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PART 1-~-A

I. RISTORY OF PROJECT

From 1950 to 1964 a small numbex of credit unions were initiated
by the Ministry of Labor, religious organizations and by individuals
acting on their own initiative. There was no attempt in this carly
period at cooperation or coordination among these individual unions.
located throughout the urban areas of the country. This, along with a
lack of guidance and experience, resuwlted in duplication of cffort
and under utilization of financial ~nd human resources. Growih occurred
slowly and at the end of fourteen year period 54 credit unions existhed
with a total membership of 8,700 and savings of $597.800.

in 1964 a contract was drawn up between ROCAP and CUNA International
(Credit Unijion National Association) in order to stimulate uvrban credit
union growth and development on a planned, organized basis, utilizing
modern concepts adapted to local conditions. The first step was an
attempt to persuade the existing credit union federations to work toget-
her on a coordinated basis under common criteria. The initial rasponse
of wiiiiagness and enthuziasm was short-lived. It became readily
apparent that the individual oxganizations resisted changing their
varying concepts and operational systems and could not work together
harmoniously. Some federations would not standardize their accounting
procedures to facilitate audit reports and forms preparation; some

4
-

would nct alleow their unions to be audited; others feared a loss of
Ldent ity and control over their members.
In 1965, as a result of these difficulties., “he emphasiz of the

program wis shifted. CUNA began to organize an independent cradit union
mewvemeni with tne intention to invite membership of the existing credit
unions at a later date into a National Credit Union Federation. A
contract (PIO/T) was signed in October 1965 for $37,000 which provided
for the services of four local technicians (extensionists) and one
secretary to work with the CUNA/AID technician (funded separately)

in the organization of the credit unions and in the provision of tech-
nical assistance to the groups. A series of targets were drawn up.
which included the establishment of 250 credit unions by 1969, serving
59,000 members, with savings of $590, OOOM This new empbasis focused

1/ These targets have been modified over time. The most recent
projection is for 16C credit unions with 30,000 members and $5
million in savings by 1972. See Part 1-B-1l #l for details.
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almost exclusively on the organization of credit unions in the urban
areas, where small but clearly defined groups of workers exist, and

where the chances were considered best for a rapid expansion of the

movement .

In June 1966 the National Federation of Credit Unions, FEDECACES
(Federaci6n de Cooperativas de Ahorro y Crédito de El Salvador ), was
organized. This was considered a major step in the development of the
program.

In December 1966 the first Project Agreement with FEDECACES was
signed for $35,000. The targets specified were the promotion and
organization of 150 credit unions with 30,000 members, $3 million in
savings, and $7.5 millicn in loans by 1970. In addition the Agreement
called for FEDECACES to "... function as a self-sustaining, dues-—
supported organization capable of supporting cooperative principles
and the development of credit unions."

In February 1968 the second Project Agreement was signed for
$34,ooo,g/ Among other targets, this agreement called for FEDECACES
to"......become progressively self-supporting and able to assume part
of its operating expenses in the amount of $3,000 for CY-19€8, and to
be comipletely self-supporting by the end of CY-197l1.

The third Project Agreement, in the amount of $101,000.é/ was
signed in January 1969. It called for FEDECACES to assume $6,000 in
operating expenses during CY-1969 and to be self-supporting by the
end of 1972.

FEDECACES currently is developing a special policy for agricultural
credit unions, called Directed Agricultural Production Credit (DAPC),
which essentially assists members of the cooperatives through (1) crop
Loans; (2) guantity purchasing of agricultural inputs (fertilizers,
insecticides, etc.); (3) technical. assistance in crop production; and
(4) maxketing assistance. In one area of the country plans are underway
to coordinate the activities of an agricultural cooperative with an
urban cooperative of market women, thus eliminating middlemen and
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yielding higher returns to both farmers and market women .
In the discussion which follows, the following terms will be used:
CUNA -- Credit Union National Association.

FEDECACES -~ Federacién de Cooperativas de Ahorro y Crédito
de El Salvador.

DAPC ~- Directed Agricultural Production Credit.

The terms "credit union" and"coopzrative" will be used interchan-
geably.

2. OVERALL EFFICIENCY, EFFECTIVENESS, AND SIGNIFICANCE OF THE PROJECT,
A. Qverall Performance d Effectiveness of Project implementation

in Achieving Stated Project Targets.

The targets for this project have been modified considerably
since they were first established in the FY-1966 Country Assistance
Program Book. /Owing basically to an extreme emphasis by CUNA AND A.I.D.

‘on"creating as many credit unions as possible within the shortest time

~ possible, FEDECACES assigned a low priority to assisting member credit

~unions in qualitative improvements. As a result, membership and savings
have not increased at desirable rates. Since FEDECACES derives its
revenues from the dues payments of the member credit unions, and since
these dues payments are a fixed percentage (2%) of the level of savings
(up tc a maximuin of $400 dollars per credit union per year), the
revenues of FEDECACES have likewise not reached projected levels.

B. The Contribution to Achievement of Sector and Goal Plans.

The organization of an economically sound Federation of Credit
Unions, one of the major goals of the project, has suffered from the
above situation, in which the personnel of FEDECACES do not have the
time to work with the individual credit unions in improving their
services and procedures and thus in moving both FEDECACES and the
member unions closer toward economic self-sufficiency.

Additionally, and perhaps more important. the development of
FEDECACES as an institution has not been given the priority which it
should have had. Few targets were specified which dealt exclusively
with the improvement of the organizational structure gy the Human
Resources of the institution. The institution which has developed
is one which vests power in the hands of a small aroun nf nercnne
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which (for reasons discussed in Part I~C) do not always understand or
act in the best interests of FEDECAQES,

. ;
C. Anticipated Results Compared to Costs, i.e. Efficiency in 1
B!&Q!lﬁ!.ﬂ&ililﬂ!iﬂﬂ o

At the ead of Cy-1968, the project had received a total of $125,000
in grant funds. This will rise to approximately $239,500 by the end
of CY-1969.
P In the approximately four Years that this project has been operating,
/ a total of 93 credit unions have been formed, with slightly over
9,000 members, and over $400,000 in savings.

In addition to these quantitgtive achievements, there have been other
benefits which are difficult to quantify: many of the present members
of the credit unions were paying exhorbitant interest rates (some as
high as 40% per month?!) to strong-armed money lenders, and many were
simply unable to borrow funds even at high interest rates. Thus, the
creation of cooperatives has played an important role in raising or
‘improving standards of living, and in assisting low income persons to
remove themselves from situations in which they were heretofore
inextricably in debt.

Nevertheless, for reasons discussed throughout this PAR, it appears
that resources could have been used more efficiently both in establishing
the credit unions and in assisting the institutional development of
FEDECACES. With certain recommended changes in project targets and in
the crganizational structure of FEDECACES, it is believed that a more
efficient utilization of resources would be possible in the future.

D. The Continued Relevance, Importance and Significance of the
Project to Country Development and/or the Furtherance of
U.S. Objectives.
This project is important to the economic development of El Salvador
and the furtherance of U.S. Title IX objectives for a number of
reasons: (1) as discussed above, it assists low income persons in
avoiding the oppressive debt situations into which they often are forced
by a combination of low salaries and unexpected family needs; (2)
it provides a meaningful reason to save, structured to the needs and
abilities of lower income groups; (3) it teaches the credit union
members to work together for a common purpose and gives them the oppor-
tunity to exercise some control over their environment; (4) it, in
Some cases, brings two mutually dependent groups together (e.g. small

TR EE ROOT N
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agriculturists and market women) in such a way as to improve the
standard of living of each; (5) it stimulates agricultural production:
and (6) for all the reasons given above, it has a tendency, however
slight, to create a more equitable distribution of income in a country
characterized by extremely wide income differentials.
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UaE targat is s:gniticantly greater o less t (s} CLDJATEO . . B ¥ EX] prES.
ONLY the target. PLANNED ACTUAL LIF

Ho PIP has yet been prepared for this project.
Project output targets, as specified in E-1

tables and the Prcject Agreements, have been

modified over time. These targets are listed
chronologically within each area of interest.
The discussion which follows each area break-
down will attempt to evaluate the progress toward
the targets.

1. ORGANIZATION OF CREDIT UNIONS —-NUMERICAL

TARGETS
Targets
a. FY 1966 Country Assistance Program Book
Number
of Credit Ramber
Ficcal Unions of
Year Organized Members Savings
1964-5 30 6,000 S 60,000
1965~-6 75 15,000 150,000
1966-~7 135 27,000 270,000
1967-8 190 38,000 380,000
1568-9 250 50,000 500, 000
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b. FY 1967 Country Assistance Program Book: 250 credit unions
to be organized by FY Igﬁg serving 50,000 members with savings of

$1 million.

c. FY 1968 countyy Assistance Program Book: To promote the
cooperative organization, including 180 credit unions with a membership
of 36,000 families by 1970.

d. FEY 1969 Program Memorandum: To expand credit cooperative

organizations, including 165 credit unions with a membership of 30,000
families, and savings of $2.5 million by FY 1970.

e. December 1966 and February 1968 Project Aqreements: To promote
organization of 150 credit unions, with 30,000 members, $3 million in

savings, and $7.5 million in loans by 1970.

f. January 1969 Project Agreement: To promote the organization
of 160 credit unions, with 30,000 members, $5 million in savings, and
$10 million in loans by 1972.

Evaluation of Targets

Table 1 shows the progress toward the numerical establishment of
credit unions. As can be seen, the targets have consistently been
overstated in comparison to the apparent ability and actual performance
of FEDECACES. Moreover, the targets were not set in relation tc local
credit union needs. FEDECACES did not have the manpower necessary to
organize credit unions at the rate projected, and does not now have
sufficient manpower to both provide needed technical services to existind
credit unions and to assist in the development of new organizations.

s existing credit unions develop, they can be expected to increase their
level of savings and hence their dues contribution to FEDECACES. Thus
it would appear that future tarvets concerning the formation of new
+ credit unions should be set quite low in order to allow FEDECACES tu work
~with existing credit unions and to give those cred‘t unions an opportunity
to attain financial and technical self-sufficiency.

Membership and savings goals have fallen below projected levels.
In a 1967 CUNA International evaluation of the program l/it was pointed

L1/ Evaluation of CUNA/AID Program in El Salvador, C.A., CUNA International,
Inc., Latin American Regional Office, Panama, 1967. :

UNCTACQSTRPYED
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out that membership should be increasing at a rate of siwty members per
credit tinion per yeaxr, and that savings should be increasing at a rate
of $20 per member per year in oxder to reach an adequate base to support
a self-sufficient Federation in a span of five years.

As Table 1 shows, average mambership per credit union has grown
from 75.6 in 1965 to 97.0 in 1969 (June), an averaqe rate of increase
of five to six members per year. The average level of savings per
credit union member has risen from $12.07 in 1965 to $47.54 in June
1969, an average rate ¢f increase of $9 to $10 per year. Thus. Loth
rates of increase are considerably below CUNA‘s desirable levels. Again,
this would zppear tu be at least partially a result of FEDRCACES over-
cxtending itself in an attempt to form new credit unions, while not
allowing sufficient time to assist exiating credit unione in the
maturation process.

The level of accumulated loans also has failed to reach pirojected
levels. In part this was due to low loan-savings ratios during the
first few years of the program. but more importantly it is a result of

.a lack of savings. 1In target "e" accumulated loans were projected tc
Le two-ancd-one~-half times the level of savings, and in target “f°
twice the level of savings. Accumulated loans are actually over three
times the level of savings, indicating that if the projected savings
levels had been attained. loaprs also would have rxeached projected
levels.

2. OQRGANIZATION OF CREDIT UNIONS -~ HNON-NUMERICAIL TARGETS

Targets

a. FY¥ 1%t Country Assistance Program Book: Credit unions to be
organized in the urban and rural areas of El Salvador, and to cover
initially those villages served by the Rural Mobile Health Program
and the Brigades of PFundamental Education. This organizational effort
to lateribe extended to other towns and villages in the country.

b. FY 1967 Country Assistance Program Book: Credit unions to be
organized to concentrate initially on those villages samved by the
Rural Mobile Health Program, the Brigades of Fundamental Education,
and Peaca Corps Volunieers.

c. FY 1968 Country Assistance Progqram Book: Credit union ac-
tivity to be expanded to include general support foo the formation
of agricultural cooperatives. In most cases consumer-producer coopera-
tives to be built from a credit union base. This target based on
enactment of a Cocperatives Law.
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3. FINANCIAL SELF-SUFFICIFNCY OF FEDECACES
Targets

a. FY 1966 Country Assistance Program Book: (Totals are cumulative)

Fiscal Annual A.LZ.D. Loeal

Year Budget Funds Contribution
1964~5 $22,500 £22,500 $ D
1965~6 23,000 23, 000 ¢
19667 23,500 15,000 8,500
19678 24,0600 9, 000 15,000
1968-9 25,000 5.000 20,000

b. FY 1967 Countxy Bssistance Program Book: It i- cipected that
the organization and financial strength of the Federation (National
Federation of Credit Unions) will permit it by FY 1968 %o cover
part of the local costs of its promotional work.

¢. Dacenber 1966 Project BAgqreements FEDECACES to function =8 a
self-cuftiiiliing, duss supported crganization capable of suppozting the
cuoperative principles and develspment of credit unions.

d.  February 19638 Proiect pgreement: FEDECACES to become progres-
sivaely sa2lf-guppoxting snd ahleo o assume part of its vpexating
expenses in the amount of $3,000 for Y 1958, and tn be completely
seli-supporting by the end of <y 197),

e. 2danuaxy £969 Prciject Aureement: FRDECACES envisaged to become
progresaivaly seli-supporting and zbile to assume part of its operating
expenses {56,000 for CY 1969) and that by the end of 1972 it shall have
become completely self-supporting.

Table 4 shows the progress which has been madz toward the financial
self~sufficiency of FEDECACES. As can be seen, the organization did
not reach the originally projected levels of self-support, although
targets “d" and "e’' were met. It does not appear realistic to expect
the orxganization to be afjlf-supporting by the end of CY-1992 unless
the ewnphasis which has been placed on the rapid expansion of the number
of credit unions is shifted. 1In effect, the past and present cost of
establishing a new credit union is higher than the revenue which
FEDECACES receives as a result of that credit union's dues over the

UNCLASSIFIED
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{(Eni of Yocar Data, 1565 - 19€9)
19€5 1966 1967 1968 1969 (June)
Credit Unions Without Charter 40 35 33 33 35
Credit Unions With Cherter 10 25 38 55 58
Totel Credit Unions s0 ¢4 71 88 93
Urben Credit Unions 49 48 58 74 78
Rursl Credit Unions i0 15 13 14 15
otsl Membaershie 3,780 %, B70 G,148 2,z18 9,019
Avarage oer Crsdit Union 75.6 75.1 86.6 S3.4 87.0
Total Savings {UsS} 45,6833 106 881 187,400 343,934 428,778
Average per Members 12,07 21.%4 30.48 41.85 47,54
Average per Credit Union 912,49 1,668,.62 7,639,557 3.908.72 4,611.38
Loans Cutstanding =t end
cf Year {UG%; 32,006 o), 4432 126 ,:i%6 265,548 384,461
Average ner Hember 8.26 12,41 20,587 2A.08 42.63
- Avédrage oer Tradit Union £39.58 344,49 781 .3¢ €D, 87 4,135.11
Total Accumuizied Loans (USS) 122,460 £76, 862 *m&%:.san@’f 1,443,287
!@aﬂrﬁ&%ngs Ratio (11+8) .70 .37 .67 88 .90
Accumuladed Loan~Savings
Ratio (1443} 2.68 2.53 3.36 Ce38 3.36
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TABLE

FEDECACES: COMPARISONS GF RURAL CREDIT UNIONS WITH AND WITHOUT DAPC,1969

Cradit Unions
Totsl Memberships
Averzge per Cxredic Union

Total Savings SUS$:
Average per Member
Avoerage per Credit Union

Total Accumulated Loans
(USS)

¥ithout DARC

January

10

20,026

With DAPC
July January July
8 2 6
445 167 830
55.6 83.5 138.3
11,132 3,080 21,018
25,901 18,44 25.32
1,381.50 1,540,00 3,503.00
25,288 18,737 76,414
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TABLL: 4 FEDECACES: ANNUAL BUDGETS 1966 - 1968
(in U. S. Dollar Equivalents)

1966 19€7 1968 1969
REVENUES
AlD Funds 37,000 35,000 53,000 114,500
FEDECACES Fumds ——— ——— 3,000 6,000
Total Revenues 37,000 35,000 56,000 120,500
EXPENDITURES
Salarﬁes &nd Fringe Benefizy 20,300 19,342 23,148 56,683
Rents and Utilities 1,500 1,142 1,400 5,500
Equipment Maintenance - 3,129 3,000 7,000
Training - 893 1,200 2,500
Travel and Per 8Biem 2,00 4,723 4,800 17,100
Office Equipment and Supplies 3,800 4,636 6,825 i6,860
Other Costs 2,400 1,121 15,627 14,857
Surplus or Deficit -0- F 19 -0- -0-
Totel Expenditures 37,000 35,000 56,000 120,500

INATAC YR ON
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CHART I. FEDECACES: ORGANIZATIONAL STRUCTURE
{Selaric ou 2 ionthly Basis? (2,50=31.00

- 7 Yembors
ssts policies
REnSger,

Board oi i [CLors ~
{Sets orgenirzliicnis g 3
and pians, biraes and Fives
S9ts pay scales)

{Members Teceive na selary, but sre given
transporiatisn and per diem coste for
monthly weetinrgs}

Mansger  |j_ . . _ _ _ ! Executive Committee
i gt,100 ! 3 members from Boarcd of
- . Directore. Provides
i Sccretary . interim approvel of nlans
416 . ; which must then be ratified
. by the Board of Directors
: : : o, : : . : , :
Chief, TARC Publi: | | Legal & | Citief, Suuply | Chief, Auvdit | [ | | Chief, Extend
©R’17 R laticnsf Insurance: : Division g ; Bivision i qucatio% sion Division
@05 || e¢so0 1 il escc ! 8GO b 12400 | ¢500
Agricultural :|Press]| Asst. | f Auditors Extension
Snecialists : Oper"lf pressi 1) Agents (3)
{2) :|ator |1 Oper- ' 2300 ¢400
£500 12300 || ator t 2500 £400
£500 : it %100 ! 2500 g410
: ' ¢750
d t
Secretary Handy Man |
7125 2250

Total Salaries = 10,362/month = €124 ,344/yr.= $49,738/yr.
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the Board of Directoxs, & group of five to scven representatives

of the memher cyredit unions, who are elected at varying intervals
by the credit unions, and who have the power to sat policy, hire

and fire, and establish salary scales.

The Board of Directors is composed basically of low i:icome
persons with little education and limited knowledgs of “he issues
and problems confronting FERECACES. They receive co pavy {(Sce
~Chart 1): they have their nwn dav-te~dayv interests, which leave them
with little time either 4o communicats with the persons whom they
are supposed to represent oz o prevars thenselvas adaquataely to
discuss the problems facad by the Federation and make meandinaful
dacisions about its future: and in some cases they belony to organ-
izations (e.g. Federacidn de Cajas de Cxddito} which Jdireatly
compete with FEDECACES. ‘'rhay esually srvrive for their monthly
meeting unprepared to discuss current issues znd unwilling to

devote the necessary time to making the policy decisions which

they should b»e making.

Additionally, they have resisted the pavmaent of salaries to
the PEDECACES staff and aanagement w0 fficient to gtezmot and Keep
capable personnel. A numbay af attempts has koens made hy Lhe
CIIA/AID technicians to convince the Board to raise tne salavies
of the FEDECACES personnel to mora sppropriate levels; however,
the Board has only reluctantly increased the salariecs, and still
not te the levels considered adaguate v Che CONA/AND tochinicians.

Lo suwm, the organizational structure which has evolved is one
in which pover is vested in the hands of o group of pevsons who
are ot making the decisions necezzary te allow FEDECACES Fo
evolv. as a viable and progressive institution. TIf thiz situation
is to change., eithexr the attitude of the Board of Directors must
become more conducive to the development of FEDECACES, or FEDECACES
should be reorganized. A possible reoxrganizational structure is

*

przsentaed in Chart 2.
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22 A-1--INDIVIDUAL ACTIONS

Tor physical start or continui

(See detalied Instructions M.0. 10z6.1).
ng implemantation in the reporting period

(a)

This is a listing of major actions or steps which were schedulod
as reflected in the Project Implementation Plan, Part I.

() sTaTUS - PLACE AN “'x'* IN,

ONE COLUMN

PIP MAJOR ACTIONS OR STEPS; CAUSES AND RESULTS

ITEM OF DELAYS; REMEDIAL 3TEPS il t2) (3

NO. BEMHINOD o AHEAD OF
STHEDULE SCHEDULE SCNE_DULE

The first PIP is presently in draft étage.
No implementing action sequence to date.
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065, 067, 068. All commodities (office equipment and supplies,
and jeeps) have arrived extremely late. 7The lag between the time
the order is placed and the receipt of the commodities is usually
about six months for part of the order and another six months until
the complete oxder has been received. A recent message to the USAID
from AID/W stating that the time lag on vehicle orders will be up to
one year indicates where at least part of the problem lies.
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107 - Continued

the dues maximum which currently exist (See Part 1-B~1 #3) and a
plan for the sale of FEDECACEY services to member credit unions
are also needed teo promote financial self-sufficiency.

3. USAID lending should be considered as one means to break
the vicious circle described in Part 1-¢.2 {013).

With the exception of item #3, the changes should not in-~
volve any additional costs %o the USAID, but should have far reach-
ing effects both on the development of FEDECACES as an institution
capable of adeqguetely serving the neads of the Salvadoran credit
union wmovewent, and on ctha dovelopmend: of financially and techni-
cally sound credit unions capable of promoting an improved standard
of living in El Salvadoz.





