "e.lement in credit ll..TJ.ion success. The managerial teams
put together with project assistance vdll enable the affiliated
credit unions to continue their own development, providing
services in ,the marketplace that the membership and their
communities need and are able to support financially.

(2) Expanded Financial Operations

The savings mobilization program has . created a huge deposi t base
and pool of lendable funds which will continue to grow and serve
members' needs for the foreseeable future. While rationalization
of financial versus non-financial services, products and prices,
and financial structure and capitalization are issues which must
be addressed, the human, technical and financial capabilities are
in place now to assure that the movement continues meeting
members' needs.

(3) Central Liquidity Facility (eLF)

The project has developed the CLF to regulate and rationalize
.liquidity management in the movement. This is a key elemen.t of
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the national credit union financinl system and will, over time,
reduce required levels of system liquidity and thereby enhance
credit union earnings. It will also help to stabilize the system
by creating a pool of liquid assets available to meet short-term
liquidity needs. The increased stability and earnings will enable
credi t unions to continue improvir.Lg and expanding their services
and markets The CLF can also bec:ome the vehicl·e for accessing
Central Banlt resources when the credit union movement gains
participation in the formal financial system.

(4) Development Finance Facility (DFF)

The project has helped reestablish FEDECREDITO ,as a credit'Worthy
flnancial intermediary. I t can now borrow on~e· again from GOL.AC
and other sources. This will enable th'e covement to increase
to tal resources a~,ailable to ser_?e membel·s J part icula.:-ly in the
area of medium- and long-term credit which currently cannot be
supplied from short-term credit un!()n deposits.

The feder;;ition should noy be able to borrow from the Cocperative
Housing Foundation (CHF) progra.'l1 an.d other sources of longer tern.
funds to l!leet meobers' needs in this at"~a. FEDECREDITO '..;ill also
'be able to de·,elop longer term, va~:,iable rate savings i:ls:rument~,

to s~pport the sy&tem's lending activities in the years to corne.

E. CREDIT UNION LE\r:EL

This secti'Jn bri,efly dis,:usses de\"E!lop~.ents at tha ~rE:di t ur:.i;J!'.. l:vel
of the F"ED~CREDITO system. The credi t union survey confir::s the

, evaluation's fin1iings at the federatio:1 level. 'J f a '.ira:n.3.tic
'turn-:-around in.. the TLoveoent' s perfornance, management and ?ubli c
confiden':e. With the support of USAID and CQU.C, an effecti"lel.y
integrated natior.:.al credit union financial system is emerging ·-,hi:~l is
increasingly capable of developing and distributing the savings and
credit services required by an ever-widening mecbership.

1. Financial and Social Growth Trends

a. Management

Since 1981 there has been a substantial change among t:'le credi 1:

unicns. Thirty-six out of the 49 me~ber credit unior.s have manag~rs

who were hired after 1981. These managers are generally your.g and
aggressive. We have probably met the trtanagers of half of the credi t
unions, all of them fitting this description. fliuch of the electe'j
leadership. in the federa tian is also ne~7 J beth to credi t unions and to
the federation. Their work effort is high as is their interest. They
also bring a high level of training an,d education to their efforts,
coming from the business and financial :~ields as well as tradi tional
credi t union backgrounds. These 'changl!s in the human resources of
credit union ·movement. leadership in Costa Rica ~ are highly
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significant. The federation has begun to involve the leadership at a
new level through the planning process for its new five-year plan.

b. Finance

On the financial side the credit unions have shQwn continued growth
throughout the period. Our data are limited however to information
through the end of 1984, with only projections for 1985. The
federation is improving its data collection, but we would recommend
that more be done. Balance sheets and income and expense statements
should be gathered for year-end information back through 1981, and
then kept up to date at least annually. In this way the federation
will be able to monitor significant trends and measure probable
changes in the short and medium term. Such data would also help in
targeting assistance to credit unions needing it.

The trends show that there has been ,a steady growth of about 70% per
year in assets and liabilities, except for 1982-1983 when the growth
was about 125% in assets and 160% in liabilities. Capital growth has
not kept pace, so that the ratio of liabilities to capital has
increased from 1:1 to 2.6:1. This trend is further complicated by the
existence of many credit unions in this group which are of the
multi-service type. It is difficult to know hoW' the financial or
credit union side of their business is developing. As part of the
record keeping of the federation, we recommend that the data base of
credit union information be divided into credit union versus other
kinds of business. Most credit unions do keep separate records at
this time. It is. uncle·ar hoW' easy .it '"N'o'-!ld be to obtain consiste:1t
formats for balance sheets and income and expense statements.

The 39 credi t unions in our sample had 3.2 billion colones in total
assets at year-end 1985, up from 290 million in 1981. In liabilities
they had 1.5 billion in deposits from their members. This amounts to
approximately '+.5% of the .. -''!''ingh and time deposi ts in the country.
In membership the credit unions had about 94,000 members (March,
1986), serving approximately 16% of the population of Costa Rica,
assuming one member. per family, a family size .of 4.5 persons aIid total
population of 2.6 million. These figures' represent a substantial
increase in the amount of penetration of the savings market.

2. Analysis of Principal Indicators

The performance of the affiliated credit union system during the
1981-1985 period liill be analyzed 'Using key operating ra·tios,
calculated from aggregate financial data reported by.credit unions to
FEDECREDITO. This evaluation l.;ill be approximate at best, due to the
mixing of financial and non-financial books of business in the
reporting credit unions. The analysis focuses on the following key
results areas of credit union financial performance: capital adequacy,
asset quality, earnings, liquidity, financial structure, system
support and growth. The values of the indicators measured reflect
movement-wid~ averages ; individual credit unions will certainly vary
from the averages~ .
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In summary" form, the analysis shows th2,t: capital may be inadequate to
support the current volume of finaD.c:ial and non-financial assets j

asset quality is undefined and needs further study; earnings rates are
declining; and growth is extremely hie~. these findings suggest that
greater operating efficiencies, loan growth, improvements in earnings
from non-financial services and increased ca'pitalization of
non-financial services are needed to assure continued strength in
local credit union operations.

a. Capital Adequacy

These ratios measure the extent to whi,:h credit union equi ty (reserves
and tmdivided earnings primarily) is sufficient to protect mem.be!"s'
and creditors' claims on assets in the e'vent of probable and possible
losses or other financial difficulty. Equity 'is "the "financial
cushior~n of zero-cost funds whi ch may a1Jsorb losses.

The credi t unions have maintained, by ::inancial indus,:ry standa:,ds, an
excellent capital ratio (total equity to total asset:s) of lO'~.
SimilarlY the reserves to loans rat-j.o is .:leave average e.nd =isf:s
du:-ing the period from 12% to 18%. E:owever, it is not pcssible to
determine wn..:ther or not this level is adequate to protect the c:-edit
union members and ,:redi tors against loan loss-:s, because£l56rega':e
delinquency data are nd't available. For the sa.r:!e reason it i,3 not
possible to estimate solvency, the net asset value of total savings
(shares and deposits). If delinq".lenc7 is zero, then the solv,=n.cy
estimat:or h~s risen fro~ 114~' to '116;' of the par or book, value of
shares and deposits.' Each pe'rcentag,e poin': of delinquency reduces the
sclve~cy estimator by 0.6%, so the movement could have, on a~erage: up
to 25'70 c.. e.linquency before' technical in,sc 1v~ncy vlould be reached.

The mul.ti-service r.at'Ur·~ of many of the credi t lli"1.ion.s may, ho·.,.,..eve:-,
negate ¥;hat other"'iSe, is an excellent capital ~)ositio~. This is
because the equity needs of n~i"l-financial serY"'ices are genera:ly
substantiall~T greater, than for fi'n~.."cial servi'ces. In fact it appe:irs
that capital, in the system is far 'below 'what is truly needed to
support, the current lev'el or' non-financial assets and operations.
This finding is based on the following analysis of the 1985 balance
sheet data presented in Table 22. !he analysis assumes that fixed and
"other'" assets (ie., non-financial aSS,E~ts') are entirely dedicated to
non-financial, services and that "other'" liabili ties (ie., exclucUng
savings deposits and notes payable) are used entirely to finance these
non-financial assets.

MIllions of

Fixed and other non-financial as:sets:

Less other liabilities:
Less total equity:

Equals financing from notes ,payable,
savings deposits and shares:

Colones

1,293.6

424.0
314.6

S5S~0
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Table 22

CONSOLIDATED BALANCE SHEET OF 39 MEMBER CREDIT UNIONS
1981-1985

In millions of colones

Balance Sheet in Absolute Figures

ASSETS 1981 1982 1983 1984 1985*

Cash and Banks 7,8 21,1 40,7 49,5 105,4
Investments 16,8 81,6 167,0 275,5 475,8
Loans to Members 170,3 207,5 423,9 863,4 1.275,3
Fixed Assets 39,8 74,5 228,5 311,4 607,2
Other Assets 56,1 127,0 283,8 350,8 686,4

TOTAL ASSETS 290,8 511,7 1.143,9 1.850,6 3.150,1

LIABILITIES

Passbook Savings 55,2 120,1 181,2 ,265,6 321,9
Fixed Deposits 34,7 98,7 351,7 664,6 1.140,9
Notes Payable 24,4 38,8 136,3 203,2 ,392,2
Other Liab~lities 31,2 50,1 132,3 ,206,.1 , 424,0

TOTAL LIABILITIES 145,5 307,7 901,5 1.'339,5 2.279,0

, CAPITAL

Share Savings 117',1 143,2 213,1 ',339,'1 556,5
Loan Loss Allowance 1,6 2,2 5,0 13,7 29,8
Statutory Reserve 2,7 6,1 7,2 6,8 ' 12,2'
Education Fund 1,4 3,0 3,8 5,8 10,1
Other Reserves 13,8 31,5 79,7 103,6 185,4
Donations 1,8 3,0 11,1 ,21,1 37,0
Undivided Earnings 7,0 15,2 22,5 27,9 40,1

TOTAL CAPITAL 145,4 204,2 342,4 , 511,0 871,1

* Preliminary data
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This' analysis shows· that the fixed anl1 other assets absorb all credit
union equity plus other liabilities and still require 555 million
colones from notes payable J savings deposits and shares. In effect,
this means that there are no equitY funds available to cover potential
losses in the financial services area., It also means that some of the
interest and dividend payments on the notes, savings and shares must
be derived from net income of the non·-financial services. As we will
see later, it appears that these servi.ces are on average losing money
rather than adding to net income and thus are a drag on both equi ty
and earnings •

b. Asset Quality

These ratios measure the earning power of the credi t unions' assets •.
UnfQrtunately J it is not possible to me'asure the most cri tical of
these ratios J the delinquency rate, due to lack of da ta. FEDECREDITO
urgently needs to update its reporting system to includ~ credi t uni<)n
delinquency.

A second critical measure of asset quaIt ty ·is the share of non-earning
(ie., non-interest producing) assets as a percent of total ass,ets. In
general this percent should not exceed the pe=cent of aquity to total
ass~ts in a financial s·ervices oriented credit union.FEDECREDITO 's
affiliates naye, howeYer, far eJ::ceeded this guideline: non-earning
assets rose from 33~~ to 41% of total assets during tr..e pericd ~hi Ie
e~uity was constant at 10%.

'c. Earnings

Earnings are the primary source of addi tions to equi ty and funding for
interest and dividend paYI!lcnts to members and creai tors. Earnings
3;>erformance is generally meas"..lred by a "spread" or margin analy'sis

.which converts the absolute' amot:r..ts of i:lcclJ1e and ,::xpenses to percent
rates' on total assets. . Table 23 sho';,{s a soread an.alysis for the
credit' unions for 1981 and 1984 (earnings data are not available for
1985). The income':and expense items a:t"e based on the data shown in
Appenduc 6. Percent rates are calculated on ending total assets for
each year.

Yield on assets· increased during the period from 9.60% to 16.62%,
while the cost of funds rose from 4. 28~' to 10.83%, resulting in a
slight increase' in the gross interest spread from 5. 32}~ to 5.80%.
This growth was subsequently lost to increases in ~et operating cost.
Operating costs were more than offset by commission income in 1981,
resulting in a net addition to the gro;3s spread of. 6.82%; however by
1985, operating costs had risen while the percent rate of commission
income had fallen, producing net ope:rating costs of 2.02%. ,As a
'result, the financial operating spread fell dramatically from 12 .14~~

to· 3.78%. While this still represents s01.:Ild performance by credi t
union industry' standards, the trend is ot:linous.

Assuming that· all "other" income. and expanse items shoYIl by
FEDECREDITO for the credit unions rep,resent .non-financial. serv'.ices
related items, the spread analysis show~ that these improved their
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Table 23

CONSOLIDATED CREDIT UNION SPREAD ANALYSIS
1981 and 1984

Amounts in Millions of Colones, Percent Rates on Ending Total Assets

Interest Income/
Yield on Assets

1981

Amount

27,782

Percent

9.60

Amount

222,674

1984

Percent

16,62

Interest Expense/
Cost of Funds

Interest Margin/
Gross Spread

Financial Services:

Operating Costs

Commission Income

Net Financial Operating
Cost

Financial Operating
, l1argin/Spread

Non-Financial Services:

"Other" Expenses/Cost

"Other" Income/Yield

Net Non-Financial
Operating Cost

Net Margin/Net Spread

(12,380)

15 , L~02

(22,244)

'41,980

19,736

35,138

(87,954) ,

63,338

(24,616)

10,522

5,32

-7.69

14.51

6.~2

,12.14

-30.40

- 8.51

3.64

(145.035)

77~639

(149,242)

,122,251

27,001

50,638'

(621,627)

601,349

20,278

30,360

-10,83

5.80

-11.14

9.13

-2.02

3.73

-46.40

44,89

-1.51

2.27

Notes: (1) Source: FEDECREDITO
(2) Details may not sum to ·totals due to .rounding
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performance during the period but were still money losers. The yield on
non-financial assets rose from 21.8SI% to 44.89~ but this was nearly
balanced by the rise in non-financial expenses from 30.40% to 46.40%; the
net non-financial operating cost rati() fell substantially from 3. 51~' to
only 1.51% but still represented a 11et subtraction from the financial
operating ratio. As a resu1t, the nE!t spread fell from 3. 64~' of total
assets in 1981 to 2.27% in 1984.

In sum, it appears that credit un:lons are facing reduced financial
operating margins as they grow and t:ha t non-financial servi ces, ,~hi1 e
improving, are still not able to gene:rate net addi tians to equi ty. The
movement, ideally with USAID assistancl:!, needs to examine in detail both
its fina..,.cial B.:ld no'n-financial servic:es if it is to ccntinue to prosper
in the face of ever-increasing competition.

d. Liquidit.y

Liquidity ratios measure the relationship of liquid assets to members' a~d

credi tors' claims and the degree of dependency on external fund.s. The
latter is also a measure of leverage, or the relation~hip of fixed
inte~es~ and princ!pal repa~rmene obligations to mc~bers' shares.

The tradi ticaal measure of liquidi ty, the loans to sa·.·ings (depos its £t:;..:

share.s) ratio ~ decreased during the pt~riod from 82% in 1931 to 63~" it;
1935 . This reflects both increases in cash and investments due to the.
movement's aggressi·.,e savings mobilization Qrog:-o?..I:l and increa:;~:i..!.

inves tment in non-financial assets. S in.ee leans are the principc.l '::arr.'o.ing
assets· of the credi t unions, the decline in this' ra tio parallels 'che
~ecline" in 'the financial operating rati,:, analyzed above.

A second measure of liquidi ty is the l:lquid reserve' ratio, T,.;hich !n.::asur.::'~

liquid assets as "a percen~ of the principal claim3 of members an~

creditoZ"s (deDosits, notes :?ayable and sha.res). This ratio more char.
dou'blF.··· ~'.lrin6 the period, rising from 11% to 24%. The actual liquidicy
available to mee t thes e claims may, hOTNe',er, be some~.;hat ). ess than the
ratio indicates J because the 'non-financial services may requi t'.~

substantial cash balances. Even so, it appears that the system currently
has sUfficientliquidi ty and could well examine al te rnatives to expand and
'lengthen the loan porefolio. This can 'be expected to incre~se ea=nings as
well as improve: financial ser/ices to members. as long as delinquency can
be adequately controlled.

The impact of the deposi t mobilization. program and expanded FEDECREDITO
lending to credit unions is seen in the le'Terage ratio. This measures the
percent relation of the sum of depos:l t savings plus notes payable to
members' share savings. The higher the value of this ratio, the greater
the reliance on fixed interest sourc.es of furJ.dsand the greater the risk
of variability in earnings available to pay dividends on shares and adti to
reser\"es and undivided earnings. This leverage ratio increased by over
200% during the period, rising from 98% to 333%. This implies a need for
constant improvement in asset/liabilitJl' management techniques to assure
adequate earnings and liquidity to meet potential withdrawal and
amortization requir~ments.

/ .,
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It also magnifies the potential impact of delinquency on solvency and
earnings. The credit union movement will probably need continued external

,assistance to develop appropriate financial management policies and
teChniques to minimize the risks inherent in this leveraging.

e. Financial Structure

The strength and competitive position of the credit union depends on the
quality and strength of its earning assets in relation to its funds
bearing cost. The higher this ratio, the easier it is for the credit
union to accumulate undivided earnings while offering members top savings
interest rates and charging minimum loan interest rates. The ratio
utilized to measure financial structure is the percent relationship
between earning assets (cash and investments plus loans to members) and
funds bearing cost (deposit savings, notes payable and share savings).

The affiliated credit unions suffered a weakening in their financial
structure during the period as earning assets declined from 84% to only
77~' of fUl1ds bearing cost. This ~Jas due principally to the rise i:n
non-earning assets and a consequent fall in earning assets from 67% to 59%
of total assets which exceeded the decline in funds bearing cost from 80~~

of assets to 77%.

f. System Support

System support measures the degree to which credit unions are investing in
the federation's shares, thereby, ~roviding capital for its central
liquidi ty and, development finance facili ties. The ratio 'utilized 'i~ the
sum 'of federation shares expressed as a percent of total credit union,
ass.ets. This ratio rises during the' period from 0.46% in 1981 t'o 1.12% in
1985. As noted . previously, however, this does not provide ,an accurate
measur.e of each' credit union I s investment in the permanent share capital
of FEDECREDITO. r1any credit unions 'have extremely small investments in
the 'f,ederation while others, principally the major borrowers, have
relat~vely high share investments. A proportional capi talization system
would 'permit a rationalization of the investment burden among credit
unions, . requiring each one to invest a similar percentage of its total
assets' (or other common base) .in federation shares. Such a program mus t
be balanced, of course, by effective management of the federation to
assure that investing credit unions receive adequate yields on their funds
and that delinquency is controlled.

g. Growth

Growth has· been the hallmark of the affiliated credit unions during the
last four years. Total assets grew by 983% from 1981 to 1985 while
liabilities increased by 1 ,466% and capital by 499%. Total investment in
the system increased by. 2,859.3 million colones. Funds bearing cost
financed' 76 .2% of 'this growth and earning assets absorbed 58.1% of total
funding. 'These data are summarized on an account by account basis in
Table 24.

- 87 -



'l'ablu 24

GROWXH IN CREDIT UNION SCIURCES AND USES OF FUNDS
1981-J.985

Amounts in Millions of Colones, Percent of Total Asset Growth

Growth
Source of Funds

Deposit Savings

Notes Payable

Other Liabilites

Share Savings

Eq,ui ty

Total Liabilities and Capital

Uses of Funds

Cash, Banks-and Inyest:nents

Loans to r1embers

Other AS:3ets

Total AesetG

Source: FEDECREDITO

Amount Percent

1,372.9 48.0

367.8 12.9

392.9 13.7

439.4 15.4

286.3 _10.0

2,859.3 100.0

556.6 19.5

1,105.0 33.6

l.197.7 _LLi.. 9

2,859.3 100.0
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Deposits financed 48% of growth, while notes payable contributed 12.9%
and shares 15.4%. Equity and other liabilities contributed 10% and
13.7~, respectively. On the assets side of the balance sheet,
non-earning assets were the major funds user; absorbing 41.9% of total
growth, while loans claimed 38. 6~ and cash and investments accounted
for 19.5%.

Savings deposits and shares accounted for 63.4% of total growth,
another measure of the success of the savings mobilization program.

The major area of concern is the high concentration in non-earning
assets, which absorbed 41.9% of total asset growth, as compared to the
contribution of non-costing funds (equity and "other" liabilities)
which provided only 23.7% of funds growth. Slight declines in the
profitability of these non-financial operations or the marke~ value of
these' non-earning assets, combined with increases in delinquency,
could lead to serious financial difficulties in these ever more highly
leveraged credit unions. Both FEDECP£DITO and the credit unions will
need to moni tor carefully theirperformance in these areas r improve
their equi ty capitalization and develop appropriate management
techniques to prevent possible problems should economic conditions
change for the worse.

3. Major Strengths and Weaknesses

Clearly the member credit unions have· grown substantially. Their
growth is . faster than the overall financial grow-thin the country.
They hav,e been· successful in capturing a subs'tantfal share of· the
sayings marke.t.· Many have improved· their physical appearance and
their convenience. The enthusiafm sho"rn by staff and management in
the credi t unions we visi ted was substantial. The human resources of
the movement are possibly the greatest source of strength.

The curr,ent weaknesses lie in the following areas:

. a. The credit union portion of the business ma)' be undercapitalized.
In the credit unions we visited it was not uncommon for capitalization
of the non-credit union functions to be at a level per member of 10
times the credit union portion. Of course there was not necessarily a
100% overlap. in participation in the different functions. Nonetheless
we cannot determine the degree to which the purely financial functions
are adequately capitalized. Further, this capitalization has been
worsening relative to the total indebtedness.

b. The deposit base may be volatile. The Costa Rican economy has
been able to recpv.er some of its strength during the past several
years, and, in partic'\.1lar there. is a substantial amount of liquidi ty
currently in the financial system, due to favorable but possibly

'short-term condi tions. It is difficult to measure the likely impact
on this deposit base should these favorable conditions change.
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c. '!he non-financial services may be drawing off surpluses from the
purely finaneial business. Inmost of the credit unions wevisi ted
with multiple services the credit union portion of the business was
the most prof! table. Often the othel' businesses were losing money.
!his subsidization may be weakening the ability of the credit unions
to survive future reversals.

d. The credit unions are moving fairly rapidly into advanced
operational methods, such a3 desk-top computers. Most are acquiring
IBM-compatible equipment and hiring progra:mners. Most programs are
being wri tten in dBase III. l'Iost credi t unions expect to have network
systems operating soon. Tho1Jgh theil' intentions are admi.'rable and
their needs cleclr, 'Ie believe that th.ey have exposed themselves to
several risks which will ultimatelyco:n.vert themselves into costs for
the credit unions. The first risk is that thecredi t unions are
developing their systems separately an.d ar.e therefore li~<E:l;,. to
develop soce·what incompatible procedur~~s and reports. The second is
that by d'svelo;;dng their systems separately they 'Wind up paying f1lll
cost several times ove:- for work which is often id=ntical. The third
is that th.eir reach has exceedi;d their grasp. That is I they intend tJ
have netr,;orks ~her.. in fact neither their soft~are nor their ha=dw-are
is adequate for such r.et·..,orking.. To cmnpletetheir effor~s they viII
need to invest substantial additional ftm~s, and possibly eve~ tctally
rewrite their software. The fourth is that it will bacome
increasingly costly to mai;\.tain, thei.r individual systems at tr.e
appropriate competi tiYe le",el. As th.:dr competition introdtlC2S ne¥'­
s·ervices .9.nd new ways of attracting al:cour:tts, the credi t unions may
fi~d ·themselve~ unable to adj~st. due to 'inflexibilities in theIr
systems.

e. The h1..lIIla:':l. reSOtlrCes 0: the :redi t u.~~..:
training and education ~hichuould~2.

o:?erating at the hIghest le7els of ,tec:1LJ.-:
movement's continued accalerated gro~th.

4. Impact of the Federation Programs

,~ s till lack' some 0 f the
them fully, capahle of

:::,,:pe:-tisc ·.··~q,uired· by' ~he'

As detailed throughout this report, th,ere have been several results
which we belie'/e can be attributed directly to the federation. In '
this section we shall sUII1.Clarize those re~3ults.

,!i. DevelopJlent 0 f Euoan Resourc,es.

Through its education and training ~rograms the federation has
succeeded in promulgating general principles and specific technical,'
capabilities through a wide base of individuals and their credit
unions.

b. Organizational Development

One of the major aids to' c~edit unions which they reported to us was
FEDECRED!TO's organizational' developme:nt study pro·cess and the
supporting technical assistance ~hich came with it.
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c. Expansion of Productive Credit

The development of a substantial portfolio of productive loans was a
success of the federation, as was the ability of FEDECREDITO to
provide technical assistance and training in how to manage these loans
successfully to avoid delinquency and help the member.

d. Expansion of the Savings and Deposit Services of the Credit Unions

The federation was able to encourage a substantial increase in the
marketing efforts of member credit unions. The idea of capturing the
savings of members and placing those savings in productive loans and
investments has taken hold. The credit unions have recognized the
importance of being a major source of financial service~ for their
members.

e. Expansion and Strengthening of the Idea of a Financial System

The credit unions have agreed to place 10% of their own deposit base
as deposits in the federation. This is a substantial recogni tion of
their own need for liquidity as well as the value of utilizing the
federation as a central liquidi ty facility. The fed·eration has also
been able to exert leadership among the cl-edi t unions to resolve such
issues as overlapping membership. The principle of a financial system
has also been extended to. the lending services of the federation to
the member credit unions.

f. Implantat-ion of the Idea of Systematic· Planning and Information
Processing

The credit unions haye received training in these areas, and have seen
the leadership of the federation in improving itself through these
activi ties. In addition the federation provides feedback in both

.areas ~9 participating credit unions.

g•. Strengthening of Credit Union Management

Directly through the training, education and technical assistance
programs and indirectly through the administrative credit program, the
federation has been active in strengthening credit union management.

h. Resource Coordination

The ~ederation has been able to play a valuable role in distributing
certain resources. We have already mentioned the work in preparing
credit unions for productive credit. Another example is the training
and assignment of Peace Corps Volunteers.
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LIST OF PRINCIPAL CONTACTS

FEDECREDITO

Manuel Araya B.
Carlos Mora V.
Mario Vargas A.
Pablo Cruz M.
Marco Vinicio Garro M.
Evaristo Alfaro C.
Liliana Vargas V.
Abel Salas M.

Raul Sanchez
Raul Vaca

USAID

Rafael Rosario
J?everly Latham
Vincenz Schmack

, ,List of Surveyed Credi t Unions

Coopetierrablanca R.L.
Coopealianza R.L.
Coopesanmarcos R.L.
Coopeorotina R.L.
Cootilaran R.L.
Coopesparta R.L.
Coopesago R.L.
Coopeguadalupe R.L.
Coopenae R.L.
Coopedent R.L.

General Manager
Assistant General Manager
Manager/Division of Operation
Director/Resource Mobilization
Director/Finance and Accounting
Internal Auditor
Chief/Personnel and General Services
Manager/Division of Planning and
Development

Resident Advisor
Advisor/Production Credit Program

Project Officer
Assistant Proj eC.t Officer
Private Sector Development Officer
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ALLOCATED ANNUAL BALANCE SHEETS OF CENTRAL LIQUIDITY FACILITY
1982 - 1985

CENT. LIQ. FACILITY 31-Dec-85
BALANCE SHEET (in colones)

Assets:

31-Dec-84 31-Dec-83 31-Dec-82

,Cash and checking
Investments
Loans, short term
Loans, long term
Other assets

7,333,866
76,124,568

217,821,912
34,312,977
38,905,800

1,731,682
12,153,252

127,861,727
10,760,666
34,256,073

o
19,081,366
32,790,108

5,834,429
36,548,363

'0
20,261,290

5,834,429
335,457

26,765,459

TOTAL ASSETS 374,499,123 186,763,401

Liabilities:

9 f t J 254,266 53,196,635

Passbook savings dep.
Notes payable, s.t.
Fixed deposits, s.t.
Fixed depo~its, 1.t.
Notes payable, 1.t.
Other liabilities

13,310,757.
o

280,300,588
1, 3~5., 000

o
23,423,190

8,710,016
o

139,997,998
1,992,000
1,000;000

12,223;616

3,080,562
o

62,354,633
o

3,000,000
7,,296,265

2,179,111
o

28,410,314
o

4,000,000
4,296,570

TOTAL LIABILITIES 318,359,535 163,923,630· 75,731,460 38,885,995

Capital:

Credit union shares
Other capital accounts
Statutory reserves
Undivided earnings
Loan loss allowance

28,144,581
10,735,058

1,437,955
1,617,864
6,343,058

7,297,092
4,755,252

705,283
898,156

4,006,783

2,013,837
2,223,096'

290,925
75,287,

1,425,996

458,377
43,096

144,982
75,251
72,810

TOTAL CAPITAL 48,278,516

liabilities/cap. (FED) 7.4
liabilities/cap. (WOC) 6.6

17,662,566

11.7
9.3

6,029,140

16.1
12.6

794,516

53.8
48.9

J\



BALANCE SHEET ACCOUNTS ·OF CENTRAL LIQUIDITY FACILITY AS PERCENT
OF TOTAL ASSETS 1982 - 1985

CENT. LIQ. FACILITY 31-Dec-85 31-Dec-84
BALANCE SHEET (% distribution, asset base)

Assets:

31-Dec-83 3l-Dec-82

Cash and checking
Investments
Loans, short te~

Loans, long term
Other ass-ets

2.0% 0.9% 0.0% 0.0%
20.3% 6.5% 20.2% 38 .1'~

58.2% 68.5% 34.8% 11. O~~
9.2% 5. 8~~ 6.2% 0.6%

10.4% 18.3% 38.8% 50.3~;

TOTAL ASSETS

Liabilities:

100 • o:~ 100 • O~~ 100.0%

Passbook savings dep.
Notes payable, s.t.
Fixed deposits, s.t.
Fixed depo~itsJ l.t.
Notes payable, l.t.
Other liabilities

3. 6~' 4.7% 3.3% 4 ., '3/
• .J..I>

0.0% O. O~~ 0.0% O. O~~
74.31, 75.0% 66.2.% 53 . 4~;

0.4% 1.1~~ O. O;~ o.i':)%

0.0% 0.5% 3.2;{ 7 . S;~
6.3% 6.5% 7.7% 8.1%

.TOTAL LIABILITIES

Capital:

85 • O~~ 80.3%

Credit union shares
Oth:r capital accounts
Statutory rese~ves

Undivided earnings .
. Loan loss allo~ance

7.5% 3. 9~~
') .,~, o. '?~~.... J./2

2.9% 2.5% 2. 4:~ o. :~';

o.4~' 0.47- O. 3~~ O. 3'7~

o.4i~ 0.5% C.1~~ o. :~~

1.7% 2.1% 1. 5~~ o.l~~

TOTAL CAPITAL

Capital, % liabilities

BEST AVAfLAB/.,.E COpy

15.2%

- 2 -

9.5%

10.8%

6.4%

8. O~~

1. 5~~



ALLOCATED ANNUAL INCOME AND EXPENSE OF CENTRAL LIQUIDITY FACILITY
1982 - 1985

CENT. LIQ. FACILITY 31-Dec-85 31-Dec-84 31-Dec-83 31-Dec-82
OPERATIUG STATEMENT (in colones)

Loan interest inc. 48,153,203 28,732,104 10,833,685 1,734,505
Investment interest inc 16,424,914 2,425,060 4,699,925 2,711,013
Commissions 3,863,306 916,837 434,398 0
Other income 320,968 53,774 970,005 410,091

TOTAL INCOI1E 68,762,391 32,127,775

Cost of funds 56,602,641 27,522,722

16,938,013

15,331,942

4,855,609

2,859,544

1,769,257' 2,036,976 1;295,852 64,792
====================================================

GROSS MARGIN

Personnel cost
Operating expenses
Other expense

DIRECT EXPENSES

Loan loss provision

ADJUSTED MARGIN

12,159,750

2,130,950
1,318,511

538,464

3,987,925

6,402,568

4,605,053

851,912
743,102

o

·1,595,014

973,063

1,606,071

528,318
706,963

o

1,235,281

( 925,062)

1,996,065

. 125,071
306,997

o

432,068

1,499,206

Indirect costs 4\, 122 .. 547 '1 , 829, 16°'. '~, 583, 289 l,17L~,881

.====================================================
NET OPERATING MARGIN 2,280,021 ( 856,997) (2,508,351) 324,325

Donations and other short term sources of funds:

====================================================

Donations
LS/LP program
Exchange loss reimburse

GAINS OR (LOSSES)

TOTAL INCOME
TOTAL EXPENSES

406,213
2,165,798
1,203,021

6,055,052

72,537,422
66,482,370

536,650
1,050,877

294,919

1,026,349

34,010,221
32,983,872

578,339·
400,417

3,726,279

2,196',684

21,643,048
19,446,364.

34,383
97,323

'388,410

844,441

5,375,726
4,531,285
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INCOME AND EXPENSE RATES OF CENTRAL LIQUIDITY FACILITY AS A PERCENT
OF AVERAGE TOTAL ASSETS 1982 - 1985

CENT. LIQ. FACILITY 31-Dec-8S 31-Dec~84 31-Dec-83
OPERATING STATEMENT (~ distribution, average asset base)

31-Dec-82

Loan interest inc.
Investment interest inc
Commissions
Other income

TOTAL INCOME

Cost of funds

17.2~

5.9%
1.4%
O.l~

24.5%

20.2%

20.4%
1.7%
0.7%
0.0%

22.9%

19. 5~~

0.6%
1.3%

23.0%

NA
NA
NA
NA

NA

GROSS MARGIN

Personnel cost
Operating expenses
Other 'expense

4. 3i~ 3 ,,3~1c 2.2% 'liT"
.L\~"""

0.8% 0.5% o. 7~~ i.'TA
0.5% o ~ 5~~ 1. O~; :rA
0.2% O. C~~ O. C~~ NA

DIRECT EXPENSES 1.4~~ 1.1·7~ , 1. 7~~

Loan loss provision 1.3%
==========-======;==================================

===============================================:====

ADJUSTED ~t~RGIN

'Indirect costs

NET OPERATING ~~RGIN

2.3%

1. 5:~

0.8%

o. 7~~ -1. 3;'~

2.1%

-3.4% 1'tT,~
~'1n

Donations and other short term sources of funds:

Donations
LS/LP program
Exchange los~ reimbl~rse

GAINS OR (LOSSES)

0.1%
0.8%
o.4~'

2 .2~~

- 4 -

0.4%
0.7%
0.2%

0.7%

o. 8~~

o. s,~

5.1%

3.0%

UA
NA
NA

NA

\~



SPREAD ANALYSIS AND FINANCIAL RATIOS OF CENTRAL LIQUIDITY FACILITY
1982 - 1985

CENT. LIQ. FACILITY 31-Dec-85
FINANCIAL RATIOS (asset base)

31-Dec-84 31-Dec-83 31-Dec-82

Interest income
Cost of funds

23.0%
20.2%

22.2%
19.6%

21.1%
20.8%

UA
NA

INTEREST MARGIN

Dir. opere expenses
Ind·. oper. e:{penses
Less non-Int. income

2.3% 2.6% 0.3% NA

1.4% 1.1% 1.7% . NA
1.5% 1.3% 2.1% NA

-1.5% -0.7% -1. 95~ NA

NET OPERATING COSTS

OPERATING MARGIN

Loan loss provision

NET MARGIN

1.4%

1.4%

0.6%

0.8%

0.8%

1.4%

-0.6%.

1.9%

-1.6%

1.8%

NA

NA

NA

NA
====~================-===================~==========

Uneani,ed income

ADJUSTED NET MARGIN

1.3%

2.2% 0.7%

NA

NA'
=============;=============================================================
Earning assets/1iabi1it 103 .1'~ '92.0% 76. 2~~ 68 • O~~
Loan'yield 24. 6~' 32.4% 48.4% NA
Inves~mentyie1d 37.2% 15.Sfo 23.9% NA
Commisions/loans 2.m~ 1.0% 1. 9~' NA
Cost of funds 23 ..5% 23.0% 26.8% ·NA

Expenses/income 91.7% 97.0% 89.9% 84. 31~

Ind. costs/income 5.7% 5 .4~~ 7.3% 21.9%
Loan loss prov./income 2.4% 6.0% 6.0% 1.2%
Personnel costs/income 2.9% 2.5% ' 2.4%. 2.3%
Expenses/fin. income 97.1% 102.8% 121.8% 101.9%
Ind. costs/fin. income 6.0% 5.7% 9.9%, 26.4%
Loan loss prov./fin. in 2.6% 6.4% 8.1% . 1. 5~~

Pers. costs/fin. inc. 3.1% 2.7% 3.3% 2.8%

Income/average assets 25.8% 24. 2'~ 29. 4~' NA
Earning assets/assets 87.7% 80.7% 61.2% 49.7%
Ind. costs/avg. assets 1.5% 1.3% . 2.1% NA
Adj. net margin/avg. as 2.2% 0.7% 3.0% NA
Donations/avg. assets 0.1% 0.4% 0.8% NA

Pers. costs/Dir. costs 61.8% 53.4% 42.8% 28.9%

- 5 -



Appendix 3

Development Finance Facility Financial Statements

~\



ALLOCATED ANNUAL BALANCE SHEETS OF DEVELOPMENT FINANCE FACILITY
1982 - 1985

DEV. FINANCE FACILITY 31-Dec-85
BALANCE SHEET (in colones)

Assets:

31-Dec-84 31-Dec-83 31-Dec-82

Cash and checking
Investments
Loans, short term
Loans, long term
Other assets

2,682,242
o

26,730,300
71,303,811
19,500,889

957,405
5,199,097

14,656,223
56,905,165
16,797,188

8,593,361
o

4,204,929
2,630,246
8,455,956

1,300,034
5,092,639
2,630,246
2,492,106

10,641,241

TOTAL ASSETS 120,217,242 94,515,077 23,884,492

Liabilities:

22,156,266

Passbook savings dep.
Notes payable, s.t.
Fixed deposits, s.t.
Fixed deposits, l.t.
Notes payable, 1.t.
Other liabilities

o
24,577,273

°363,660
91,493 , 898

o

o
7,326,403

o
218,305

83,084,639
o

o
6,605,016

o
88,908

29,977,164
o

°5,109,241
o
o

27,320,204

°~---------------------------------------------------. , , .

TOTAL. LIABILITIES 116,434,831

Capital:

90,629,347 36,671,088 .32,429,445

Credit union shares
Other capital acc(\~.:nts

Statutory :~cierves

U~divided earnings
Loan loss allowance

TOTAL CAPITAL

liabilities/cap. (FED)
liabilities/cap. (WOC)

6,787,718
2,589,008

346,796
390,185

1,529,776

11,643,483

11.4
10.0

/ ...

3,744,250
2,439,993

361,892
,460,858

2,055,942

9,062,935

12.6
10.0

1,224,877
1,352,156

176,949·
45,792

867,334

3,667,109

12.8
10.0

1,870,940
175,904
591,769
307,148
297,184

3,242,945

10.9
10.0

~\
\



BALANCE SHEET ACCOUNTS or DEVELOPMENT rINAlfCE FACILITY AS PERCElcr
OF TOTAL ASSETS 1982 - 1985

DEV. FINANCE FACILITY 31-Dec-85 31-Dec-84 31-Dec-83 3l-Dec-82
BALANCE SHEET (% distribution, asset base)

Assets:

Cash and checking 2.2% 1.0% 36. O~~ 5.9%
Investments o. o~, 5.5% 0.0% 23.0%
Loans, short tern 22.2% 15.5% 17 • 6~~ 11. 9i~

Loans, long term 59.3% _60 .2~~ 11.0% 11 . 2;~
Other assets 16.2% 17 .8~~ . 35 •4~{ 48.C%

TOTAL ASSETS 100.0% 100. O~~ 100.Oi:' :CO • 05~

Liabilities:

Passbook savings dep. o. o~, o. (l~~ 0.0% G• O~~
Notes payable, s.t. 20.4% 7 •8l~ 27 • 7~~ 23 .l~~

Fixed deposits, s. t. 0.0% o. O~~ o. C:~/~ o.G~;

Fixed deposits, l.t. ,0.3% o. 2~~ o. ·4~~ G. c;~

Notes payable, l.t. i6.1;' 87 • 9~~ 125 • 5?~ 123.3;:-
Othl~r liabilities 0.0% 0.0% o. O~~ o..~~~

'fOTAL LIABILI:IES 96. 9~~ . 95 • 9~~ IS 3. S;{ 146 . 4;~

Capital:

Credit union .s{ia',res. 5 . 6~~ .'+.0% 5.1% 8 •L~;
O~her ca-r:·i, taJ. ;;'CC0unts· 2 .2~' 2 • 6~~ 5 '"7'" o. :3 ~.~• I I ..-. ... ~utC).:y r~serves 0.3% ' 0.4% o. 7~~ 2.-7%
Undividec earnin'gs 0.3% 0.5% 0.2% 1. 4~~
Loan loss alim-lance 1.3% 2.2:' 3 ',~! , 1 a ,

• O'l) J.. • .",/",

TOTAL CAPITAL· 9.7% 9.6% 15.4% 14. 6~~

Capital, % liabilities

BEST AVlHLABLE COpy

10.0%

- 2 -

10.·0% 10.0% 10. O~~



ALLOCATED ANNUAL INCOME AND EXPENSE OF DEVELOPMENT FINANCE FACILITY
1982 - 1985

DEV. FINANCE FACILITY 31-Dec-85 31-Dec-84 31-Dec-83 31-Dec-82
OPERATING STATEMENT (in colones)

Loan interest inc. 12,008,615 5,019,713 762,603 1,141,196
Investment interest inc ° 1,037,428 ° 681,408
Commissions 2,727,033 2,342,408 202,730 131,419
Other income 117,389 29,730 469,701 342,001

----------------------------------------------------
TOTAL INCOME

Cost of funds

14,853,037

8,524,973

8,429,279

5,384,497 2,955,422

2,296,024

2,538,794

GROSS MARGIN

Personnel cost
Operating expenses
Other expense

DIRECT EXPENSES

Loan loss provision

6.328,064 3,044,782 (1,520,388) ( 242,770)

2,841,267 1,703,825 1,056,637 375,213
1,758,014 1,486,203 1,413,925 920,990

520,853 431,031 261,364 °----------------------------------------------------
5,120,134 3,621,059 2,731,926 1,296,203

647,077 1,126,194 627,484 54,034
===~================================================

ADJUSTED MARGIN 560,853 (1,702,471) ,(4,879,798) (1,593,008)

Indirect 'costs 1,507,755 1,011,298 766,669 979,806
====================================================

NET OPERATING ltIARGIN ( 946,902) (2,713,769) (5,646,467) (2,572,814)

Donations and other short term sources of funds:

Donations
LS/LP program
Exchange loss reimburse

541,617
792,105
439,985

1,073,299
581,004
16.3,054

1,156,677
193,892

1,804,359

103,149
81,164

.323,920
====================================================

GAINS OR (LOSSES) 826,806 ( 896,411) (2,491,539) (2,064,581)

TOTAL INCOME
TOTAL EXPENSES

16,626,745
15,799,939

10,246,636
11,143,048

- 3 -

4,589,962
7,081,501

2,804,256
4,868,837



INCOME AND EXPENSE RATES OF DEVELOPMENT FINANCE FACILITY AS A PERCENT
OF AVERAGE TOTAL ASSETS 1982 - 1985

DEV. FINANCE FACILIIY 31-Dec-85 31-Dec-84 31-Dec-83
OPERATING STATEMENT (% distribution, average asse·t base)

31-Dec-32

Loan interest inc.
Investment interest inc
Commissions
Other income

11.2% 8.5% 3.3% NA
0.0% 1.8% o.o~'o NA
2.5% 4.0% O. 9~~ NA
0.1% 0.1% 2. O~'. UA

TOTAL InCOME

Cost of funds

13.8%

7.9% 9 .1~~

6.2%

12.8%

NA

NA

G'ROSS MARGIN

Personnel cost
Opera ting expenses

, Other expense

5. 9~~ 5 .l'~ -6. 6~; NA

2.6% 2.9j' 4. 6~'~ NA
1. 6~; 2 • 5~~ ". • gf N..t.o • .1.1...

0.5% 0.7% 1 ~ l~~ HA

===========================~========================

====================================================

DIRECT EXFENSES

Loan loss provision

.ADJUSTED lYIARGIN

, I ,r.::l : :- cetc0 S t s

lET OPE~\TING MARGIN

0.5%

o. 5~~

-0. 9~~

6 .li~

1. g~~

-2 . 9~~

11.9%

2.7%'

-21.2~~

'3.3%

-24.5%

NA,'

1<'"....,•.

NA

,NA

Donations and other short term sources of funds:

Donations
LS/~P p=ogram
Exchange loss reimburse

0.5%
0.7%
0.4%

1 ..8% 5 •c~,
1.0% o. 8~~

0.3% 7 • B~~

NA
UA

GAINS OR (LOSSES)

BEST AVA/LADLE COpy

0.8:'

- 4

-1.5% -10. B% NA



SPREAD ANALYSIS AND FINANCIAL RATIOS OF DEVELOPMENT FINANCE FACILITY
1982 - 1985

DEV. FINANCE FACILITY 31-Dec-85
FINANCIAL RATIOS (asset base)

31-Dec-84 31-Dec-83 31-Dec-82

." Interest income
Cost of funds

11.2%
7.9%

10.2%
9.1%

3.3%
12.8%

NA
NA

INTEREST MARGIN

Dir. opere expenses
Ind. opere expenses
Less non-into income

3.2% 1.1% -9.5% NA

4.8% 6.1% 11.9% NA
1.4% 1.7% 3.3% NA

-2.6% -4. O~' -2 . 9~' NA

NET OPERATING COSTS

OPERATING MARGIN

Loan loss provision

NET lr1ARGIN

3.5%

-0.3%

o. 6r~

-0.9%

3.8%

-2.7%

1.9%

-4.6%

12.3%

-21.8%

2. 7'~

-24.5%

NA

NA

NA

NA
====================================================

Unearned income

ADJUSTED NET MARGIN

1.7%

0.8% -1. 5~~

:13.7%

-10'.8% ,

NA

NA
=========~============================================ =====================

Earning assets/liabi1it 84. 2'~ 8[~ . 7% 18 . 6~' 31.5%
Loan yield 14.2%' 12.8% 12.8% NA
Investment yield 0.0" 39 . 9~~ 0:';% NA
Commisions/loans 3.2% 6.0% 3.4% NA
Cost of ftmds 8.2%. 8.5% 8.6% NA

Expenses/income 95.0% 108.7% 154.3% 173. 6~~

Ind. costs/income 9.1% 9.9% 16.7% 34. 9~~

Loan loss prov./income 3.9% 11.0% 13.7% 1.9%
Personnel costs/income 17 ;1% 16. 6~' 23.0% 13.4%
Expenses/fin. income 107.2% 132.7% 733.6% 249. 2~'
Ind. costs/fin. income 10.2% 12. O~, 79.4% 50.1%
Loan loss prov./fin. in 4.4% 13.4% 65.0% 2. 8;~

Pers. costs/fin. inc. 19.3% 20.3% 109.5% 19 •2~~

Income/average assets 15.5% 17.3% 19.9% NA
Earning assets/assets 81.5% 81. 2~~ 28.6% 46.1%
I nd. ,cas t s / avg '. assets 1.4% 1.7% 3.3% rTA
Adj ..net margin/avg ~ as 0.8% -1.5% -10.8% NA
Donations/avg. assets 0.5% 1.8% 5.0% NA

Pers. costs/Dir. costs 61.8% 53.4% 42.8% 28.9%

5 - I
\7'
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ALLOCATED ANNUAL INCOME AND EXPENSE OF HUMAN RESOURCES DIVISION
1982 - 1985

HUMAN RES. DEV. 31-Dec-85
OPERATING STATEMElIT (in colones)

31-Dec-84 31-Dec-83 31-Dec-82

Loan interest inc.
Investment interest inc
Commissions
Other income

TOTAL INCOME

Cost of funds

GROSS MARGIn

Personnel cost
Operating expenses
Other expense

DIRECT EXPENSES

Loan loss provision

o
o
o

1,878,185

1,878,185

o

1,8i8,185

2,644,915
.909,829

o

3,55L~, 744

o

o
o
o

1,489,796

1,489,796

o

1,489,796

1,684,251
767,134

o

2,451,385

°

°°o
834,632

834,632

o

834,632

1,184,796
510,'~71

o

1,695,267

o

o
o
o

2,419,252

2,419,252

o

2,419,252

o
o

92.8,077

928,077

o
====================================================

ADJUSTED MARGIN (1,676,559) ( 961,,589) ( 860,635) 1,491,175

Indirect costs 2,412,987 1,217,339 1,007,125
====================================================

NET OPERATING MARGIN (.4,089,546) (2,178,928) (1,867,760)

Donations and other short term sources of funds:

1,491,175

====================================================

Donations
LS/LP program
Exchange loss reimburse

669,216

°o
1 J 371,978

°°
2,215,240

o

°

o
o
o

GAINS OR (LOSSES) (3,420,330) ( 806,950) 347,480 1,491,175

TOTAL INCO~1E

'TOTAL EXPENSES

'"

2,547,401
5,967,731

2,861,774 ,
3,668,724

3,049,872
2,702,392

2,419,252
. 928,077



Appendix 5

Administrative Credit Program Analysis Tables



FEDF.CREDITO EVALUATlCN
AD~INrSTRATIVE CREDIT PR03RA~

PERSONNEL RESOURCF.S ATTRIBUTABLE

toaDS Particioatino in
Ad~in. Credit Prog.

COOPERATIVE

1 COOPACA
;> COOPEALIANZA
3 COOPF8F.l.EMITA
A COOPECAFE
5 COO°F.CQI-IUN
6 CODPEr.ORRALES
7 COOPEDENT~

8 CCGPEGRFCIA

9 CO:JPEIS1DRENA
10 CCOPEJUD'tCUI.
'1 COOPENAE**
12 COOPfNARANJO
13 COOPEOROT JNA
14 COOPESAN~ARCOS

15 COOP~SAN~A~ON~

16COOPESA~TACATALrNA·

17 COOPESANTARROSA

18 COOPESA~TI

19 CCOPESARCHI
20 COQPESPARTA ,
21 COOTILARM~*

n CREOJtOoPIJ
23 LA FAMILIA

~ PERSnHHElL

3 MA~AGER. ACCQUNTANT.MARKET[MG REP.
,3 MANAGER. ACCOUNTA~T,~~RKET!NG ~EP.

3 ~ANAGER. ACCCUNTANT.~ARKET(NG ~EP:

3 ~~~AGER. ACCOUNTA~T.M'RKETJNG REP.
4 ~ANAGER, ACCCUN:ANT.2 ~ARKtTrNG REP ..
I 1I\~f.jAGER. ACCOtiNiANT.
3 MANAGER. ACr.C;;NTANT, ~Al1KJ:TlNG REP.
t ~',~/tGER. l.CCO~I~TA~T ,/oIl;R~ET:~;(~ R~p ..

SAVINGS AND CREOIT ~ANAGER

3 MA~AGER. ACCOU~TANT.~ARKETING REP.
3 '.~NAGER, ASS !STANT ACCOUNTMIT. IIIARKETlNG REP.
3 ~4NAGER. ACCa~NTANT.MARKETING REP.
3 ~ANA3:R, ACCOUNTANT, AGRONO~[ST

3 MANAGER. ACCC1UNTAHT.~4RK:TIN[; REP.
3 ~ANAGER. ACCOUNTANT.~ARKET[NG REP.
3 MA~AGER, ACCOUN1ANT.MA~K~T1HG REP.
3 ~ANAGER, ACCOUNTANT.~ARKETING REP.
6 MARKETING RFo., MARKETING MANAGER, 2 CREDIT
,O~F:CtALS, CREOIT ~ANA~ER, AO~I5TRATIV~ ~ANAG

3 !-l~,~AGER. ACCO;HI:AI-lT.M4RKnING REP.
3'NANAGER, ACCOUNrJNT.~ARKETING REP.
2 ~A~AGEQ~ ACCOUNTANT.
3 MANAGER~ ACCOUNTANr.~ARKET[NG ~EP.
3 MANAGER. ACCOU~TA~1.5AVI~GS &CQ~DIT MANAGER
3 ~ANAGER, ACCOUNTAST,~ARKETrNG REP.

Subtotal 72

•

24
25

COClPECARIlI
COOPEHATI
Total

3 ~A\JAGER. ACr:O:H-lTAN1.~4RKEiHW REP.
3 ~ANAGER, ACCOU~TANT.~ARKET!NG REP.

78



USE (If AUMINISlRATlVE (:f(EOJT FlmnS In' (;OOpm_TlVf 1911~ to ,JIIl.Y 19U6

===:====================~:~===~==:=~=====~~;===~;=====~=~=:=:==========~====~====~=============~:=======:====~==;=~:====~=;===

AMOUNT lJJ~i!lll~~fHf.N r fJ ISIJlJRSEMEtH
(;OOPE~ATfVA APPROVED 19R1 lqij4 t98S 19~6 AS Of ·6/30/86 JUlY 1966
-------~------------~---_._------------~---~--------------------------~-_.~.~_ .. ~-~_ ..~....~._------------------._---------------~-----

1 COOPACA R.l. 500,000.00 125.0(}l}.OO J'/5,OOO.Oq 0.01l 0.00 500,000.011 0.01)
2 COOPfAt.lAIUA ILl. 500,(!(JO.lIU 0.00 t2~,(J(JO.OO 125,OO{l.OO O. [Ill i50,lIOO.00 0.00
3 COnPHlf.l.fMI fA R.l. '87, .90. 55 243,145.311 243,145.1.5 0.00 o.on 41rt,490.55 0.00
4 (:OOPU:AFf R.I. 465,303.00 0.00 t27 •b., ~ .(Ill 331,631.00 0.00 4bS,303.00 0.00
6 COnPfr.()~IIN R.L. 500,000.00 1?5,OOO.OO :nS,ooO.OI) 0.00 0.00 500,000.00 0.00
1 COOPfCORRALE5 R.l. 50~,OOO.OO II 00 375,000 00· 05,000.00 0.00 500,000.00 0.00
8 COOPfOftH R. L. 500,000.00 0.00 3'i~, 000.00 05,OUO.00 0.110 50Il,OOO.OO 0.00
9 COOPfGRfC1A ~.L. 1,000,0011.00 _0.00 7.50,UOO,OO 250,OOO.(j{t 125,000.00 ~?5.000,OO 0.00

n

11 COOPEISIORfNA R.l. 1,000,000.00 o.no 0.00 1,000,000.00 0.00 1,000,000.00 0.00
N 11 COOPEJlIllltlAl n.lo 451, 896 ,00 0.00 225,940 .00 n5,948.00 0.00 451, iiQb .00 (.1. 00

13 CI10PHiAf. R.t.. 1,000,000.00 0.00 0.00 250,000.00 500,000.01l 150,000.00 250,000 00
14 COOPENARANJO R.L. C86, n 1. bO 486!111.bO 0./10 o 0(1 0.00 4A6,l11.bO 0.00
15 com'flllW rItU R.l.. 1,000,000.00 ~OO,Oi)O.OO O.Oil 500,000.00 0.00 1.000,000.00 0.00
16 COOPESAN~AkCOS R.l. 919 , (t(l4 .co 101,4!.il.OO 312,353.011 13'1,5(10.00 0.00 5["',304.[1(1 Al2, 51l0. 00
1" r:OOPfSANRMlr.N R.I .. ·~9J,ROO.OO . O.OIl n.un 0.00 1l.1l0 0.00 148,450.00
18 CnOPfSAtHACAfAUNA R.t. 500,000.[10 o.-on 1?5, IlllU .lIfl 3'/5, 0(10. lIO 0.00 500,000.00 0.00
19cnOPf.SANTARHOSA R.I.. 1,000,000.00 0.00 o Oil ~50,OI)O.OO 0.00 150,000.00 15Q,OOO.. O~
?O L:OOPESMH J R.I.. 304.5hO:OO 15~,'RO.(IU 0.00 0.00 0.00 152.~IIO.no 0.00
11 cnllPf5ARCIli R,I.. 501),001) tl!) . O. Oil 125,000.01) 125,1)00.00 0.011 ?50,OOO.OO 0.00
'7 cuOPESPAU1E R.L. 3(i~ , (100. flO 11.(10 2n, (1(10.00 'Il,OOO.no u.oo 364,000.00 0.00
23 confllAaAN R.l. 500,000.00 n.o/) 1/5,000;00 31~,OOO.I)O 0.01l ~OO.OOO.Ol) 0.00
?4 CRE 0IC(lOP R. I •. 73L, OliO .(l(1 o.on 0.00 ~iq.O(lO.OO 1111 ,OfI(J. rHl 111,OOO.1l0 59,000.00
1~ LA FAMll.IA 500,0110,01) - n. 00 5.00,1)00.01} . 0.00 0.00 soo,ona.Oll 0.00

- ... -- ...• -_........ ------- _..,.._.- .. ~ ....,._--- ......---- ~ ... _...... - ............. - .- .......- .... -.. -- ... _--_ ......... -- - _._- --._-_ ........ _- ._---------------
TOTAl. 13,ijijl},6/5.IS ',140,;JO 1~1I :1 , 114 2,71 R'.~S 4,3~l,O·'9.01) "0,000.00 10, 7n ,lli5. 15 1,619,950.00

5 tOOPfr.ARMF.N R.t . 24£;,120.00 24b.l?O.Ofl iI.flO (l.lilJ fllJll ?4h,120.00 0,00
to COOPFIIHIlIO R.I.'. n,noo.on JJ ,i)fill. 00 . 0.00 D.OIl 0.(1) :n,ooo.OO 0.00
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Appendix 6

Aggregate Credit Union Financial Statements
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FEDERACIONA NACIONAL DE COOPERATIVAS DE AHORRO Y CREDlTO - FEDECREDlTO R.L.
CONSOLIDADO DE LA EVALUACION DEL DESARROLLO DEL SISTE~~ FEDERADO (1981 - 1984)

ESTADO DE RESULTADOS - TOT.~ DE COGPERATIVAS -

~ECHA: 07/01/85

=====================================================================================

1981 1982 1983 1984
INGRESOS

INl'ERESES PRESTA!lOS. 26.508.904 37 .. ob1~872 93.028.781 192.920 .. 046
INTERESES S/IN\i'ERS. 1.272 .. 556 6.551.646 18.884.049 29.754.333
CO!1ISIONES 41.979.839 103.186.380 216.071.858 122.251.426
OTROS INGRESOS 63.337.906.. 125.053.211 372.254.740 601.348.588

TOTAL INGRESOS •••••• ;, ••• 133.099.205 271.793.109 700.239.428 946.274.393

GASTOS

GASTOS DE PERSO~AL

GASTOS OPERATIVOS
GASTOS FINk~CIEROS

OTROS EGRESOS

TOTAL DE GASTOS ...••••...•

UTILIDAD 0 PERDIDA .

18.932.991
3.311.122

12.379.976
87.953.741

122.577.830

10.521.375

32.159.684 74.179.678 121.574.857
,5.636.084 15.836.310 .. 27.677.276

. 2.4 .. 319.229 74.338.388 145.035.465
187.323.852 514.242.473 621.627.472

249.438.849 678.596.849 915.915.070

22.354.260 21.642.579 30.359.323

• =================================:::============:=:====================================



FEDEHl\CION NACIONAI~ DE COOPEP1\TIVJ\S DE AlJOHHO Y CREDI'I'O - FEDECREDITO R. L.

BALANCE DE SITUJ\CIOfJ - TOT/,I, DE COOPEP.1\'l'IVAS

1 • 1 Ac'rIVOS

Caja y Baneos
· . Inversiones

Prestamos
Prove Prest. Incob.
Activos Fijos
Otros Activos

TOTAL l\CTIVOS

1.2 p1\srVOS

Depositos a la vista
Dcp6sitos ,a pl~zu

Creditos Externos·
Otros Pasivos

TOTAL PASIVOS

1.3 PATRIHONIO

1981

7.825.037
16.842.905

1'10.335.716
-1.587.699

- 39.006.061
56.101.307

289.123.407

55.245.46()
34.660.379
24.386.S04
3} .196.674

145.489.023

1902

2] • 13ft. 090
o1 . tIl I) • 630

207 • Ii 94 . 801
-2.1S0.Hll
74.S17.0~)) .

]2-'.044.250
SCJ9.6~4.059

120.140".10'1
IW. 670. 919
]n. 77;1. G7G
~) () • 115 • GO4

307."109.303

1983

4 O. ~I () 2 • 1 I) 6

166.')95.154
Ii 2 ). 9] 9 • 4 ] 0

-~.O~8.921

228.503.211
28].O~D.706.-------

1.130.9]4.726

Hl1 .199. 7) 9
lS1.600.432
1.36.312.013
] ]:~ . ) 0n. 5 t1 5-,-------
BOl.528.709

1904

49.492.894
275.514.534
Bfi3.371.407
-13.677.756
311.395.597
350.B13.9G2

1.036.900.710

265.645.474
664.619.636
20].210.162
206.145.900

1.33~.621.172

1985 1/

105.356.890
475.767.572

1.275.304.774
-29.760.207
607.202.500
686.447.031

3.120.318.560

321.930.474
1.140.867.232

392.230.820
424.017.357

2.279.045.883

Capital SOCiill

Resetva Legal
Fonda Erlllcacion
Otras n.~seTvas

OOllacioncs
Excedeilles no d j 9 t .

TOTAL PATHU10NIO

1/ Prelimiuar.

117.1]9.732
2.7]9.'>02
1.436.149

13.757.253
1.8]8.2~4

6.963.071
-Il, ) . 8) 4. ]-(;T

:I43.2}3.9]t}
6.1 Ill. 3/l·1
2 • 9 r, 'j • ) 4 fj-

JI.4CjJ.IOH
:~ • <)tj 7 .:~ () ~

I C, • I (dl • 711 Ii
...-.- ...._--_..•..- . - ~-"- -

/01.;)44.7J5

213.119.0)6
7 . 1 ~)(l. 070
J.797.1l;S

1(j • 7(n . II '., B
11 •0(, 2 • 4')9

?~~. :-11 ~.l.{11 I- -------_ .. _- ... _ .. --
) J 7 . ~Hi ') • (J ~i l)

330.100.796
0.763.061
5.821.295

10] •58 fi • ) () 2
21 . 11] .967
27.89/1 .037

----z9T.2j 9 .518

556.531.049
12.174.205
10.110.183

185.367;352
36.995.054
40.094.834

841.272.671

•
BEST A VAIL4BLE COP}'




