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LESOTHO CREDIT UMNION DEVELOPMENT EMD OF PROJECT REPORT:
FOR THE PERICD MARCH 1, 1984 TO MAY 15, 13861

BACKGROUMND

In September 1983, USAID's ewvaluation found +that +the basic
objectives of the 3 vyear Credit Union Institutional
development project had been satisfactorily achieved. The
evaluation also observed that “{institutional development
requires a lonyg-term committment®. It also noted that
although the foundation had been laid, continued efforts uere
required before the LCCUL and its credit wunions would be
fully operational in terms of the application of sound
bus iness practices ond financial self-sufficiency. This
evaluation recommended continued support for credit wunion
development and stated +that withdrawal of support might

sacrifice present progress.

In addition to the evaluation, a USAID funded agricultural
credit stu‘'y concluded that the credit unions uwere the most
likely source of readily available small farmer credit in

Lesotho.

Over the past few years, the Governmant of Lesotho and USAID
have developed a neuw strategy for the development of the
agr icultural sector, stressing an overall goal of increasing
rural income and employment primarily through improvement of
small farmer production of labor intensive high value produce
such as fruit and vegaetables. The availabiltiy of productive
credit for this purpose is a Key element to the success of
the Lesotho Agricultural Production and Institutional Support
project <LAPIS)., It is anticipated that LAPIS support wuill
enable Lesotho toc move from its present semi-commercial low
income agriculture system to one that is commercial ,
labor-intens ive and resource conseaerving.

PROJECT 6GOAL AND PURPOSE!

During the period of this tuo year axtension, the major goal
remained the institutional developmant, with +the emphasis
shifted from support primarily to the League to +the member

credit unions.

The g9oal of the first project was to make savings, credit and
related cooperative sarvices available <to an increasing
number of families in Lesotho. The project's purpose uas to

improve and expand the institutional capacity of the League
ive—seruvices to its unions.

to provide more uoffect-ive
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The strategy of the +two vyear extension was to focus on
correcting deficiencies at the credit union level and to
expand their capabilities to better enable them to provide a
locally available source of credit to their membership. The
two year project extension was to direct LCCUL credit wunion
development efforts to strengthen those credit wunions uwhich
have demonstrated interest and show capability and a
potential to serve as appropriate vahciles to provide small
farmer credit,

To achieve +these goals, USAID contributed % 397,000 +to
provide one full-time advisor for two ye«ars’) training’ budget
support for LCCUL staff’ other support costs such as office
expenses, staff travel and a limited amount of commodities
including ox-draun and small tractor machinery to be used for
demonstration purposa and scveral items of office equipment.
This budget is expanded in the attached report, along uwith
project inputs and actual outputs achiaved during the project
periad.

This Project benefited a credit union membership that is 98%
rural , 6574 female, and largely well below +the national
average in income. As such, the project addressed a sector of
the population uwhich {s generally neglected by other
development efforts.

ACHIEVEMENTS ¢

In March/April 1986, tuwo USAID funded consultants conducted a
30 day evaluation of the tuo year extension. This aevaluation
made the following observationst

Intensive efforts uwere directed to training of LCCUL staff.,
credit union members, committaes, boards and employeas.

Participation in the extesnive training Program was
enthusiastically supported at all levels.

At least tuwo-thirds of the specific quantitative and
qualitative objectives specifiad were Judged to have beean
satisfactorily achievaed, and others uere in a positive
state of development. '

Administration and management had been improved and
strengthened.

Laess restrictive loan policies have been implemanted in at
least 11 targetaed credit unions, providing in-Kind credit
based on the members input requiremants, personal
qualifications and repaymant capacity.
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LCCUL financial self-sufficiency exceeded the 36X% project
target.

Member savings and loans exceeded the projected
quantitative objectives,.

Adequate levels of management were specifically directed to
correct weakKnaess and the achievement of related
raecommendations pointed out in the prior evaluation.

MAJOR FIMDINGS OF THE EVALUATIONt

In-spita of all these achievements, however, +the evaluation
did point out a number uweaxknesses which must be addressed if
the LCCUL and credit unions are to reach their potentialt

Membership did not reach the figure targeted.

LLoan and interest collection by the LCCUL and credit unions
need improvement.

LCCUL efforts to collect dues and capitalization must be
strengthened.

Due to LCCUL's 1imited potential for genarating internal
funds , its ability to generate sufficient income, as
opposed to donor or external support is not positive for
the near or intermediate term.

The morae critical problems remaining to be solved are’ loan
del inquency , uncollected interest’ failure to hold regular
credit union managment meetings and to meet acceptable
performance standards.

In addition to pointing out these weaknesses, the avaluation
suggested & number of measures or recommendations which could
improve performance!

Ensure that credit unions adopt the model loan policies and
procedures through intensive training and technical
assistance.

Be3in a new promotional approach to attract savings from
migrant workKers,

Shorten the time schedule in the LCcCcuL collection
procedures and begin an aggressive collection program at
both the credit union and LCCUL level.

Ensure that cradit union clerks and committees possess the
necessary sKills for credit assaessment, loan supervision
and loan collection.




Initiate an effective system of account statements or dues,
capitalization, lopns and interest.

Implement the credit wunion management by objectives in
leading credit unions.

Ensure farmers are participants in the production credit
decisions effecting them and that technical assistance is
adequately provided in support of capital intens ive
agriculture.

Continue to support improved management through effective
training and technical assistance.

While +the evaluation shed considerable light on the
performance of the credit union movement, the evaluators
primarily used the reports of the advisor +to obtain their
information. In the opinion of +the advisor, evaluator
contract with LCCUL staff was inadequate to obtain staff
vieus of the Project's successes or failures. Also, inspite
of suggestions from the advisor, the evaluators failed +to
develop an independent questionnaire to assess the
per formance of cradit unions visited dur ing their
inspections, and had to totally rely on the advisor or the
Field Service Manager's questions during these visits and did
not have questions of their oun.

PROJECT ACTIVITIES?

Dur ing the period of the two year extension, 2 number of
project activities were carried out that had an important
impact on goal achievement.

The first of these was the implemantation of a development
strategy which focused limited staff and budget resources on
the most potential credit unions, while reducing services +to
those credit unions which had demonstrated little potential.
This strategy was carried out by cdaveloping a criteria for
the ranking of credit union performance. The best 38 credit
unions werae selected for enhanced development and additional
production credits from the LCCUL. From these, 12 credit
unions were saelected as modals, which received the enhanced
levels of training, technical ass istance and credit for
agr icultural production. It is important to note that not all
the staff agreed with this approach, houever, all agreed <to
try the strategy for tuwo years.

In Decamber and January of 1983/13986 the LCCUL management and
advisors conducted a complete performane study of <thaese 12
credit unions, compar ing their performance uith (2 control
credit unions which had not received this enhanced support.,

The FolTowIng summary outiined the results—of this—studyr—— —



Performance of model cradit unions uere consistently higher
than non-nodels. Boards of directors and credit committees
usually muet monthly.

Agricultural committees performed their functions such as
management of ox-drawn rental equipment and distribution of
in-Kind <credit such as saeed and fertilizer, however,
regular meetings uere not held and there seemed +to be
confusion as to the role of the committee, in many credit
unions.,

Five supervisory committees were functioning in model
credit unions, while none carried out their functions in
the none models.

Improved management systems such as the loan control,
monitoring and reporting system, filing systams,
bookKeeping and reporting were consistently better than in
the non models.

Demand for credit had increased in the model credit unions.,
with the majority granting loans based on assessment of the
members production needs rather than on savings levels in
the craedit union.

Loan collection was 9iven more importance, with active loan
collections in about half of the models operating well.

In spite of these successes, the team found a number of areas
which still needad considerable improvement., First, almost
none of the credit unions visited practiced a system of
management. Meatings were usually held uwithout having any
goals or objectives in mind, and growth targets and
performance objectives were set in only two credit unions.
Most of the credit unions discussed their problems at the
annual general meeting, and made resolutions to deal with
these, such as loan delinquency and meeting attaendance.
Howaver , following resolution, feu if any, developed action
staps or carried out actions required to implement these uwall
meant resolutions. This problem strongly suggests <that an
effort to introduce and develop sKills in the use of a simple
performance analysis and management by objactive system |is
urgently required.

Non-model credit unions consistently complained <that +the
LCCUL's strategy to focus on selected credit unions wuwas
unfair, and contributed to the lacK of performance found in
these credit unions. Our study indicates this observation is
correct, houwever given the 1limited resources of the LCCUL,
some degree of concerted effort on specific credit unions

should continue,




In this respact, it should be noted that in the last LCCUL
board meeting, the LCCUL Board of directors noted that
non-model credit wunions uere suffering from lack of
attention, and that all credit wunions should be treated
equally. It was not, houever put into resolution form.

Also, during the project, two planned activities, wvegetable
production and small tracter testing were modified, based on
experience gained during the early states of the period. It
soon became apparent that vegetable production, in order +to
succeed, required cons iderable exparience or outside
technical assistance. Investigations also determined than no
formal marketing system existed to ensure the crop could be
sold after production and many farmars were already in
trouble due to markKketing difficulties. As a result of these
conditions, it was decided to train and finance farmers in
the production of maize, beans, wmheat, peas and potatoes in
the 12 model credit unions. Measurements of yields of five
farmers from each of the credit unions indicated increases in
yields from 20 to 40 percent. The program also generated an
increased demand for credit from the membership of the
particirating credit unions.

The small tractor component involved testing small low cost
tractors, the selection of the most apepropriate for field
testing by the MOA research department, and further testing
by credit union members in their fields. A number of tractors
were identified and those which mat the criteria of being
available in Southern Africa were selected. In each case, thea
suppliers provided the tractors free of charge for fiald
demonstrations in Laesotho and the performance uwas carefully
observed. Four tractors uere tested in all. HMone of the
tractors met the primarily tillage requirement, plowing due
to inadequate traction, and the cost of each execeded that
which farmers uwere paying for second-hand full size <arm
tractors. Given the purchase price, it was decided that it
would be inappropriate to introduce these small tractors into
Lesotho at the present time.

The funds budgeted for the small tractor project, wmith
USAID's approval, uera reaedire. « as a revolving fund +to
finance four trial irrigation sets, 30 improved ox-draun
planters, and a number of other improved ox-drawn tillage
tools. Due to dalz2y. in obtaining approval from the Grants
Officer, tha irrigation equipmant could not be obtained in
time to be used during the project period, but has since been
installed during tha present project. Thic, and improved

‘ox-draun equipment was issued as in-kind loans through ‘the

craedit unions. While it is too early to assess the impact of
irrigated farming, increased plant population as a result of
better planters and proper seed bed praparation, have
resulted in increased yields, creating additional credit

demand in those credit unions for this type of equipment.



During the project period, one important requirement uas that
adequate laevels of management should be directed to +the
elimination of weaKnasses pointed out in the July 1883
evaluation and achievement of related recommendations. All
together, 21 recommendations were made and League managment
worKed to fully achieve 5, partly achieve 186, and did not
address 2.

Rchievement Level

Fully Partly Nil

LA T O
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Many of these recommendations are part of a continuing
process of improvement and will be achieved over a period of
time.

A major achievement dur ing the project period is the enhanced
planning ability on the part of senijor LCCUL staff. This
improvement, reflected in the LCCUL +five vyear plan, now
provides & considerable amount of direction to the
managemant, training and technical assistance functions.

The League should also be complemented for the very difficult
personnel decision to recruit and hire a aexperienced Field
Service Manager and Education Officer. Both actions greatly
strengthen the field operations and training effactiveness.

Also of note is the League effort to train 81 credit union
loan collaectors in a serious effort to cope with loan
del inquency. In addition, the League's extensive training of
credit union employees and committees, contributed greatly to
the improved performance nouw apparent at this level.

KEY DEVELOPMENT COMCERNS$
In-spite of the progress and achievement recorded here, a

number of problems still remain tc be addressed {f the league
and credit unjons are to achieve self-sufficieancy and provide

sarvices to their membership at the desired level. Important
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——————————————tEEtb—dues—shoul-d—be—based—on—total—member—sav-

areas are high lighted heret

Dur ing the course of the project, var lous problems
developed at the credit union level requiring League and
often, Ministry intervention. In the case of legal issuas,
the ministry assistance would be required. More often than
not, these problems uwere allouwed to continue with-out
solution, for extended periods of time, resulting
deter ioration of the credit union's operations and loss of
membership.

Loan collection efforts, both at the League and craedit
union level, remained inadequate, inspite of resolutions
and training designed to improve performance in this area.
At the League level, accounting of loan, interest, and dues
on an accrual basis was could not be implemanted, as has
beern recommended, due to time and +technical constraints.
Cash accounting for these income generating accounts does
not provide adequate information.

Monitoring of credit union performance was also difficult
due to time and staff constraints, resulting in complete
survey by LCCUL management and advisors to dertermine
performance of 24 credit unions.

Monitoring of staff performance remains inadequate, and
performance appraisals are not completed, even on an annual
basis. A staff appraisal system have been adopted by
management but not implemented.

Some credit union and league processes, such as personnal

pol icies and the credil union operational manuval have not
been finalized, even after many postponements.

RECOMMENDATIONS &

In the spirit of continued improvement, the advisor requests
that the following recommandations be consideredt

The Field Service Manager should spend several days with
each Field Staff mamber to assess in the field performance
and provide on the job training and support.

Formal performance appraisals should be complaeted prior the
end of 1386 and prior to any increase in pay.

Field Staff should be rotated or the asigned areas chanyed,

so that credit unions may benefit from their different
skKills.

than total member loans or uhich aver is greatest, to more




-

adequately finance the LCCUL's operations.

Accounting of dues, loans, interest and capitalization
should be on the accrual system, with adequate billing and
reporting of the status of these accounts. This can best be
done through further developmant of computer genarated
accounts and reports.

Strong loan and interest collection measures should be
undertaken by the Finance Manager.

Margins on capitalization are inadequate and should be
increased to ensure adequate return for the LCCUL.

Implement through credit union based training and
demonstrations, the credit union performa.ace analysis and
management system, which includes goal setting, «ction
planning, monitoring and evaluation to provide a system of
management.

Continue to develop credit union committe- sKill related to
loan appraisal, loan control, monitoring and reporting,
loan policies and procedures, and loan collection programs.

Develop and implerment membership and savings promotion
programs in selected credit unions on a trial basis.

Provide active and sustained guidence to <credit wunions
which internal problems as soon as the problem is detected,
in order to preavent further deterioration.

Provide a employee development program bbased on frequent
assessment of performance, on-the-job, class room and
spacial training designed to enabla the employee to develop
adequate sKills, and work experience pariods as trainees {n
management positions, supported be a management training
program.

In addition to these suggestions, the recommendations of
the evaluators should also be address during the new
project, and are considered a project output. Additional
recommendations and finding are included <through-out this
report.

While problaems remain, it is clear that much progress has
been made over the last tuoc vears. Continued support during
the next five yaars should rasult in major achiavamants,
and great strides <towards self-sufficiency. Tha advisor
strongly recommends that this assistance be continued wuell
into the futura.




CREDIT UNION DEVELOPMENT PROJECTS
END OF PROJECT REPORT FOR THE
MARCH 1, 1986 TO MAY 16, 1986.

PLANNED PROJECT INPUTS!H

A, Budget support for LCCUL to
fund local salaries, operating
costs, commoditias and related
training.

B. U.S. technical assistance to
assist LCCUL in the definition and
implementation of all critical
operational procedures related to
special production programs and
other LCCUL/Credit (inion develop-

ACTUAL INPUTS!

Budgat support for LCCUL uwas more
than adequate in each line item
due to the favorable exchange rate
raesulting in a 2.5 month extaeansion
of the project. Rppendix A details
planned and actual expendituraes.

Changaes ir allowable indirect cost
rasulted in higher expensaes than
planned in that line jtem.

Technical ussistance provided by
this project attracted other donor
support, which is listied in
appandix B.

The following operational systems
were developed during the periods

Rev ised personnel policies.
Vehicle policies.

Central financie policies.
LCCUL organixation chart.

CU performance appraisal.
Risk managemant manual,

Staff performance appraisal,
& Revisad CU loan control and
reporting systam.

% CU goal setting, action plans,
monitoring/evaluation system.

* % BB WK N %

Thae following support projaects
developed during tha periodt

2 Urban/migrant uorKer Credit
Union projact proposal.

® Proposal for and installation
of LCCUL computer systam.

% Phase 1] of the CU office
building project.

* LCCUL site developmant project.

2 .esotho Credit UInion DNevelop-

ment Program under LAPIS.

¢ USC flour mill project.

% Mountain Credit Union and
Grazing Association proposal.



C. Training of LCCUL and Credit
Union staff and committees which
will result in adequate perfom-
ance of Credit Union and LCCUL
operational policies and
procaedures.

19

LCCUL training completeds _

*

t
¥

Credit committee - 4 courses |in

credit policies/procedures and -
loan appraisal.

Board -~ @ coursecs, | in credit

union performance appraisal,

goal setting, action planning

and evaluationjanother in duties
responsiblities, finanical -
analysis, and meeting

procedures.

One- WorkK shop with board and -
staff developing the five year
plan.

Supervisory committee - 2

courses in auditing, inspection,
committee duties and reporting.
Introductory commputer training
for four staff.

Fileld Staff training in the
following areass

Craedit Union loan policies and
procedures.

Loan appraisal, control, -
monitoring and reporting.

Loan collection,

Credit union analysis. -
Risk management.

Participatory training methods. -
Setting goals, action steps,
Monitor ing and evaluation.
Auditing.

BookKeaping procedures.

Problem solving, internal
control and audit.

LCUP uworkshop.

Special courses uera provided to
selected staff as folloust
accounting for clerkK and
accountant.

Office managemant for saecreaetary
Audit training for one auditor.
Computaer accounting for
Accountant and Finance

Manager .

Cooparative management systems
for tuo field staff. )
Financial Planning on the
computar tor accountant.

RisKk management for RisK
Management Officer.

Job speacification for Fieid

Services Manager.,
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0. Arrangesassist in training
farmar members in the test program
in production methods , farm
management, records, markKeting,
equipment use and group action.

E. Limited loan funds set aside
for the test pProduction program.

11

t Planning and personnel
manageament for Genaral
Managaer.

I Use of overhead project for
Genaral Managar, Finance
Manager and Training Officer.

t Radio Programing for Training
Officer.

At least 808 mambers uere trained
in improved agricultural product-
ion practices for maize, beans,
wheat, sorhgum, potatoes, peaas,
broilers, eg9 production ani
equipmant operation, care and
repair. Of these 33 received

mora intensive training in a
number of more technical areas
such as broiler production.

Records KeePing was stressed in
a few of the training programs
and murKketing information uas
provided.

Equipmant repair and adjustmant
was taught to a large farmers at
farmers tralning centers.

Cropping damonstrations in
potato production were carried
out in six credit unions.

Of the total number of farmer
training programs conductaed, only
about a quarter uaere supported

by the responsible MOA Extension
Agants. Most of the training uwas
conducted by the LCCUL Agriculture
Officer. Courses waere ovne day

each and ware held at the credit
union office.

Production of vegetables was not
attempted as technical assistance
was in-adequate to support design,
production and marKeting.

Eleaven credit unions were seleacted
to recejve production credit at

Tevals adequate to fully support
the mambers production
ruquiremants. Cradit Unions uere
trained to conduct loan appraisal
prior to granting the loan.



F. Personnael sufficiently
qualified and motivated in aeach of
the positions specified in the
project documant.

12

Approved loans ware listed and
sant to the LCCUL with a applicat-
ion requasting loan funds.

Farmers were trainad prior to
recaiving the loan and all

loans uwere granted in-Kind from
tha LCCUL to the Credit Union to
the membar.

Yield tests in ten credit unions
comparing members financed under
the program nNith those who uere
not financed indicated a 20

to 40 percant increase in velild.

Houever in spite of this success,
fiald inspections determined that
worn out and improperly designed
equipment reduced plant population
and yields. With USAID's agree-
ment fund meant for the small
tractor testing program werae
utilized to begin a loan program
for improved ox-drawn planters,
plous, harrouws and cultivators.
Thirty improved planters, twenty
harrows , ten cultivators and

ten plows were provided on credit.
In addition five irrigation
systems uvere financed. This

pilot program proved sucessful

and has created increased demand
for this type of eaquipment and

and has resulted {1 higher yialds.

As a whole LCCUL staff remained
committed and hard workKing during
the project =ariod. Confidence in
LCCUL manageiwent remained high and
resulted in increased investmeant
of surplus credit union funds.
Hard work on the part of staff
resulted in improved credit union
preformance and a large numbaer of
committee mambers trained.

Staff parformance uas not uwithout
probleams. The Field Manager
could not manage the male Field
Staff and was replaced. The

male replacemant has greater

axperience in managing people and
is more objective regarding staff
performance.



G. Office space and vehicles
adequate to support the project.

H. Fiald Staff to provide train-
ing, technical assistance and
auditing services to cradit
unions.

13

While LCCUL booKKaeping and
financial reporting remained good,
the Finance Managar confined his
activities to the office, a factor
contributing to poor interest and
loan collaction, resulting in
loans ovaer due of nearly tuenty
percent of total LCCUL loans out-
standing at on point.

Fiald investigations determined
that some fiald staff continued

to perform thair functions with
spacific sKill difficiencies such
as auditing and bookkaeping.
training, difficult issues and -
problems encountered at the credit
unions were often avoided or
postponad. The performance of

one field officer was questioned
by credit union committee mambers.

A detailed staff parformance -
appraisal system was developed and
adoptad.,but parformance appraisals

have not been completed to date.
Completion of these appraisals

are critical to the training

and development of LCCUL staff. -

Office space becama inadeaquate,

forcing the LCCUL to use some

of its income generating space

for training and project offices.

Office space is nouw adequate

except for the small staff room. |

Vahiclas were adequate to support
the pProjeact, houever one vehicle
should ba replaced.

Class room training was provided -
to 514 to credit union directors.
credit, agricultural, and super-

visory, del inquant loan and

education committees and credit =
union clarks. Subject matter

covered during these courses

includaud?

loan policies and procedures

loan appraisal
loan control, monitoring
risk managemant

* % % |0



WOCCU s

I. Six parson months monitoring
and administrative backstopping in
the U. 8. including the following:s

& One field support parson

s Ona contract accountant

& One information research
specialist

One chief financial officer
Training materials/information
Ass istance in procuremant

Two persons month T.A.

one/a half month on site T.A.

LR 3R AR 23X J
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* duties and responsiblities of
committies.

% planning, goal setting and
and actions steps.

* maeting proceduras

auditing credit unions

% booKKeaping

*

During the period, neuw approaches
to credit union managment ware in-
troduced. Theses includad credit
union performance anaylsis, needs
assessmant, goal and objectivae
setting, action planning designed
to raeach these goals, assignmant
of responsibl ity and evaluation
and reporting methods. Committee
members sho participated in these
courses found that these new
management methods graatly
improvaed their ability to effect-
ively managa the credit union.

Special courses uere held to
develop creadit committee and board
mambers credit management skills.

The World Council Of Cradit Unions
Project Manager visited the
project three times during thae
project pariod.0Dur ing these visits
he providad technical assistance
and advice to the Managemant
Advisor and Management on a number
of issues including!?

& Central finance
% Project design
* Budgeting

& Reporting
 Work planning

In addition, the Chief Executive
Officer of the WOCCU provided
support to the LCCUL and project
for a period of about a ueek.
During this time he visited cradit
unions, talked wuith committees

and mambers and 9ive guidence to
LCCUL staff on a number of sub-
Jeacts.




MCRD¢

J. Tuenty four months basic
furnished housing for resident
management advisor.

Sixtean credit union audits.
Tuo league audits

Six training programs annually

for credit union clarks, managers
boards, committees and members.

16

Processing of project expenses

and reporting uas carried out

on a monthly basis by the WOCCU
contract accountant, resulting in
regular advance reconcilation and
statemants of expenditures and
advance requests. Fiaeld claims
uere promptly processed and
advances to the field uweare timely.

WOCCU provided information and
training materials through
research and development on a
number of topics includingt

% Planning

% Loan policies from other African
countr ies.

Wiorld reporter

Cradit union executive

CU operating principles

Saving promotion

Building a central finance
Credit policies and procedures
LLeague and CU by-laus

Computer hardware and softuware
CU performance analysis software
Inflation and counter measuraes
CU pol icy manual

Operational manuals

L A K K B R B R B B X AR

Procuremant includedt

% Softuware

* Manuals and books

% Approval of commodities
prior to purchase

Provided

Eight audits provided.

Provided

Four farmars training centre
based training programs for
credit union committee mambers
were provided.

One training program for LCCUL
staff in auditing and booKKeeping.

None provided.

MCRO uas not able to provide all
agreed inputs due to lack of
qualified staff and budget
constraints.

L1}
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MOA1

K. Fiaeld assistance by area exten-
sion officers to insure proper
application of credit, technical
information and provide solutions
to production and markKeting.
problems.

MOA/MCRD
L. Input/supply/markKeting adequate
to support the small farmer prod-

duction activities <Coop Lesotho)
and others.

ACCOSCAL

M. Training programs or systems

17

0Of the total farmers trained,
MOA extansion agents assisted the -
LCCUL Agricultural Officer in only

& quarter of the courses.

With feu exceptions, the quality -
of MOA input was low, due to
limited sKills. Also dua to other
assignments by the MOA, many MOR
extension agents could not attand
courses intended for credit union
mambaears .

Recommanded production practices -
weare provided by the Rosearch
Division of the ministry and
formad the basis for the LCCUL's
technical guidaes.

Marketing information was provided
through the MOA information office
pertaining to maize, beans and
peas and was passead on the the
mambers through the LCCUL
agricultural officer.

Coop Lesotho was able to deliver
all required fertilizer and most
seads within thea time needed.
Potato, bean and pea sead uwere not
always available when required.
lhile Coop Lesotho prices remained
cons istently higher than other
suppliers, the League's mambership
of Coop Lesotho resulted in free
del ivery to credit unions, giving
the League a slight advantage ovar
other buyers.

Due to reduced yield as a result

dry weather, surplus conditions

ware not a factor and all produce

was marketed in the area groun. - -

Revision and implementation work-

———————desvwlopment courses—for—at—ivasrt——shop—For—thecredit—unioneccount——

tuwo LCCUL staftf annually.

ing manual for four ueeks for 1
staff mamber.
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support for the credit union
risk management program.

CREDIT UNIONS!

N. Office space for creadit union
functions and training activities.

staff, committees and electad
officars sufficieantly committed to
parforming the functions required
to implement credit union
activities.

Credit Union loan funds to support
spescial production program
requiremant.

Four waeK league managemant
course for the General Manager.

Provided a three weeKk course in
risk managemant and assisted the
RisK Managemant Off icer to davelop
a2 risKk managemant manual.

One weeK planning course for
LCCUL General Manager.

Conductad a three uaeK uworkshop
for one staff mamber in credit
managemant.

The ACOSCA Exacutive Sacretary
visited the LCCUL and credit
unions for ona ueeaK toc assess
performance levels.

Provided claims processing and
insurance paymants for all part-
ficipating credit unions.

Paid commissions on program.

By the end of the period, 18 namw
credit offices had been completed.
These shen added to existing
offices brought the total of
credit unions uith adequate
offices to 29.

Four hundred staff and

officers of the credit unions
contr ibuted S400 man days to this
effort. Valued at M 10 per day
this is a M 34000 in-Kind
contribution.

Credit unlén performance levels
achieved during the project are
detailed in the project outputs.

A total of M in production
loans was provided to credit union
mambers through 13 credit unions

in support of improved production

Practices for baans, Malze, peas,
uheat, potatos and sorghum.

small scale poultry uas also
supported.



IFT

GTZ:s

0. German technical assistance to
assist LCCUL and member cradit
unions in production relatad
program requiremants.

Training of LCCUL and Credit
union staff to strengthen manage-
ment capabil ities.

Provision of certain commodities
lncldding ox-drawn equipmant
which will be based at credit
unfons for rental to members.
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GTZ provided technical support
realated to agricultural credit

and agricultural based activities.
Specificaly, the one advisor
remained assigned to the LCCUL.
During the period of the projact,
he provided the following
operational guidast

Maize production

Sorghum production

Potato production

Fruit tree production
Operational guide for maize mill
Pea production

L B K BE AR B

The guides are highly illustrated
and provide farmers Wwith a clear
explanation of recommended
production practices and have
baen instrumental in increasing
yialds.

The advisor has also participated
in all important LCCUL management
processes and makes an important
contribution to the developmant
of the LCCUL.

The advisor assisted in the train-
ing of the LCCUL credit and Board
of Directors. Ha also provided
instruction to all field staff
related to the operation of the
credit union loan control,
monitoring and reporting process.,
loan appraisszl]l system and milil
operations.

Provided 235 sets of the Ariena
tool bar system including, planter
plow, cultivator and harrow to
tuenty five credit unions for
rental to their mambers. Also
provided a number of ox-carts.

In addition GTZ provided one
demonstration irrigation system.

Seven engine driven mills uere

provided to credit unions for
milling members maize and sorghum.



Limited budget support to LCCUL
and Credit Unions.

! 2o

Mills weare provided as in-Kind
loans through the LCCUL. A 20 7
down payment was required prior

to granting the loan. Ox-draun
equipment was provided to credit
unions who paid one-third of the
costs of the eaquipment in advance.

In addition GTZ2 provided in-kKind
loans for netting machines both
t0o individual mambers and 9roups.

Two vehicles were also provided
valued at M 45000

One repair shop costing M 43000
was constructed and one and a
half yaars training was provided
t0 one staff member in Germany
in mechanics.

GTZ provided costs of selected
training programs for agric
committees and member training,
petrel and vehicle maintenance.
and salary costs of the driver.

Dur ing the projeact period GTZ
remained a substantial donor and
contributed greatly to the LCCUL's
progress.




PLAMNMNED OUTPUTS

A. Approximately 30 Credit Unions
parforming bookKeeping, Report-
ing, savings and credit managemant
loan collection and other
functions specified in parformance
standards for credit unions below.

B. A selacted numbar of these.
approximataly 15, in addition to
meeating the standard above, will
perform loan appraisal, control
and monitoring of loan parformance
production supporting activities
and provide adaquatae levels of
credit as detailed in the
standards belouw.

C. PLANNED PERFORMANCE STANDARDS

a. Kaep up to date records and
reports including!t

vouchurs/journals

mamber ladgars

monthly financial reports
insurance clajims/coverage reports
daily cash reconcil fation

" % " % %

b. Maintain up to date model loan
monitoring and reporting system.

c. Maintain a filing system aqual
or bettar than the model.

d. Conduct office hours not less
than three full 8 hour days

a veeK with the numbaer of days
increased for larger credit
unions

a. Colleact interest due on loans
itn fuil.

a1

ACTUAL OUTPUTS

A. Seea performance standards belou

B. Loan appraisal was carried out
by 11 cradit unions, loan control
monitoring and reporting by 29

and production supporting

such as fertilizer storage, infor-
mation, training and technical

ass istance was carried out by 13
credit unions.

C. ACTUAL PERFORMAMNCE STANDARDS

Estimated number of craeadit unions
achieving adequate performance.
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30

a3

50

9, at least another 18 credit
unions carry out a monthly
cash reconciliation.

" % % N %

® 17 collact interast in full.

¥. Pay the FollO0WINng to LCCUL ©Nh  PErcantige collected.
time.
* dues ® 80%

% capitalization

% Raport inadequate.

* 680 7



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

h. Have a board of directors meet
monthly to1i

s set growth/parformance standards
% suggest methods for achievement
*« monitor performance

* avaluates/take corrective action

& carry out duties as per bylaus

{. Credit committeae shall meet as
frequently as required <(not less
than monthly) tot

% avaluate/approve loans per model
' policy.

£ review CU loan performance
s monitor loan collection

% report to the board.

.

J. Credit union uwill havae at least
one mambership drive annually.

K. SBupervisory committees shall
have at least one of its members
check transactions and reconcile
the cash with the booKs, sign
monthly report finanical reports
and reporti to the AGM and board
of directors. .

aa

¥ none

* no data

Board of directors, credit and
other committeas performance is
based on a survey complaeted naar
the end of the project by the
LCCUL managament and advisors.

* 32 meaet at laast monthly, and
of these 10 maet waaKly.

¢ 10

& Date not fully avaijlable.

% 24 financial reports uwere signed

2 S committeas are reported to
work properly including all
functions 1listed here.

— 1. Elescted officiala wmill carry out This uas not assessed properly

their duties and responsiblities
as specifiaed in the by-laus.

and reliable information is not
available.



D. A saleactad group of credit

union mambers trained in product-
ion, marketing, records managemant,
equipmant operation and care,
credit union princirles and
proceduraes and other tasks related
to0 production credit activities.

{808 farmer mambers received
training in improved agricultural
production including proper plow-
ing, seed bad preparation, plant-
ing and fertilization. Farmars
ware trained in the production of
potatos, peas, beans, maize, whaat
and sorghum.

Tan farmars participated in the
more capital intensive production
of rain fad potatoes with success.

Measuremant of yield on a randon
basis in ten credit unions
indicatad a 20 to 4@ parcent
increase in yield, when comparad
Wwith mambers who were not financed
and who had not undergone train-
ing.

Members uWare also provided marKet
and input 3upply information.

In addition to the 809 mambers
trained in production, proper
equipment use and maintenance was
demonstrated to a large number of
mambars .

High value irrigated vegetable
production was planned but not
implemantad due to the lacK of
qualifjed technical assistance

and provisions for markKeting the
produce. Experience indicates that
this type of farming requires
waeKly technical input during the
the first year.

Broiler loans were granted to
about ten farmers and uere
supported by the LCCUL's extension
officer.

With a few exceptions, all farmer
training was carried out at the
village level by the LCCUL's
extension officer. MOA extension
officears uere invited to assist
with these courses, but frequently
did not attend.




—  estabtished—in—selectedcredit—————Centre—providingrequired—inputs—

E. Seventy-five trainead credit
union board of directors capabla
of carrying out organizational
direction and policy-maKing
responsibilities, including those
relatead to a production credit
program. <3 board mambars for
each from 195 creadit unions).

F. In-Kind credit procedures to
facilitate provision of input
suppl ies, marketing and collection

unions.
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LCCUL focused on providing
intensive training to 80 board
mambers from ten priority credit
unions. Through a series of course
conducted primarily at the farmars
training centres, these board
mambers learned sKills useful in
the affactive application of CU
by-laws, model loan prolicies and
procedures, analysis of credit
union financial performance, set-
ting of goals and objectives,
action staps and evaluation. Loan
appraisal procedures sueare also
stressad. The loan conxrol,
monitoring and collection measures
were g9iven priority.

In January 1986, the LCCUL Manage-
mant and Advisors avaluated these
tuelve credit unions along uwith
another {2 uwhich did not receive
this intanse input, to determine
impact and their level of per-
formance. As a whole, these credit
unions demonstrated a much higher
laval of paerformance than those
which did not receive intensive
training.The boards and committees
mat more frequently,usually month-
ly. BooKs were wWell Kept, loan &
savings grouwth were genearally
above tha national average. Also
an apparant improvemant uas the
willingness to extend greater
amounts of credit to mambers for
production loans, in conjunction
with farmer training prior to the
loan. These credit unions also
damanded an increassd level of
teachnical assistance from other
agencies such as MOA and MCRD,
often issuing letters of request
to district officals.

These procedures are uell
astabl ished uwith Coop Lesotho,
Ficksburg Coop and the Garden




G. Decraeaasa in the pearcentage of
del inquent credit union mamber
loans to 249 % or leass.
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Special efforts ware made to

equip cradit unions with the
sKills and systems to improve loan
appraisal and collection. However
in spitea of the efforts, loan
average loan del inquency has

at Ppre-projact levels of

about 28 . This high average is
the result of high del inquancy

in serveral cradit unions.

Many of the individual cradit
unions which received increased
support from the LCCUL uere able
to raduce their del inquency
lavels.

Thirty craedit unions adopted

the loan control and reporting
systems developed by the leaague
along with collection measuress.
During the 3Sth and 7th quarter, 81
committes members, clerks and loan
collactors participated in courses
dasigned to provide the systems
and sKills required for aeffective
loan collection.




G. Decrease in the percentage of
dal inquent credit union member
loans to 29 % or laess.

a6

On receipt of the loan applciation
and consol idated order listing thae
farmars requirements, quantities
required are totaled and submitted
to the supplier. Deljvary is made
direct by the supplier to tha
credit union, which in-turn
informs membears with approved
loans to pick up their inputs.

Four of tha tan credit unions
given intansive assistance, have
constructed storage shads for
inputs. Another cradit union
obtained the use of a BASP store,
and the remaining credit unions
usae their office for temporary
storage.

As vegetable crops were not
undertaken during the period,
with the exception of potatoes,
special marKeting efforts uare
not required.

Special efforts uware made to

equip credit unions with the
sKills and systems to improve loan
appraisal and collaction. Howevar
in spite of the efforts, loan
average loan del inquancy has

at pre-project lavels of

about 88 %. This high average is
the result of high delinquency

in serveral creadit unions.

Many of the individual credit
unions which received increased
support from the LCCUL uere abla
to0 reduce \ht!r del inquency
levals, \

Thirty crcdi} unions adopted

the loan control and reporting
systams developed by the league
along with collection measures.
Dur ing the Sth and ?7th quarter, 61
committee members, clerks and loan
collectors participated in courses
des igned to provide the systems
and sKills required for effective

l1oan collection.



——CuntrEl fimance program; sdequate——ingodequete—informetion—to———

H. Less rastrictive loan policias
will be in effect in a limited
number of credit unions.

1. Special loan analysis, control
and collection procedures of LCCUL

to meet requirements of production
credit nctivitios program.

a7

Assassment in January 1986
indicated that many of the
individuals trained in collection
chad not yet taken up this
function on returning to the
cradit union. In soma cases, this
Was due to improper selection of
collectors and in othars,
colleactors resignad afier expar-
fencing failure and resistance.

One major factor affecting loan
repaymant wuas the Governmant's
action writing off about 6 million
in loans to farmers. While credit
union loans were not directly
affectad, many members uwere
raluctant to raepay their loans

as they felt that the government
dicision should apply to all loans
regardliess of the source.

Crop failer resulting from dry
ueather alsc affected repayment
rates,

H. Elaven credit unions adopted
loan polices permitting loans to
mamber at amounts required to
adaquately finance thier productio
reaquiremaents. Training programs
designed to promote production
landing, loan appraisal and loan
collection influence at least
eight additional credit unions to
provide more appropriate credit
amounts on a limited and trial
basis.,

Credit demand uwas reduced during
the period as a result of the
extended dry weather.

During the period, the LCCUL also
adoptad a policy of providing
larger amounts of credit to
credit unions which qualified for
agricul tural production ioans.

The credit union loan appraisal
process is well developed, provid-

datermine the finanical and
managemant performance of each
creadit union applying for a loan.

ir



J. LCCUL salf-sutficiancy will
reach 36 parcent.

K. Comprehansive plan to geanerate
substantial increases in credit
union movement funds from expans-
ion of its membership, mine worker
savings, production activities
program and from external sources.
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Monitoring of credit union loan
Parformance is done monthly,
houwever, reporting is quarterly.

Collection procedures arae uwell
developed and form part of the
LCCUL's loan policies and pro-
cedures. In addition to these,
additional measures have bean
adopted by the LCCUL Board
requiring that loan status raeports
ba given to the field staff

for follouwup and collection.

Four training programs in all
aspects of the league's lJoan
pol icies and procedures have bean
conducted for the LCCUL loan
committee and the Ganeral Managar.

Houaver, in-spite of this training
in the use of adequate proceduress,
improvamants ara required.

Efforts to actively collect

have only recently begun,
indicating that the league is
reluctant to demand paymant from
its members. While loan appPraisal
may be understood, this too is
often not consistently applied

to sach credit union in a uniform
mathod. Reporting of loan status
is also too infrequent.

A computar program which will
enable the league to track and

age loans monthly is underdevelop-
mant and should be operational
early in the neuw project.

By the and of the project,
LCCUL's financial self-sufficiency
had reached 36.2 percent.

Dur ing the project period, the
LCCUL complaeted a comprehensive
five year plan outlining its goals
and objectives, action steps
required to achieve these object-
ives with deadl ines and respons -~
ibil ity assigned.




L. Seven trained LCCUL field staf+f
and one fiald service manager

able to assist, through training
and technical assistance, credit
union developmant including
impleamentation of those credit
union programs which support
special small farmer production
cradit.
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This plan lists the steps requirad
to obtain greater incoma from
LCCUL's own sources of income,
from outside sources such as
donors for both incomma generating
and credit union development
projects.

In addition, the league has
obtained a positive response

by tumo donors. One will provide
support to the development of
urban credit unions and recruit-
mant of miner savings. The second
will provide on-going assistance
to the LCCUL over a period of
five yesars for budget support
and increase loan capital. Both
projacts will enable the LCCUL
and its credit unions to sub-
stantially increase their
self-sufficiency.

The league has six field staff
currently supervised by one field
searvice manager. All field staff
were in place when this phase of
the project began, houwever the
current field service manager
began service in this position
about one year ago.

It is the assessment of the
advisor that as a whole the field
staff are highly committed to
cradit union developmant and are
willing to work long hours.
Examples of their sKills are
l1isted belou?

* Participative training methods.

* Operational procedures includ-
ing booKkeeping, duties and
reaspons ibl ities, credit union
operating principles and
practices, loan policies and
procedures, by-lauws and
promotion.

Houevear, in-spite of these assets,
improvemants are also in order
to overcoma the following short-

comings on the part of specific
field staff mamberst




Auditing

Problem solving.

Preformance monitoring.

Max imun effactiveness from staff

visits.

% Credit union goal, objective
satting, action planning and
evaluation.

¥ Bookkeaping on the part of at
least one field staff.

¢ CU financial performance

analysis.

" % % %

Dur ing the project, the Field
Services Manager position was
declared vacant. The woman Field
Service Manager uho held this post
was technically qualified, but
could not manage male field staff
who traditionally are not able to
accept women as authorities. As

a result, a neu Fileld Service
Manager was appointed. He came to
the LCCUL with many years of
expar ience as regional director
of ACOSCA, and prior to this,

thae manager of Coop Lesotho.

Following his appointmant, manage-
ment of thae fiald staff has
improved in the following areast

« Work planning.

% Guidance.

% Technical diraction.

* Motivation.

Houever , areas raquiring improve-
maent still must be addressed.

* Staff performance appraisal.

% On-sita field staff evaluation.

2 On-the-job assistance and
training.

&« Delegation of tasks.




M. Adequata levals of Managemant
specifically directad to the eli-
mination of weakKnesses POinted out
in the last evaluation and the
achiavemant of related
racommendations listed belowuw.
a. Investigate future linkKkages
LADB and Coop Lesotho.

b. Provide priority assistance to
credit unions with paid employees.

c. Continue close cooperation bet-
MCRO at national and district
lavels.
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Most recommendations have bean
fully or partly achievad during
the project period. The status
of each racommandation is given
balow.

a. A M 50BGA )ine of cradit was
astabl ished early in the project
Wwith the Lesotho Agricultural
Developmant Bank (LADB) but has
not been used due to low demand
created by dry ueather and due to
& unfavorable interest structure.

Arrangamants with Coop Lesotho hav
baen workKing well. A3 a mamber of
Coop Lesotho, the Credit Union
requirements for seaed and fart-
ilizer has bean largely maet,
except for some delays and secd
shortages. Coop Lesotho prices
hava been consistantly higher than
other suppliars.

Marketing and loan collection
arrangaemants through Coop Lesotho
ware dropped due to high local
pPriceas and a strong local market
created by production short-falls,

b. Field Officers prefer credit
unions uith paid employeas as
thier efforts have more impact.
Credit unions uwith paid employees
out preform those uwhich depend on
volunteer treasurers for clerks.

c. Cooperation is adaquate at the
national level, houever coop-
eration at the district levael
naeds improvemeant. To improve
cooperation at this level, LCCUL
should send the schedules of its
field staff to district
cooparative officers in order to.
improve coordination. Field
officers should Keap closer
contact with district officials.




d. Evaluation and follow-up pro-
cedures for all training pPrograms
require improveamant.

e. MUL should be encouraged to
£111 the IEMS Education Officer
vacancy.

£, Continued training is requirad
in credit union bookKeeping and
credit assassmant.
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liritten evaluation procedures have
been completed at the close of
soma training courses for commit-
tees. However this activity
raquires additional developmant
and should be made part of each
training course. The avaluation
system in the LCCUL training
manual may be applied.

All Field Staff and the Field
Service Manager under went a three
weakK training course swhich taught
participative methods of eval -
uation during and at the close of
more formal training courses.

tMonitoring of credit union per-
formanca to datermine the extent
new mathods and skKills were
adopted, waere carried out on a
irregular basaes, but served as an
affective means of gathering
parformance data. This information
has been useful in the selaction
of craedit unions for enhanced
development assistance.

This position was filled and
then converted +to support the
Fiaeld Service Manager position.
In July 1886, due to technical
difficulties at NUL, support uas
with~-drawn for this position,
requiring the LCCUL to pay the
salary for this position,

As a result of the insecure
nature of this type of outside
support, the LCCUL decided to pay
the salary of all Key positions.
Also in mid 1886, tha LCCUL hired
a training officer to fill the
vacant position.

All but two of the field staff
provided substantial technical
support and training to craedit
union clerks and treasurers in
credit union booKKeaping. Books

- and-records—are—gensrallyuwelll—

done in most credit unions and
is the most uwell developed aspect
of credit union operations.
Field staff, houasver, should
' all
and



9. Loan control systams must be
installed in all credit unions.

[A]

@

Field staff Performance should be
closely evaluated pretaining to
teaching and provison of technical
assistance in the area of cradit
union booKkeeping and corrective
training undertaken by the aducat-
fon to eliminate shortcomings.

Training in credit assessmant

was & principle part of all train-
ing programs during the first year
of the pariod. As a result, almost
all the creadit unions which
received training completed loan
appraisal forms for loans issuad
from LCCUL capital. During the
second year, sppraisal training
was raduced and loan collection
training stressed. During the
second vyear, cradit union efforts
to continue loan appraisal lagged
and many loans granted were not
bacKked by completad loan apprasial
forms. Touwards the end of the
second year, loan appraisul train-
ing uwas reinstated.

At least five years of specific
subject matter training is req-
uired in-order to institutionalize
the loan appraisal process at the
creadit union leval.

The LCCUL has sustained an
intensive and strong effort to
develop an effective loan control,
monitoring and reporting system
for almost all credit unions.
During inspaction of 24 cradit
unions, most had a up-to-date and
complete and system.

This system continues to be
featured in all credit committes,
clerk and treasurer training
programs.

This loan control system unables
the credit union to determine uhean
a loan is due, assists to age

del inquent loans and compile

loan status reports. Maintenance

of the system is central to any
aeffective collection program.




h. Fiald staff should continue to
emphasizet

% Cradit union bookKeeping, loan

control and management.
t Improving credit union reports.

* Committee education.

i. LCCUL should identify breakeven
strategies fors

% Services to craedit unions.

% Sarvices by credit unions to
members .,

J. The Field Services Managar
should work exclusively on super-
vison of Field Staff and delegate
other responsibilities.
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The loan control system is
installad and operated adequately
in twanty nine credit unions.

These topics continued to receive
priority through on-site technical
assistance and class room train-
ing. In addition, goal and
objective setting, action planning
and performance monitoring was
introduced as a new credit union
management system. Proper complet-
fon of member ledger cards
continue to be a problem and were
stressed in the training programs.

LCCUL breakeaven stratagies are
incorporated in the LCCUL five
year work plan, and central
finance policies. Central finance
pol icies and procedures have bean
discussed but have not yet been
adopted.

Implementation of these procedures
must, howevar, be more aggressive.

Credit union breakevan strategies
are documenied and have beean
introduced. Strong efforts should
be made to introduce this system
of management to all credit
unions.

Field Staff supervision has
{improved as the Field Services
Manager is Horking more carefully
to assist Field Staff to plan
their uwork.

The Field Services Manager should
supervise his staff in their uwork
place, by spending tuwo or three
days on site uith each staff
member, This would enable him to
evaluate Field Staff performance
on-the-job and to demonstrate
effective work methods.

The Field Sarvices Manager should
also formally evaluate the per-

L£0rmance—o-f—h-te
rOr-MenRce—oOr—1 iy

employee performance appraisal
forms which ware adopted by the
LCCUL months ago.

stafbt—-on—the
- r-r—O0N—Ne




K. Annual audit schedules must be
prepared. This should includet
Name of nuditor, date of audit,
date prasentation to CU board and
follou-up schadule.

1. LLoan collection must be intens-
ified att

s LCCUL lavael.

% Credit union lavel.
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Audit plan for 1986 uwas
complexed. Auditors and Field
Staff completed about 100 audits
during the tuo year period,
howevar, only a few of these uere
explained to the credit union
committaes. Most audits did not
contain a managemsent analysis and
feuw recommendations uere given.

All audits should contain both a
financial and management analysis
and recommandations for future
actions.

Reporting of loan status has
improved with one report each
quarter. Overall loan delinquency
was about 20 percent at the

end of the project, indicating
that LCCUL collection efforts were
stil] weak. To corract this
problem, the LCCUL should im-
plament the collection proceduras
specified in the loan policies
and the measures adoptad by the
board. [f agoressively applied,
these measures should reduce the
percentage of delinquent loans.

The LCCUL trained 61 credit union
loan collectors during the later
stage of the project as mamber
loan delingquency averages about 30
percant, While it is too early to
evaluate the impact of this aeffort
those cradit unions which have
implemented a collection program,
indicate substantial results.

Field Staff should follou up each
of the credit unions with trained
loan collectors to svaluata the
impact of the program and insure
that all procadures are understood
and to assist in solutions to
problems encountared.




M. Interest collection must be
improved by LCCUL and credit
unions.

n. Improvements are necessary for
billing and collection of dues
and capitalization.
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It should be noted that loan de-
linquency levals have remained
more or less unchanged since the
beginning of thae assistance progra
in 1980. Improvad collection
afforts have been appliad, howaever
due to 5 years of poor crops due
to dry weather, the best cradit
unjons could do uwas to just stay
even.

By the end of the pProject,

credit unions collected an average
of 10 pecent on loans repaid. This
is an improvement of about 1 %
over the tuo year period.

LCCUL's efforts to collect
interest remained inadequata, with
earnings well balou potential.
LCCUL must begin an aggrassive
interast collection program as

an examela for craedit unions to
follow with their membership.

This means the LCCUL must first
asK for tha intere¢st due, Kaeap
asKing and apply those measuras
outlined in tha LCCUL by-laws when
credit unions fail to pay.

A computer program for loan
monitoring and reporting is naear
completion.

Quarterly reports showing dues

and capitalization paid and
amounts oweing should be 92nerated
by the accounting office. These
reports should then be folloued

by a strong collection effort
until credit unions pay amounts
owed.

These accounts may also be
computerized to allow monthly
upda*ing.

About 99 percent of dues budgeted
were paid during the two year
pariod.




o. Intensify efforts to attract
young people to credit unions.

p., If efforts to revitalize inact-
ive credit unions fail, these
credit unions should raceive
reduced services.

q. LCCUL and credit union loan
policies should be made less
restrictive, however only viable
loans should be granted.
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This recommendation wa.s made

due to the advance age of the
averaga credit union menber .

Younger members are raquirad

as the future leaders of the

credit union movement.

Curraent efforts to attract youth
include the weeKly radio program
and promotional brochures printad
by the LCCUL. MNo effort has baeen
made to assegs the impact of these
measures.

An amer ican peace corps volunteer
who had been assigned to devalop
credit union education materials
for school childern, laft without
completing this work. This uwork
must nouw be continued by a LCCUL
staff member.

Six credit unions receive very
little assistance from the LCCUL
duae to lacK of response to the
LCCUL's efforts to assist them.
This policy should be continued.

The LCCUL credit committae

first looKs at credit union
capabil ity before granting a loan.
Following a evaluation of manage-
ment and financial performance,
the credit committee either issues
or rejects the loan., If perfor-
mance does not meet requiremants,
then the loan request is rejected.
Lhere credit union management and
financial performance is adequate,
the LCCUL has issued lcans in the
amounts required to fully finance
the craedit union and its members.
This policy of careful consider-
ation against saet criteria should
continue.

To improve communication betueen
th& cradit unions ard the LCCUL
on qualification requiraments,
LCCUL loan policies should be

in writing to each credit union
and explained by the field staff.
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During the projact, with funds
provided through the projact, the
LCCUL provided loans for improved
ox~draun farm equipmant needed

by membaers to improve their prod-
uction. This program has created
& new source of loan demand for
thae LCCUL loan program.

All LCCUL loans made to credit
unions are granted in-Kind and
are primary for agricultural
PUrposas.

our ing the two year extencion

per fiod, model loan policies and
loan appraisal procedures nera
introduced and trained, rasulting
in an increasaed ability to grant
and racover larger loans designed
to meet the production craedit
requiremants of mambers in a
large number of credit unions,.

In January 18686, the LCCUL
survayed 22 credit unions +to
daetermine the extent thesa
policies had been adopted. Lhile
only 10 credit unions had adopted
the loan policises in full, another
five cradit unions were 9iving
adequate amounts of credit for
production loans.

A strong effort should be made
by the LCCUL to promote the
adoption of tha modal loan
policies by all credit unions.




r. Comple.a all process statement:
listed b:low and f{mprouve monitor-
ing to ensure implamentation.

MAJOR LCCUL PROCESSESH

By -1aus

lLoan policies/proceduress

Personnel policies/procedurest

Vehicle policies/procedurast

Bookkeeping/financial reportst
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MAJOR LCCUL PROCESS STATUG!

By-laws are well developed and
adequately appl ied. However, the
board should consider applying
the measures specified in the by-
laus pretaining to members who
fail to pay dues, capitalization
and interest. These measurass
enable the board to suspend
services to credit unions or
terminate their membership in the
LCCUL for failure to meet the
basic conditions of memberchip in
the LCCUL. Action against the
worst offenders would act as an
incantive for those credit unions
with good intentions.

Loan policies and procedures are
adequately defined. The Manager
and the credit committee have
undergone 4 training courses
designed to enable them to
effectively apply these policies
to member loan requests,

It has been agreed, however +to
simplify the terms and phases used
in the policy document to be more
easly understood.

Has been revieyed and modified.
Modifications made have not been
implemented. This document should
be reviewed and adopted by staff
and made available to all LCCUL
emplovees,

Adequately documented and applied.

Use of computer accounting program
and continued use of manual booK-
Keeping system has ensured that
accounts are well Kept and account
ctatements are adequate. Report-
ing on loan accounts should be

Major LCCUL Processest

program goes on line soon. With
modification, this program can
then be used to account for
savings and fived deposits,
Major LCCUL ~ - 1.t



Training manualt

Planning system.

Five yYear plant

Cantral finance policies and
procedurast

LCCUL Audit!
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Manual on participative training
methods is well deaveloped and
staff receaived thrae weaks train-
ing in 1its application. This
should be supported by developmant
of more technical laesson plans
covaring all cradit union
operational procedures by the
training officer.

Wall documentad and senior staff
have received training in {ts
implemantation. Five yaar plan
reflacts understanding of plann-
ing system.

Five year plan is wall devaloped
and has baeaen explained/discussaed
by all staff members and comnittee
members . LCCUL should continue to
up date the plan and have

fraquent review sessions to
monitor prograess.

Bas ic caentral financa policies
are explained in three separate
documents. These are the by-law,
loan policies and capitalization
documanta. The LCCUL currently
follows these policies which have
remsined unchangad.,

A revised central finance policy
has been drafted and discussad.
Thasa changaes uwould enable the
L.CCUL, tc generate dues based on
total mambers savings and provide
for a humber of additional
financi{al maasures to increaase
LCCUL incoma.

Thase suggestaed revisions should
ba revieued again, modifiad and
adopted.

Annual audits are provided by the

nAn;-\-k ot o6t Coobhear-atii bt of 90
&P P-Hert—o+—CooPer-drtiveds rire

qual ity of these audits range
from good to poor, depanding on
who actually does the audit. The
Advisor bel ieves that the l-st
audit was of adeauate
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Major Credit Union Processest

By -1 aws !

Loan policies and procedurest

Member loan appraisal:

t.oan control/reportingt

ai

Major Credit Union Process Statust

Current by-laus hava been in use

by credit unions for & number of

vyears but uware not wall under - w
stood. Dua to extensive training,
understanding and application of

the by-laws has greatly improvad.

Howevear , recent events such as

increasing inflation, operating

costs, and improved commarical

banking sarvices has brought a B
need to changa thaesae by-]laus. -

Credit union by-laus wili be
revised and introduced for c
adoption.

Adeaquately docume:nted and under -
stood by LCCUL staff. Fully
applied in 10 credit union and
partly applied in another Y.

These improved policles should be
introduced to all credit unions.

Not well documented but introduced =
and trained in a large numbar

of craedit unions. Of 24

credit unions surveyed, only 1|1

credit unions consigstently

completad the loan appraisal

forme prior to loan approval.

Numbar of total credit unions

using ti.a system is not Knoun.

Dur ing 188%, tha number of credit
unions using the system was highar
than at the end of 1886, This is
due to raductions in loan
appraisal training during 1386.
Loan appraisal training has since
teaen restored to a high level.
Another assessment should be
carried cut soon to determine

tha impact of this training.

Adequately documented and main-
taimed—wetl—in 89 —credit—untons

System axists in at least another
tan credit unions. System
application should ba improved

in all credit unions as it forms
the for loan



Loan collection:

BookKeeping?

Audit:

Sixty one loan collectors uere
trained. Loan collection programs
have start'd in a number of these
cradit unions but results are

yat to bu assassed. Ravieuw of
lozy status reports indicates that
loan dalinquency remains high,
Factors contributing to high
delinquency were S5 yeurs of

roor crops, and governmant uwrite-
offs of M 6 million in agric-
cultural loans. The fact that
cradit unions hava baen able to
maintain at least the status quo
indicataes that the LCCUL program
to raeduce loan delinquency is in
fact beginning to uwork.

Second raevised booKKeeping manual
complated and approved by the
commiss ioner of cooperatives.
While the booKKeaping pProcess is
well undarstood and applied in
most creadit unions, the LCCUL
should introduce the manual to
craedit unions as a training and
support tool.

About 100 audits were conducted
dur ing the tuwo vyear period, an

excellent improvement in audit

performance.

Audit manual {35 adequate.
Mariagement and financial
analysis of credit unions should
be included in all audits.
Explanation of audits to credit
union committeas need sustantial
improvamant. Audit manual s not
adequately understood by Field
Staff and as a result, audit
procadure and standards are not
aluays maintained.

The quality of the audit program
should be improved through on-
the-job training by the training
officer and the auditors.

Credit Union Managemant Guide:

Documant in English. Should be
revised and translated and LCCUL
staff trained in its use.

;e



Credit Union Managamant./Sel f-
sufficiency OGuidat

Promotiont

Maembar extension guidest
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Adequately documented in English
but should be translated. Has
been applied on a limited basis
in two training programs at the
credit union level! and by the
management advisor st the LCCUL
level with good participant
responss during training. Gives
credit union committees a manage-
mant system based on analysis of
current performance, setting of
uals and objectives, action steps
requirad to achieve goals and

&s ignment of rasponsiblities and
deadl ines for complation.

The Advisor bel iaves that this is
one of the most important tools
to improve cradit union peaerform-
ance. The LCCUL should use this
system to focus on about 5 major
goals or parformance areas

for all credit unions.,

WeeKly radio program continues

tc be improved and has resulted

in a substantial number of new
credit union members. No survey
has bean conmducted to determine
the actual numbar. The program
focuses on the type of information
members, and potantial members
should Know.

Road and office signs have been
complated for 1% cradit unions.
This program should be expanded.

About 30000 brochures on credit
unions were printed and dis-
tributed to tha public during
the tuo year period.

Membership dr ives ware undar taken
in 4 numbar of credit unions as
wall.

Production guides were completed
on paas, wheat, sorghum, fruit
trees, maize and potatoes uith

]

17

BTZ assistance. Transplanting of
vegetable seadl ing and fruit trea
pruning was complated through
project assistanca.



Agricultural activites programi

Other operational
complatedt

guides
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Adequately documented. 22 cradit
unions now operate farm aequipmant
rantal units for their members.

Of these, 12 provide farmer train-
in9 prior to loan disbursement. 8
credit unions operate maize mills
and 8 continue tractor servicas.

Operational procedures for
tractors and mills are not well
under stood and additional training
as required. Tractor orarations
should be conducted by members
rather than by thae craedit union

&8 this requiraes a more focused
management .

Model annhual general meaeting.
Duties and responsiblities of thet
% Board of Directors.

% Credit Cormanittee.

x Treasurer/clerk.

%

Education committea.

Training manual for credit
conmitteas.

Ratio analysis.




G.

M.
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DONOR _INGOME

AFPPEIDIX B,

(For Peciod 1 March 1984 Through 28 Februarvy 1986)

USATD

wousey
ACOSCA

Catholle Rellef
Services

fTustlitute of
Extra HMural
Studies

Pence Corps
(cu

HESERTOR

GTZ

Lesotho Dlstance
Teachling Centre

GOL

Uultarlan
Services of
Canada

Canadfian Eubassy

VOCA

THOTALS

¥ Non Cash

Mar-bDee 1984

82,604

16 ,250%
(Consulting)

12,520%
(Tralnitng)

6,825

14,000
(Salartles)

L2,800%

1985
147,349

15,440%
(Consuletapg)

B,580%
(Tratning)

15,950

9,000
(Salaries)

6,400%

Jan-Feb 1986

Total
18,104 268,057

1,950%
(Conuultlag)

33,640%
h,900% 26 ,000%

Contlauing

Support 22,775
2,000% 2,000%
23,000
1,166% 20,3606%

Asslstance) (CU Asslstance) (CU Asslstance)

21,824 CU Offlce

5,850%

26,400%

9,310
(CU Tralnlug)
12,390
(Computer)

5,472
(Tratnlng)

5,761

3,350%

13,350%

22,260%

(Consultant)

247,440

Bul ldiongs

21,824

203,716%1/

1,956 11,287
120% 9,320%
1,400% 41,150
- 9,310
- 12,390
- 5,472%
800* 23,1L60%
(Recrulting
Asgilstance)
32,336 733,667




Ducey Income
Scervice fuees
Commisslons
Milse. Tncome

Total

CENTRAL FINANCE
Ilncerest on loaas
Investment on loans

Rent
Total

Comblaed Totals

Dues
LA Collected
1983 65.5
1984 93.0

1985 87.5

[NTERNALLY GUNERATED

H
1\D

¢
1

[

4,743k
3,484

450
_L, 13t
10,979

3,596
17,832
Ta24s
28,673

39,652

A3avaas

LeculL

1984

6,795%
3,765
1,300

2,763
34,870
14,799
52,432

65,246

R P

FUNDS

1985

3,314
48,364
15,168
66,846

79,709

As33aa

APHEND IX

1980
BT IHATED

9,000
5,000

)
109

14,700

10,000
55,600
17,500
83,100

94,700

ML S

c.




