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Preface

Thi s package is intended for the training of the managerial staff of
credit unions (savings and credit co-operatives). It forms part of a
series of simlar training programmes and study texts produced by the
| LO- MATCOM Proj ect for various types of co-operatives: agricultural,

consuners and workers.

Taki ng into account the particular interest of trade unions in this
training programe its production has been supported by the Wrkers'
Educati on Branch of the ILQO The actual devel opnent of the progranme
has been done by the World Council of Credit Unions (WOCCU) with input
provided by its staff and consultants who drew upon resources nade

avail able through its affiliated network in seventy-five countries.

For nore information on training materi al and services, please wite

to:

Wrld Council of Credit Unions The | LO- MATCOM Pr oj ect

P. 0. Box 391 c/ o CO OP Branch

Madi son I nternational Labour O fice
W 53701 U. S. A CH 1211 Geneva 22

Switzerl and.



Ihe target group

The main target group for this training programme on "Credit Union
Organi sati on and Managenent" is present and potential nanageria

staff of credit unions (or savings and credit co-operatives).

Al m
The aim of the programme is to train people to organi se and rmanage

credit unions.

In particular, the programme will enable trainees to

- identify and describe the particular characteristics of a credit

uni on;

. identify, describe and evaluate a credit union's organi sationa

structure;

- determine the potential for and the steps involved in pronoting

the creation of a credit union in a given area;
- identify and describe the various credit union nenber services;
- utilize the basic financial managenment tools of a credit union

- describe and distinguish anong the roles and responsibilities of

the various volunteer conmttees of a credit union

- give exanples of credit union policy inplenmentation through man-

agenment by paid and volunteer staff;
- develop and evaluate credit union action plans;

- conduct credit union education and training needs anal yses and

devel op the resultant training designs;

- develop and inplenent activities designed to pronote and in-

crease credit union menbership.

Use

The training progranme as described in this manual can be used as a
speci al course for potential namnagers (e.g. assistant nmnagers,
bookkeepers, board nmenbers and ot her volunteer officers) to devel op

their qualifications for credit union nmanagenent.



Most of the programme nmaterial is also suitable in refresher
courses for people already enpl oyed as nmanagers, or being vol unteer
officers in credit unions; it is possible to delete certain parts

of the programre and extend others as needed for the actual target

group.

Further nodifications and adaptation of the material will make it
useful in courses for other groups, such as co-operative officers
and extension staff supporting the above target groups, and other

interested pronoters of the credit union novenent.

Duration
The conpl ete programme detail ed here consists of 32 sessions.

Session tinmes vary fromone to three hours. The total progranme

will take between 50 to 55 hours or six to eight days, dependi ng on
the qualifications and experience of the trainees and the hours
wor ked each day. This tinme may well be exceeded. Each instructor
must decide on the likely duration in view of local conditions. It
is also reconmended that a half to a full day be added for study

visits.

The programe may al so be split up into two or nore shorter sem

i nars.

- I | hod
Ontheir return-fromthe trai ning progranme, trai nees should be

able to show concrete results in terns of inproved management . In
order to achieve this, the programme has adopted a highly active

| ear ni ng approach through the use of “participative" |earning
nethods and a built-in "action commitnent".

Participants will not be trained in a general or passive way.
Their specific day-to-day managenent problens have, as far as poss-
ible, been translated into realistic case-studies and probl enrsol v-
i ng exerci ses. Trai nees (working in groups and on their own) will
| earn by solving these problens, W th assistance and gui dance from
the trai ner as needed. He will act nore as a "facilitator” of

| earning than as a |l ecturer.

Every trainee has sone ideas and suggestions from which the others

can | earn. This material is intended to allow and encourage con-
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tribution fromsuch individual insight and experience, so that al
will go away havi ng accunmul ated the know edge, t hat each brought to

the programre .

This sort of shared learning is, in fact, alnbost always nore im
portant than the know edge that you, the instructor, or the ma-
terial itself can contribute. You shoul d treat each trainee as a
source of ideas as valuable as your own. The material is designed

to help you elicit (draw out) these contributions.

The built-in action commitnent at the end of the programme will
gi ve each trainee the opportunity to nake use of the expertise of
his coll eagues in finding a concrete and acceptable solution to a
specific problem The trainee nust commit hinself to the inplenen-

tation of that solution

Structure

The progranme is divided into nine TOPICS, each covered by a nunber
of SESSI ONS. (See list on page XlII.)

The following material is provided for each session

a guide for the trainer (yellow pages), giving the objective of
the session, an estimate of the time needed and a conprehensive

"plan" for the session (including instructions on how to conduct
it):
handouts (white pages) of all material (case-studies, exercises,

forms, etc.) to be reproduced for distribution to the trainees.

lant i I i al
Bef ore "using" the programme in a real training situation, you may

want to adapt it to your own circunstances. Follow the procedure

bel ow.

Read through the nmaterial and deci de whether or not:

the programe can be run as it is;

- only certain topics or sessions should be used;

new topi cs and sessions shoul d be added.
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Your decision will depend on the training needs of your trainees

and the neans you have at your disposal

Carefully read through the sessions you have decided to use. Check

the subject matter in both the session guides and the handouts.

Modi fy themto reflect |ocal regulations and practices, and to in-
clude | ocal currencies, nanmes, and so on. Such adaptation will

hel p trainees identify nore easily with the situations described in

the handouts and will increase the inpact and effectiveness of the
pr ogr anme.

Do not regard this manual as a book with all - or the only -
answers. It is intended as a collection of suggestions and ideas

whi ch you nust adapt, nodify, use or reject as you think fit. The
best evidence that you are using it properly nmay be the nunber of

changes and/ or amendnents you yourself have witten into this copy.

, he hand | other | , i d

Handouts constitute an inportant part of the training material used
in the progranme. They can be reproduced fromthe originals sup-
plied in the ringbinder, after any necessary adaptati on has been
made. Reproduction may be done using whatever nethod is avail abl e:
stencil, offset printing, photocopy, carbon copy or even hand-

witten copy.

The only item of training equi prent which is absolutely essenti al
i s the chal kboar d; the session guides often give the instruction
"wite on the chal kboard". obviously, if you have flipcharts or an
over head projector you should use these whenever they are nore con-
veni ent. The fact that flipcharts, posters and overhead trans-
parenci es can be prepared in advance saves classroomtinme and nakes
the work nore effective. The trainees should al so be encouraged to

use visual aids of this type when presenting their own work.

The Pre-course Questionnaire should be sent to the trainees in ad-
vance of the programe. (See Session 1.1.) They should be asked

to canplete it and hand it in when they arrive.
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Preparing yourself
Sone trainers may feel that material of this sort neans that they

need only spend a few nminutes preparing for each session. This is

not the case

You should go through the follow ng steps before conducting any

course based wholly or in part on this materi al

a. Read the session guides carefully; be sure you understand the
content and that you can envi sage what is intended to happen

in the classroom

b. Wbork through all the cal cul ations; be sure that you understand
t hem conpl etel y. Try to predict the errors that trainees are
likely to make, as well as inconplete or unexpected answers

(not necessarily wong) that may be worth follow ng up

c. Work through the case-studies yourself and try to predict al

t he possi bl e anal yses and responses of the trainees.

d. Note on the nmaterial itself as nmany | ocal exanples as you can

toillustrate the points raised

e. Plan the whole session very carefully; try to predict approxi-
mat el y how many ni nutes each section of the session is likely
to take. Make appropriate nodifications to fit the tinme you
have avail abl e. Do not restrict yourself to the tine

suggested in the nmanual

Conducting the programe
While using the material, you should try to observe the follow ng

gui del i nes:

a. Arrange the seating so that every trainee can see the faces of
as many as possible of the others; do nat put the trainees in

rows so that the only face they can see is your own.

bh. Be sure that the session is clearly structured in the
trai nees' minds. Qutline the structure at the beginning, fol-

low it or say that you are diverging fromit, and sunmari se

what has happened at the end.

c. Keep in mind the various |earning points. Do not forget the
j ob-oriented objectives of the session. Sum up the nain
poi nts on the chal kboard, a flipchart or a poster. Encourage

the trainees to take notes.



Be flexible; do not follow the material slavishly. Be pre-
pared to change the approach, dependi ng on what the trainees

t hensel ves suggest.

Avoi d, whenever possible, telling the trainees anything; try
to elicit inportant points fromthem by skilful questioning

If you fail to draw a particular answer fromthe trainees, it
is your fault, not theirs. Persi st, asking the sane question
in different ways, hinting at the response you want. Only

nmake the point yourself as a |ast resort.

Use silence to provoke response; if no one answers a question
wait 20 or 30 seconds. This gives the trainees tinme to col -

| ect their thoughts - and the courage to speak

Avoi d tal king too much yourself; trainee discussion shoul d
take up sonme three-quarters of the total tine. Ask, listen
and gui de rather than talKk. (Your domination of the session
may only reveal your own insecurity or ignorance of the sub-
ject, in that you are not willing to risk questions or com

nments with which you cannot deal.)

Never ridicule a trainee's answer or suggestion; it may have

sone nerit and the attenpt itself is connnendable.

I f you cannot answer a trainee's question (perhaps even if you
can) ask another trainee to respond. You are the facilitator,

not the source of know edge.

Make use of the trainees' own words whenever possible (e.qg.
when writing sumaries on the chal kboard). Do not limt your-
self to the language in the training material, even if it is

nore precise

On occasion, act as "devil's advocate", supporting a view op-
posing that of the majority, for the sake of argLmment. There
are usually no right or wong answers to nanagenent questi ons,
and this techni que hel ps trai nees see and understand both

sides of an issue.

If the trainees take a quite different tack fromthat
suggested in the nanual, do not dismiss it out-of-hand; it nay

be as useful as the one suggested.

Call on the silent and, if necessary, silence those who talk

t oo nuch.
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0. Be sure that everybody understands what is going on; do not

al Il ow di scussion to be taken over by a few who understand.

p. Be dynanic; nove around, wal k up and down the classroom Your

physi cal activity hel ps keep everyone alert.

After the course

Keep a record of each trainee's action comtnent. About si X
nmont hs after the end of the course, contact each trainee, in
person or by letter, to see how well he has inplenented that
commi t ment . Trainee failure indicates course failure; t he
training may have been ineffective, the trainees may have been
poorly selected, or you may have failed to recognise problens

preventing the trainees from applying their know edge.
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SESSION 1.1
L INTRODUCTI ON

(hjective:; To denonstrate the inportance of credit union* organis-
ation and nanagenent and this training programe; to
ensure that all participants are aware of the objec
tives of the programme; to introduce participants to
one anot her; to identify sources of expertise within
the group and to ensure that all administrative details
are in order.

Tinoe: 1 1/2 hours

Material . Pre-course questionnaires conpleted by the partici-
pant s
Programe tinetabl e.
Li st of participants.

. . i de

1) If a prominent guest is available to open the programre, this can

be a valuable indication of its inportance. The formal opening
shoul d be brief and to the point. |If appropriate, the programe
organi sers should offer the speaker guidance as to the content of
his speech. That should enphasise the inportance of credit unions
to a nation's econom ¢ and human resource devel opnent; it should
further cite the nunber and size of credit unions and sone basic
statistics about savings and |loans in the given area, be it

nati onal or regional

Expl ain that the purpose of the course is to enable the trainees to
better organi se and manage credit unions in order to provide better
return on investnents and better service for the nenbers they
serve. The programmme shoul d be perceived as an investnment of tine
and resources and therefore should neet practical needs. Trainees

should continually attenpt to apply nmaterial |earned in the course

The term"credit union" is used throughout the material to designate
si ngl e- purpose financial co-operatives. O her terms which are some-
times used are: "savings and credit co-operatives"” or "thrift and

credit co-operatives”



to their own professional responsibilities. If they find any ma-
terial irrelevant, they should say so. Appropriate changes should

then be nmde.

Revi ew the programme’'s tinetable with the participants. Expl ai n
t he sequenci ng of sessions; each is to be seen as part of the

whol e rather than a separate entity.

Ask each trainee to sunmmarise his prior training and experience
(especially in the field of credit unions or other co--operatives)
and to state briefly what he hopes to gain fromattending this
course. Refer to the pre-course questionnaires, if necessary. At -
tenpt to classify the trainees' objectives and experience on the
boar d; identify the special expertise that each brings to the
cour se. Enphasi se the point that the group as a whole is an ex-
tremely powerful source of information and that the trainees there-
fore will be expected to participate actively rather than to just
listen to the instructor. While both trainers and material wll
provi de i deas about techniques and bring structure to the course, a
maj or input nust conme fromthe trainees. This will ensure the nost
practical application of the programe.

Explain the nain features of the "Action Commtnent"” included in
this programme to ensure a bridge between the classroom and

trai nees' societies.

- Before the end of the progranme, every trainee is expected to
have identified at | east one major problempertaining to the op-
eration of his society, which he is going to solve on his return

horre.

- During the final course day (Session 9.1) everyone w Il devel op
in consultation with fellow trainees, a detailed "action plan"

for solving the problemto which ne will conmmit hinself.

Tell the trainees that you will contact themat a |later date to as-
sess how successful they have been in inplenenting their plans.
The course itself, rather than the participants, will be eval uated

by their success.

Ensure that any adnministrative problens are dealt with at this

tinme. These coul d i nclude accommpdati ons, paynent of expenses,

transportation, study facilities and various points of infornmation.



Pre—Course Questionnaire

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo
ooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

What parts of your job do you enjoy the most?
What parts of your job do you find the most difficult?

Please complete the following sentence:

As a result of attending the course on Credit Union Organisation and
Management, I shall be able to:

Please bring to the course any material which could be of interest to
your colleagues, e.g. forms used in your society, member education ma-

terial, the by-laws.
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SESSION 1.2

VWHAT IS A CREDIT UNI ON?

hjective: To enable trainees to identify and describe the par-

ticular characteristics of a credit union.

Tine: 1 hour.

Session Quide:

1) Divide the trainees into groups of four to five. Include in each
group at | east one person who has had experience with credit
unions. Ask each group to discuss and prepare short answers to the
foll owi ng questi ons:

a) Miuat is a credit union and what does it do?
b)  Howis it distinguished fromother financial institutions?
c) What is neant by a credit union's "common bond"?
2) After sone 20 minutes of discussion, ask the groups to report

back.  Encourage general discussion after each question. Agree on
t he best possible answer in each case; it may be a combination of
the groups' suggestions. Ensure that everyone understands the

agreed definitions, which should be along the follow ng |ines:

a) Acredit union is a group of people who join together to save

noney and to make | oans to each other at low rates of interest.

b) A credit union is a financial co-operative organised froma
group of people with a conmon bond. As a co-operative, it is
a denocratic and non-profit organisation. Menbers i nvest a
snmal | anmobunt (called a "share") to join. This allows the nem
bers to be the owners of the credit union. It entitles themto

el ect from anong thensel ves a board of directors, which sets

policy and may appoint a nanager.

¢) The common bond is the link that exists between nenbers of a
certain group. It may be a place of residence, a place of
wor k, a conmmon prof essi on. It is vital devel oping the nutual

confidence which nenbers nust have if the credit union is to be

a success.


katherine


Ask the trainees to wite down these definitions if they were not

sure of them before

Explain that the difficult second question (b) will be the subject
of many discussions in this course, beginning in Session 1.4.
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SESSION 1.3
HLSTORI CAI. DEVEIL APVENT
(hjiective: To enabl e trainees to describe and explain the origins
and history of credit unions.
Iine: 1 hour.
Materjal . Handout "Profile of Credit Union Hi storical Devel op-
ment "
Session Quide:

To econoni se on classroomtinme it is recomended that the trainees
study the handout prior to this session. (It nmay be given to them
upon their arrival or distributed earlier by nail with other in-

formati on about the course.)

Explain to the trainees that in order to best understand today's
credit unions, it is inportant to understand their roots. Note in
addition that sonme of the needs of devel oping countries today are
the sane as those that once gave birth to credit unions in Europe
and North Ameri ca.

Gve a short resune  of the historical devel opnent of the credit
uni on novenent (nore or |ess detail ed dependi ng on whether or not
the trai nees have read the handout). Enphasise those points which

are subject to question and discussion later in this session (see
bel ow) .

Present briefly, with the hel p of experienced trainees, an overview
of the origin of local and national credit unions, why they were
started and how they have devel oped.
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Ask the group to cite sonme of the problens encountered by the early
credit unions. Li st these on the chal kboar d/ over head proj ector/

flipchart*. I ncl ude -

funding for loans fromexternal financiers (early Raiffeisen so-

cieties);

- lack of funds to pay staff.

Review with the group some of the solutions to these problems, such

as -

- raising capital (for |oans) through nenber deposits (Raiffeisen

and Schul ze-Delitzsch);

organi sing a credit union central bank to service societies

liquidity needs (Raiffeisen);
- enphasis on volunteer work (Raiffeisen)

initial external financing of operations (Filene);

- limted liability for menbers (Luzzatti).

Ask the trainees to list major constraints on credit union devel op-
ment in their own areas. Reviewthe list and ask if some sol utions
to these problens may have al ready been found - perhaps at another

time, in another place.

In summarising, explain that this brief historical review was pre-

sented to provide useful exanples. Devel opnent probl ens today are
often quite similar to those encountered early in the novenent's
history. It may save tine and energy on the part of today's de-

vel opers to periodically review | essons already | earned el sewhere.

For the sake of sinmplicity we state only "chal kboard" in the fol-
| owi ng, al though other visual aids (fLipcharts, over head projector)
shoul d be used, if available, when nore suitable and effective then
t he chal kboard
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file of : . .  cal

Ef fective working credit societies were first devel oped in Gernany, as

a result of the crop failure and subsequent fam ne of 1846. A civi
servant, Hermann Schul ze-Delitzsch, began by organising a mll and
bakery co-operative. As it was successful, he went on to form many

other types of co-operatives anong craftspeople and small shopkeepers.
He eventual |y becane convinced of the need for co-operative credit so-
cieties, establishing the first one in 1850. After sone initial diffi-
culty, Schul ze-Delitzsch applied the principles of his successful co-
operatives to the devel opnment of a working and practical credit so-

ciety

Its menbers had to pay an entrance fee and prove that they could afford
to buy a share at least in instal nents. They deposited savings as
"working capital” (the nmoney to run the co-operative) on which "divi-

dends" were paid. Wien nore funds were needed, they borrowed from
credit facilities on the principle of "unlimted liability" (meaning
t hat each nmenmber was equally responsible for the debt). | oans were
granted for productive purposes and granted not only "on collateral™

(guar ant eed by sonet hi ng owned) but also on the basis of the borrower's
character. Control of the society was denpcratic. Each nenber had one
vote, regardless.of the number of shares he owned. Menbership was open
to all in need of credit or a convenient savings facility and not Iim
ited to a specific interest group.  Administration of such societies
was conducted by the nmenmbers, who elected various committees to oversee

its actual nanagenent

The Schul ze-Delitzsch credit society soon becane very popul ar; ot hers
devel oped al ong these lines cane to be known as "people's banks". By
1859, just nine years after the first one opened, there were 183

peopl e's banks with 18,000 nmenbers in two Gernman provinces.

Wile Schul ze-Delitzsch directed his efforts towards the urban popu-
| ation of craftspeople and small nerchants, a local mayor in the Rhine

Province of Germany, FEriedrich WlhelmRaiffeisen, was concerned with

the poorer agricultural population

Al t hough the end of feudalismin Wstern Europe allowed farnmers to own
their own land, they |lacked the money to purchase it, livestock, farm

i ng equi pnent, seed and ot her essential farminputs. Exi sting credit



facilities, such as banks, would not lend to farners. They were forced
to borrow from noneyl enders who charged exorbitant rates of interest

and sei zed | and and ot her assets when paynent was not made on tine.

Raiffeisen first formed a "bread union” to sell [owcost flour, and
then, over the next few years, organi sed several nore societies to al-

low farners sources of credit other than the usurers. These were not,

however, true co-operatives, because they were funded largely with the
capital of wealthy patrons in the area. Such charitable institutions
could not survive. Borrowers denmponstrated a | ack of concern for repay-

ment because the borrowed funds cane fromwell-to-do persons. The re-
sult was that the patrons began to withdraw their support. Raiffeisen
realised that the societies wiuld have to be based on the principle of

peopl e hel pi ng t hensel ves. He studi ed the econom c structure of the
Schul ze-Del itzsch nodel and forned the simlar Heddesdorf Credit Union
in 1864.

Thi s co-operative was based upon many of the same principles as nodern
credit unions. Here menbership was extended to all applicants judged
by their neighbours to be of good character, industrious and friendly;
they had to have sone form of tangible assets and be willing to give
time to uni on nmanagenent. These early societies had no substantia
share capital; they raised nost of their funds by borrow ng agai nst
the joint unlimted liability of their nenbers. Later credit unions
becane nore comtted to raising capital through nenber deposits. Each
Rai f f ei sen soci ety was governed denocratically. Al'l nembers partici-
pated in the general neeting, each with one vote, and el ected a nanage-
ment committee to approve | oans and conduct the routine business of the
soci ety. Rai ff ei sen stressed volunteer work in all his unions, allow

ing conpensation only to full-time treasurers.

Rai ffei sen originated the concept of providing for the liquidity needs
of menber credit unions, establishing the first credit union centra
bank in 1876 and, a year later, a credit union federation. By the tine
of his death in 1888, there were 425 of his societies in Gernany. He
was the first to design and inplenent regional and national organis-
ations to serve credit unions by providing a forumfor the exchange of

useful infornation, by supplying | egal and | egislative advice and

auditing services, and by facilitating central banking.
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Of great inmportance during this period of initial credit union devel op-

nent were two Italians, Lluigi luzzatti and Leon Wllenborg. Luzzatti

organi sed his first co-operative bank in 1865. It was distinctive in

that it operated on the principle of limted liability for menbers. By
1909 there were 735 such co-operatives in the country. Dr. Wl Il enborg
established the first of many small credit unions (40 - 60 nenbers) in

Loreggia in 1883.

The credit union idea was brought to North Anerica by a parliamentary
reporter in Quebec, Canada, naned Alphonse Desjardins. He becane
interested in co-operative credit after hearing of usurious rates of

i nterest throughout Canada. I n Decenber, 1901, he established "la
Cai sse Popul aire de Levis" (People's Bank of Levis) basing it on
Eur opean nodel s. Its success was denonstrated by the fact that six

years after its opening it had |l ent out over $200,000 and suffered no

| osses through defaulted | oans.

Desj ardi ns al so organised the first credit union in the United States -
in 1909 in Manchester, New Hanpshire. The previous year, the Banking
Conmmi ssi oner of the State of Massachusetts, Pierre Jay, had held a con-
ference that recommended | egislation to protect the small savings and
| oan associ ations then being fornmed by Enpl oyee groups. Present at

this conference were Al phonse Desjardins and a Boston retailer, Edward

Eilene.

Fil ene had di scovered credit unions in India in 1907. He had net a
governnent official in Calcutta who supervised credit unions in the
Bengal area. Through him Filene was able to observe a village credit
union in action. Its concept and practical services so inpressed him
that he began to research credit union devel opnent, devoting a good
deal of his energy and personal wealth (eventually over $1 mllion) to
their devel opnent and growth in the United States. In 1921, he organ-

ised the Credit Union National Extension Bureau, obtaining the services
of a young | awer, Roy F. Bergengren, to nmanage it. In 1934, represen-
tatives from22 states (nost of which had fornmed "Il eagues” of credit
uni ons by that tinme) founded the Credit Union National Association

( CUNA) .

By the 1950 's, CUNA had received nany requests to assist credit union

devel oprment in other parts of the world. Formal international assist-
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ance began, with pronotion efforts undertaken by such pioneers as A A
"Paddy" Bailey in the Caribbean, Bart Quainno in Africa, Augustine Kang

in Asia.

In 1970, the Wirld Council of Credit Unions (WOCCU) was forned. Today
it represents confederations in Africa, Asia, Latin America, the
Cari bbean, Australia, Canada and the United States, and free-standing
|l eagues in Fiji, Geat Britain, Ireland, and New Zeal and. By the end
of 1985, nearly 40,000 credit unions with alnost 56 nmillion nenbers in

75 countries were affiliated to WOCCU s menber organi sations.

As an international organisation, WOCCU is to assist in the organis-
ation, expansion, inprovenent and integration of credit unions and
simlar co-operative institutions as effective instrunents for econom c
and soci al devel opnent. WOCCU serves as a forumfor the exchange of
i deas and information, provides services for its nenbers, pronotes mem
ber shi p devel opment and growth, represents nenbers' interests and ex-
tends co-operative financial services to areas where people want and

need these services.

WOCCU policy decisions are made by its Menbership Council, conprised of
representatives fromits voting nmenbers. Because it is a co-operative

its structure is decentralised and its services are provided primarily
through its nenber organisations. But because of its co-ordinating
rol e, WOCCU does operate out of offices in both North America and

Eur ope.

In the true spirit of co-operation, and just as Desjardins built upon
the resources and information provided himby the novenments in Europe
and India and Filene J|ater benefitted from the experiences of
Desjardins, today various types of nobvenent-to-novenent assistance
t hrough WOCCU are evident. Such co-operation not only includes assi st-

ance fromthe novenents of Australia, Canada, Ireland, and the United
States to those in | ess devel oped regions, but also intro-regional

country-to-country novenent assistance has becone nore and nore of a

regul ar practice in the African, Asian, Caribbean, and Latin Anerican

regi ons.
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SESSION 1.4
CREDIT UNI ON OPFRATI NG PRI NCI PI ES
(hjective: To enabl e participants to identify and explain each of
the credit union operating principles.
Tine: 1 1/2 hours.
Material : Handout "Credit Union Operating Principles"
eSS i de
1) Refer to the question discussed in Session 1.2, "Howis a credit

uni on di stingui shed fromother financial institutions?" Probabl y
some of the "co-operative principles" were brought up in that con
nection. Explain that the application of certain principles by

all co-operatives, including credit unions, makes them different

fromprivate or state-owned enterprises. Di stribute the handout
"Credit Union Operating Principles". It is an attEnpt to further
refine and define "What is it that makes a credit union?" out of

the varied historical experience and perspective of credit union
novement s around the world. These principles were approved by the
Menmber ship Council (Board of Directors) of the Wrld Council of
Credit Unions at its neeting in Panama in August, 1984, after a
wor | d-wi de study and di scussi on process extendi ng over severa
years. Stress that these principles are neant to be operative, not

just declarations of intent.

Poi nt out that the principles have been listed under three head-
i ngs: Denocratic Structure, Service to Menbers, Social Goals.
Mention briefly what each principle deals with but do not go into

detail at this stage.

Separate the trainees into nine "beehive groups"*. Attenpt to have

at | east one person with previous credit union experience in each

Form t he "beehi ves" by asking adjacent trainees to sit in groups of
two to four to discuss a question (for ten m nutes maximm. The

sound of this classroomdi scussion is rem ni scent of a beehi ve,
hence the nane.
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set.

Assign a different principle to each team Ask each group to

di scuss and prepare answers to the foll ow ng questions:

a)

Wy is this principle inportant? What would happen if it were
not applied?
In what specific ways is this principle applied at the credit
uni on | evel ?
What could be done to inprove the application of this

principl e?

After ten mnutes, ask a representative of each group to present

its answers.

After each presentation, solicit questions and com

nments fromthe other teans.



Democratic Structure
Open and Voluntary Membership

Membership in a credit union is voluntary

and open to all within the accepted cormmon
bongd of association that can make use of its services
and are willing to accept the corresponding
responsibilities.

.

Democratic Control

Credit union members enjoy equal rights to

vote {(one member, one vote) and participate
in decisions affecting the credit union, without regard
to the amount of savings or deposits or the volume of
business. Voting in credit union support organizations
- “sociations may be proportional or

sentational, in keeping with demacratic

principles. The credit union is autonomous, within the
tramework of law and regulation, recogmizing the
credit union as a cooperative enterprise serving and
controlled by its members. Credit union elected
offices are voluntary in nature and incumbents should
not receive a salary. However, credit unions may
reimburse legitimate expenses incurred by elected
officials

Non-Discrimination

Credit unions are non-discriminatory in
relation to race, nationality, sex. religion and
poiitics.

These Credit Union Operating Principles are founded in
the phi phy of peration and its central vaiues of
equality, equity and mutual sell-help. Recognizing the
varied pri in the imp of ¢redit union
philosophy sround the world, 8¢ the heart of these
principies is the concept of human development and the
brotherhood of man expressed through people working
together to achieve a better life for themseives and their
community.

¢
INTERNAT!ONAL

CREDIT UNION
OPERATING
PRINCIPLES

Service to Members

Service to Members

Credit union services are directed to improve
the economic and social well-being of all
members

Distribution to Members

To encourage thrift through savings and thus

to provide ioans and other services, a fair
rate of interest is paid on savings and deposits, within
the capability of the credit union.

The surplus arising out of the operations of the
credit union after ensuring appropriate reserve levels
and after payment of limited dividends on permanent
equity caputal where it exists, belongs to and benefits
all members with no member or group of members
benetiting to the detriment of others. This surplus may
be distributed among members in proportion to their
transactions with the credit union as interest or
patronage retunds, or directed 1o improved or
additional services required by the members.

Building Financial Stability

A prime concern of the credit union is to

build the financial strength, including
adequate reserves and internal controls that will
ensure continued service to membership.
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Social Goals

On-Going Education

Credit unions actively promote the education

of their members, officers, and employees,
along with the public in general, in the economic,
social, democratic and mutual self-heip principles of
credit unions. The promotion of thrift and the wise use
of credit, as well as education on the rights and
responsibilities of members, are essential to the dua!
social and economic character of credit unions in
serving member needs.

Cooperation Among Cooperatives

In keeping with their philosophy and the

paaling practices of cooperatives,
credit unions within their capability actively cooperate
with other credit unions, cooperatives and their
associations at local, national, and international levels
in order to best serve the interests of their members
and their communities.

Social Responsibility

Continuing the ideals and beliefs of

cooperative pioneers, credit unions seek 10
bring about human and social development. Their
vision of social justice extends both to the individual
members and to the larger community in which they
work and reside. The credit union ideal is to extend
service 1o all who need and can use it. Every person
1 either a member or a potential member and
appropriately part of the credit union sphere of
interest and concern. Decisions should be taken with
full regard for the interest of the broader community
within which the credit union and its members reside.

WORLD
COUNCIL

OF CREDIT
UNIONS, INC.

Approved 24 August, 1984
by WOCCU Membership Council
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SESSION 2.1
IHE CREDIT UNION STRUCTURE

hjective: To enable trainees to identify, describe and eval uate

the organi sational structure of a credit union.
Tine: 1 1/2 hours
Material : Handout "Structure of a Typical Credit Union".
. . i de:
1) Referring to the principles discussed in the previous session, re-

m nd the trainees about the denocratic structure and control of a
credit union. Point out again that all menbers have a right and a
duty to vote on and participate in decisions concerning their

uni ons; Enphasise that a credit union is owned by its nenbers.

Ask the trainees to explain how union nenbers will take decisions
on such matters as approving or refusing |oan applications,
financial nonitoring, establishing nenber education programes

etc. Try toelicit "delegation" as the answer; that the nenbers
will have to delegate (hand over) such tasks to certain comittees,
officers or enpl oyees. It is obviously not practical to have al
menbers involved in every decision required in day-to-day oper-

ations.

Ask the trainees what committees and officers they have in their

credit unions. Di agramtheir answers on the chal kboard as bel ow.



MEMBERS

CREDIT EDUCATION BOARD OF DIRECTORS SUPERVISORY
QOMMITTEE QOMMITTEE QWITTEE
Pres. Vioe— Treas. Sec.
pres.
MANAGER
OTHER
EMPLOYEES

Explain that this chart shows the basic structure of a typica
credit union. It is meant to ensure the best representation of
menber ship i n organi sations providing non-profit financial ser-

Vi ces.

Point out that, unlike other types of co-operatives, credit unions
nmust have at |east two elected bodies - the credit conmmittee and
the supervisory conmittee - besides the board of directors. Al l
such el ected bodies are directly responsible to the nmenbership,
whi ch del egates authority to themfor the snmooth running of the

credit union.

Referring to the diagramon the board, point out that npost of the
managerial work in a credit union is done by these conmittees and
officers. Ask the trainees how the nmenbers can still have the u

timate power in their union. They should respond that certain de-
cisions are not delegated to the el ected bodies, but are taken in
general neetings. Ask for exanples of such decisions and list them

on the chal kboar d.

- Adoption of by-laws and approval of anendnents to by-l|aws and

articles of association.

El ection of directors and nenbers of committees.
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Separation of directors and comrittee nenbers (although there

may be exceptions to this rule).
- Expul si on of nenbers.
- Declaration of dividends and interest refund.

- Request for special neetings.

Having identified the main duties of the nenbers and the kind of
decisions they take thenselves in general meet i ngs, ask the
trainees to identify the main tasks of the elected comittees and

of ficers.

Start with the board of directors; give the trainees a mnute or
two to think about its nmain duties and to express these in one
short sentence. Then ask for individual suggestions, briefly dis-
cuss themand with the group as a whol e, agree on the best defi-

nition. Finally, review how the board is elected

Continue in this way with the other commttees/officers.
- DBoard of Directors

Sets policy and governs activities of the credit union in ac-

cordance with by-laws and | egislation. El ected by nmenbers.

- President

Presi des at neetings of board and nenbers. Presents annual re-

port of board to menbers. El ected by nenbers, usually from
wi thin the board.

Vice-Presi dent

Acts in the President's absence or disability. El ected by and

fromw thin the board.

ITreasurer

Responsi ble for the financial records of the credit union, and
until there are enployees, the daily operations. El ected by

and fromw thin the board.
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- Secretary

Keeps minutes of all neetings. El ected by and fromw thin the
boar d.

) . .
Revi ews and approves | oan applications. Ceneral ly el ected by

menbers, but sonetines sel ected by board

) . .
I nspects the records and operati ng procedures of the credit
uni on. Cenerally el ected by nmenmbers, but sonetines sel ected by
boar d.

) I . .

I nforns nenbers and non-nenbers of the credit union's services
and "sells" the credit union idea. Cenerally el ected by mem

bers, but sometinmes selected by board.

-  Enployees
Nunber of duties depend upon needs of the credit union. Manager

is appointed by the board. Al other enpl oyees are appointed by

t he manager or his/her designee.

Di stribute the handout and use it to sumup the session. o
through the diagram and identify any discrepanci es between it and

the trainees' definitions suggested in previous discussions.

tell the trainees that the work of the various commttees and of -
ficers will, of course, be the subject of many sessions in this

course.
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SESSION 2. 2
IHE CRFDIT UNI ON NFTWORK
Chjective: To enable trainees to identify and distinguish anong
the various levels of the credit union network.
Tioe: 1 hour.
Material . M ni cases "Three Credit Unions".
Handouts "Overvi ew of the Credit Union Network"
"I nternational Credit Union Systeni.
"The National Credit Union Systenmd (if avail-
abl e).
Session Quide:
1) Distribute the handouts the night before this session is given and
instruct the trainees to read them
2) Distribute the ninicases. Ask the trainees to read themand try
to anal yse the present situation in the three societies, including
constraints on growmh and devel opnent.

After about ten mnutes, ask the trainees to identify the min con-

straints on the three credit unions. Try to elicit these sugges-

tions.

- Credit Union A Primary need is training of some type in re-
cord keeping and periodic review of such records.

- Credit Union B: Primary need is liquidity. Menmber s repay
promptly, however | oan demand now exceeds avail abl e resources
from menber deposits.

- Credit Union C Primary need is pronoting the credit union to
the potential field of menbership.

3) Ask the trainees what m ght be possible practical ways to deal wth

t hese needs. Soneone shoul d be able to point out that the experi-

ence of one or two credit unions could help resolve problens in the

third. For example, noney is available fromCredit Unions A and C



to help resolve the liquidity needs of Credit Union B; the nenber-
shi p education programre of Credit Union B night be adaptable to
Credit Union C t he bookkeepi ng probl ens of A could possibly be
resol ved through the expertise of B or C In other words, in the
true sense of co-operation, they will each be able to devel op bet-

ter if they all work together.

Explain that in the same way that credit unions gather together in-
dividuals with simlar financial needs, so credit unions also join

together to provide better services for thenselves.

Refer to the "Overview of the Credit Union Network" which should
have been studied by the trainees as homewor k. Ascertain through
questions that everyone has | earned the basic structure described

there. (Note that terms may differ a bit fromone country to

anot her.)

a) Chapters - are usually informal groups of credit unions in a
speci fied (geographic) area. They nmeet regularly to exchange
i nformati on, conduct educational programes, and carry out pro
motion in the area. Rules and regulations vary fromcountry to
country as to the degree of their integration into the credit
uni on network's next |evel. Some chapters are fornmal entities,
while others are not. It should be noted that chapters are not
meant to enpl oy staff or otherw se incur unnecessary costs to
the credit unions. Rat her they are to facilitate information
exchange and, where so designated, guarantee proportionate re-

presentation at the next |evel

b) Leagues (or federations) - are generally national affiliations

of credit unions. Dependi ng on the | evel of developnent in a
gi ven country, they provide financial, educational, auditing,
legal, and other services to nmenber societies. In some
countries (Canada, Australia, the United States and N geri a)

| eagues are forned at the state or provincial |evel.

c) Associations (or confederations) - are regional groupings of
| eagues within the sane area. These may be continental (as in

Africa, Asia or Latin Anerica) or national (as in Canada or the

United States).
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d World Council of Credit Unions (WOCCU) - is formed of seven as-

soci ations and four free-standi ng | eagues.

All of the aforenenti oned bodi es, except for chapters, are sup-

ported, at least in part, by dues fromtheir respective affiliates

Al t hough necessarily differing in scope and nature, the prinmary
servi ces which each of these | evels provides can be sumred up as

foll ows:

- mai ntenance of a denocratic structure which ensures responsive-

ness to nenber needs;

- technical services, such as education, training, planning and

peri odi ¢ inspection;

- communi cations and publications, through such neans as newsl et -

ters, publicity materials and operating nanual s;

- pronotion of the credit union novenent within the given area of

operati on.

In a lecture-cuirrdi scussion, present the credit union network in
your country. Ascertain that all trainees learn the structure and
the nanes of the organi sations on chapter and federation |evels.
Explain their roles and how they are financed, giving exanples of

their activities and the services they offer to credit unions.

Sunmari se by explaining that just as the responsi ble nmenber is the
key to a properly functioning credit union, so each link in the

chain of the credit union network nmust be responsible to the whole.
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Ihree Credit Unions

i .

Its common bond is the rural community of its nenbers. Menber
savi ngs anount to $5,000 and | oans outstanding total $3,500.

Thi s union has no enpl oyees. None of its elected officials has

any experience keeping records.

Y edi .

- Its common bond is the urban community of its people. Menber
savings here are $15,000 and | oans outstanding are $14,000. The

credit union has no Enpl oyees (though it plans to hire a part
ti me bookkeeper soon). A sound menbershi p education programe

has been i nplenented and, as a result, nenbers not only partici-
pate regularly in general neetings, but also save regularly,
borrow wi sely and repay pronptly. The credit comittee has just

revi ewed requests for loans totalling $3, 000, of which $2, 500

can be categorised as "approvabl e".

. .

Its common bond is the organisation that enploys its nenbers.
Menber savings total $20,000 and | oans outstanding are $15, 000.
This union enploys a full-tinme bookkeeper. Last year's surplus
allows for a dividend to be paid to menbers. Menbership has
grown no nore than 2% annually in each of the past three years.

| btal nmenbership is only 20% of potential nenbership.
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L CHAPTERS

Most credit union devel opnent includes the organi sation of cnapters or
regi onal groups of savings and credit co-operatives to provide for pro-
nmoti onal and educational activity in a specific linmted geopraphica
area. The credit union |league itself may organi se chapters, giving

t hem varyi ng degrees of status and power.

Chapter neetings are governed by representatives from constituent
credit unions, usually two from each. The chapter may appoint an
executive conmittee and any sub-committees necessary to carry out pro-
jects of the chapter. In some chapters neetings are rotated anong the
menber unions to permit attendance by menbers of the host society, with
del egates fromthe other unions present. This tends to develop a sense

of solidarity among the credit union nenbers in a region.

The main purpose of the chapter is to pronote and protect credit unions
and the credit union novenent and to aid in the achi evenent of | eague
pur poses. This requires that the chapter neeti ngs enphasi se edu-

cational and pronotional activity.

L | FAGQUFS*

The incorporation of a |league follows the creation of individual credit
uni ons by the pioneer developers in the area. It nay al so be preceded
by the creation of a national or regional pronotion conmttee, es-
pecially if a national or regional body is needed but credit union de-
vel opnent in the area does not yet justify formation of a | eague. The
work of a league is greatly hel ped by formal incorporation or regis-
tration. In some areas this can be done under existing co-operative
| egislation, while in others special legislation is required. Leagues
are governed by articles of incorporation, by-laws, and policy de-

ci sions reached by menber del egates at the annual general meeting.

Normal | y each credit union is entitled to a m ni mum nunber of voting

del egates. Some | eagues follow a "one-nenber, one-vote" principle.

* The term"league" is used throughout this section to denote |eague
or federation
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Del egates el ect a board of directors and conmittees responsible for the
operation of the | eague between annual neeti ngs. Seats on the board
are frequently allocated according to geographic representation. In

sone | eagues, the directors are elected at chapter neetings.

Since nost | eagues are nenbers of associations or directly affiliated
with the World Council of Credit Unions, the annual neeting del egates
al so el ect representatives to association neetings according to the re-

[ evant by-1 aws.

The directors are responsible for the hiring of a manager, who in turn
hi res and supervises staff. The manager is usually an ex-officio mem

ber of the board of directors, w thout a vote.

The operation of a | eague obviously requires adequate financing. In
many devel opi ng areas, assistance is initially received from abroad,

but each | eague should recogni se the need to becone self-sufficient as
soon as possible. The usual sources of income for a | eague are dis-

cussed bel ow.

- Dues: Leagues use many net hods of assessing affiliated credit
unions for dues. Sonme adopt a per capita fee system although this
does not allow for financial growth. ot hers base assessnent on a
percent age of deposits by menbers at the credit union. The rati on-
ale for this is that such deposits formthe basis for a society's
econormi c growt h. (Dues are normally used to support a |eap ue's
denocrati c deci sion-naking process and its educational and pro-

notional work.)

- Interest: The operation of a central finance service (a |lending fa-
cility for affiliated credit unions) brings in interest on | oans
made by the league. This interest provides a return on deposits by
affiliates and covers the costs of the services provided. Sone
| eagues have actually found this financing service to be their nmajor

source of incone.

- Fees for service: Leagues generally charge fees calculated to cover
the costs of providing auxiliary services. For exanple, the sale of
printed fornms includes their cost and handling expenses. In so far

as possible, each service should pay for itself once the initial

costs have been absor bed
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The expenses of a |eague generally fall into the follow ng categories:

- costs for managenent, office space, field work, secretarial and of -

fice staff;

- costs for education and training progranmres, neetings and comuni -

cations;

- fees for affiliations with associ ations.

LIt ASSOC ATI ONS

I n nost areas associations (or confederations) of | eagues have been
formed to provide both services which mght otherwi se be too costly and
opportunities for mutual representation on a |arge geographical scale.
Such associ ations are generally fornmed at the continental |evel,
al t hough where the credit union novenent has been particul arly success-
ful (as in Australia, Canada and the United States) they exist on a

national | evel

Associ ati on nenbers neet annually or biennially to establish policies,
to elect a board of directors, to receive reports and to approve
budgets. The nunber of voting del egates varies fromassociation to as-
soci ati on. Each nenber | eague has at | east one del egate and soneti nes
nore when the size of nmenbership nerits it. The services provided by

associ ati ons necessarily vary according to the needs of a given region.

TAben associ ations are at a national level, the legislative assistance
they offer is crucial, since it could not be adequately carried out by
affiliates. Training is another typical service provided by nationa
associ ations especially where appropriate material is standardi sed

and/ or techni ques can be readily passed on to affiliates.

'Kben associations are regional, as in the devel oping areas of hirica,
Asia, the Caribbean and Latin America, they serve as focal points for
regi onal resource nobilization. Devel opnment partners and financi ng
agenci es have found in recent years that it is nost efficient to dea
with such areas through their associati on headquarters. The associ -
ations also provide a nmeans to dissenm nate information on rel evant

topi cs through publications and conferences.

Finally, through their own affiliation with the world Council of Credit
Uni ons, associations provide the last link in the the worl dw de network

between credit union nmenbers in nearly 80 countries around the gl obe
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Li ke the | eagues, the associations require financing. Their usual
sources of income are dues and fees for services. Whi | e national as-
soci ations may be able to effectively operate central finance services,
earning interest fromsuch activities, currency restrictions have thus
far handi capped this devel opment in those continents which, ironically,

most need such services. Associations in the devel oping world do sone-

times receive external assistance, mainly through the Wrld Council

Lv. WORID COUNCIL OF CREDIT UNIONS (WOCCL)

As the international organisation of credit unions and sinilar
financial institutions, the WOCCU s ni ssion (discussed in an earlier
handout) is to assist nenbers to organi se, expand, inprove and inte-
grate credit unions and related institutions as effective instrunents

for econonic and social devel oprent.

At present, nenbership in the Wrld Council is nmade up of associations
representing Asia, Africa, Canada, the Caribbean, Australia, Latin

America and the United States, as well as free-standing | eagues from
Geat Britain*, Fiji*, Ireland, and New Zeal and. There are al so such
associ ate nenbers of the Wrld Council, such as the Desjardins Confed-

eration of Quebec, Canada, and the Raiffeisen Bank of Austria.

Vot i ng nenbers (at | east 500,000 affiliated credit union nmenbers) are

entitled to representation on the Menbership Council. Thi s neets once
a year to carry out the business and affairs of the Wrld Council and
to elect officers who constitute the Administrative Committee. The Ad-
mnistrative Conmittee usually neets two tines per year to carry out

the busi ness of the Menbership Council, except that it may not: el ect
officers, determ ne dues, fill representative vacancies, anend by-I|aws,

expel nenbers or dissolve the Wrld Council

The services which WOCCU provides to its nenbers and, when appropri ate,
to their affiliates are in the follow ng functional areas: corporate
pl anni ng and devel opnent, technical and devel opnental services, re-
source nobilisation, comrunications, and representation vis-a-vis in-
ternati onal bodi es. The Worl d Council's sources of incone are dues,

grants, and fees for services.

¥ non-voting menbers
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SESSION 3.1

ASSESSI NG MEMBERSHI P, SAVI NGS, AND LOAN POTENTI Al

(hiective: To enable trainees to determne the potential for mem

bershi p, savings and loans in an area targeted for the

devel opment of a credit union.

Iine: 1 1/2 hours.

Material : Case- st udy "Poocon"

For m "Menbership Profile".

Sessi i de

1)

Tell the trainees that since they now understand the basic el -

enents of a credit union and its structure, they will be introduced
to how a credit union is initially organised. Since credit unions
are typically urban, rural, or enployee-based, the exanple used

here shoul d be considered as only one of many possi bl e.

Present the case-study to the trainees; it my be read to them or

gi ven as a handout .

Di scuss the first question - why an assessnent is necessary. First
ask the trainees why a new credit union in Poocon nmight fail. Try

to get suggestions |ike these.

- There may not be real potential for a viable credit union in the

area, i.e. too few incone earners, too | ow incone |evels, etc.

- O primary inportance is the fact that a credit union is a co-
operative and, as such, should only be forned according to the
wi shes of the potential nenmbership. If a credit union is other-

W se created or "inmposed", it will not be self-sustaining.

- Apparently, those who are interested in co-operation have

already started a savings cl ub. They may want to continue it.

Ask the trainees for exanples they thensel ves may have seen of

credit unions or other co-operatives which turned out to be inap-

propriate to their areas.
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Rem nd the participants of their responsibilities in this connec-
tion; pronoting a co-operative group that is likely to fail wll
harm not only the co-operative idea, but also the people invol ved.
It is essential to assess whether or not a credit union can help

t he people and whether or not it is viable.

Di scuss the second question - how the assessnment shoul d be under-
t aken. Begi n by aski ng who woul d be accepted as nenbers of the

credit union in Poocon.

- In the case given, nmenbership would be conprised of persons liv-
ing in the conmunity. Co- operative or credit union | aws and
regulations in the country nay state that a person nust be of a
m ni rum age to be a nenber. Wth this in mnd, identify the

"target popul ation".

Ask the trai nees what el se should be known about the target popu-
[ ation. List their answers on the chal kboar d. Be sure that the

poi nts bel ow are incl uded.

- Since a nenber nust save, potential nenbers nust have sonething
to save. It is not reasonable to assune that the entire target
popul ati on can be consi dered potential menbers. obviously, it
is necessary to deternine how many people there are within the
target popul ati on who have di sposabl e i nconme at sonme time during

the year.

- A good indicator of potential nenbership is those persons nost
in need of savings and credit services. In the Poocon exanple
these nmay be the cash crop producers perennially in need of
| oans, and sone of the savings club menbers (others w |l probab-
ly choose to renain with the club until the credit union

"proves" itself).

Explain that the above two points will give sonme indication of the
need for and the feasibility of a new credit union. Enphasise that
the nmore is known about the potential menbers and their needs, the
easier will it be for the credit union to reach themw th pro-
notional strategies and, ultimately, to serve them A credit union

shoul d devel op a "nenbership profile", i.e. a general description

of its menbers: age, sex, occupation, incone, etc. Even est ab-
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lished credit unions need to keep such profiles, always up-dated,

to devel op their services.

Hand out the form "Menbership Profile". Expl ain that the infor-
mati on needed for such a profile can be summarised in this way, and
that you will fill it out together, for training purposes. As a
basis for the profile, choose an area known to all the trainees.

If this is not possible, ask themto use their inaginations and

create a profile for Poocon.

Go through each itemon the formand ask the trainees to suggest
what to fill in. For each item discuss the useful ness of the in-
formati on, how exact that information nust be, and what sources to

use to obtain it

Point out that it should be relatively easy to assess potenti al
savings and | oans after establishing the potential nenbership base
and profile. It would be ideal to conduct a survey of incone
| evel s (anonynously). The summary sheet of such a survey m ght

|l ook like this (the first two colums).

Potential
Annpal Number of Approxim.  savings Potential
income potential total in % of annual
level members income income savings
over $10,000 0 0 0
$7,501 - $10,000 10 87,500 20% 17,500
$5,001 - $ 7,500 20 125,000 15% 18,750
$2,501 - $ 5,000 100 375,000 10% 37,500
$1,501 - s 2,500 220 440,000 8% 35,200
$1,001 - $ 1,500 180 225,000 8% 18,000
$ 501 -$ 1,000 60 45,000 5% 2,250
under $500 50 20,000 5% 1,000
Total 640 1,317,500 130,200

In the Poocon exanpl e there was al ready sone savi ngs experience
in the community. It would be useful to find out what percent-
age of their inconme the savings club nenbers were able to de

posit each nonth. Thi s percentage could then be applied to the

i ncome on each line in the sunmmary sheet to estinmate a potenti al

range of savings. This has been done in colums 3 - 5 above.
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It rmust then be assessed how nmuch of that potential could be no-

bilised by the credit union during the first year of operation.

Loans will not be at the level of savings, based on the experi-

ence of other credit unions and assum ng a responsible credit
conmi ttee. Loan demand potential could probably be judged in-
itially frommaking inquiries as to seasonal househol d cash flow
needs and determ ning the amounts of typical |oans borrowed from

| ocal noneyl enders and the savings club nmenbers.
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Poocan

The village of Poocon has |long suffered froma very seasonal econony.
The nmain cash crop is only marketed for five nonths of the year. Dur-
ing the other nonths, what trade does take place is generally not

enough to earn a living for nost of the population

When noney is needed for school fees or when energenci es have arisen
out si de the cash crop season, nobst people nust borrow froma | oca
noneyl ender . Such | oans nust be paid back with interest rates of at

| east ten percent per nmonth (or 120% per year).

Anmong t hose who trade, sone belong to a savings club. Each nmenber of
this club "deposits" equal anbunts each nonth. At the end of each
nonth, on a rotating basis, a different nenber of the club is given al

of the deposits. Menbers of the club who have a financial energency
can "trade" their nonth with another menber, but it is understood that
such a trade involves a "gift" (paynent) to the other nenber which can

equal 25% of total deposits (trade) received

John Able lived in a neighbouring country for the past three years.
VWil e there, he becane a nenber of a credit uni on where he could save
money regularly and borrow up to three times his savings (with a co-
signer) at an interest rate of only 18% per year (or 1 1/2% per
nonth). He has now returned home and, being aware that there is a sav-
ings and loan alternative, would like to interest his famly, friends
and nei ghbours in starting a credit union. He therefore wites an old
friend fromthe credit union to which he bel onged and asks for sone
hel p. His friend soon answers that before John begins, he should as-
sess the nenbership and the savings and | oan potential of this pro-
jected credit union. He knows there have been cases in the past where
such an assessnent was not undertaken and because of unforeseen | ow po-

tential, these societies never becane viable.

Assi gnnent
a) Explain why an assessnent is necessary?

b) Exactly what information do you want to obtain and haw can you ob-

tain it? (Do not suggest generally "to nake a survey" or sinilar,

but describe what nmethod of survey you will use.)
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Membership Profile

Credit union:

Number of members: Male Female

Common bond:

Description of a "typical"/average member (marital/family status, where

living, occupation, income, etc.):

What types of major purchases do the members make?

How fregquently?

What might the members need loans for?

What benefits could/do they receive from credit union membership?

Other additional information:
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SESSION 3.2

IHE ROF OF THE PROVOTI ON COVM TTEE
hjective: To enable trainees to establish a credit union pro-

notion conmrittee and to organise its work.

Tine: 1 1/2 hours.
Material : Case-study "Pocoon Pronption Conmittee"
Session Qiide:
1) Explain to the group that a necessary step prior to the establish-

ment of a credit union is the formation of a pronotion commttee.
This i nproves the changes for both adequate planning and the reso

ution of foreseeable problens. The situation presented in the
case-study is fairly typical and quite inportant. Distribute the
handout and ask the trainees to reviewit. Divide theminto clus-
ters of five to six and ask themto discuss the questions at the

end, allowing up to 45 mnutes for discussion.

VWhen the full group reconvenes, raise each question and ask for re-

sponses.

a) What itenms of critical inportance should John include on the

agenda and why are these inportant?

This first nmeeting should have as little fornmality as possible,
in order to best stimulate discussion. However, it should con-

sider these itens.

i) Deternination of the common bond. - The group shoul d de-
cide right away the basis for nenbership, whether resi-

dence, occupation, or association

ii) Review of the purposes and principles of the credit
union (as noted in Sessions 1.4 and 2.1). - This is
necessary to renmind all present and prevent possible ms-

under standing | ater.



iii) Review of government regul ations and proposed by-Iaws. -
The future credit union nust have | egal status and be in

conpliance with pertinent laws in the country.

iv) Election of a nomnating conmttee. - This conmittee
shoul d encourage people to stand for elected office. In
so doing, it will generate nore interest in the proposed
credit union. It is inmportant to note that Session 3.3

will treat the role of vol unteers.

v) Deternination of menbership registration fee. - Paynent
of such a fee is a key indicator of the interest of fu-

ture nenbers of the credit union.

vi) Election of a trustee or key person to accept paynment
from prospective nenbers. - only one person should be
hel d accountable at this tinme for funds paid (regis-

tration fees received) at this tine.

VWhat materials should be prepared for the neeting?

I f possible, brochures defining a credit union and expl ai ni ng
the credit union operating principles and a typical credit
uni on structure should be reproduced and distributed to all in
at t endance. In addition, if available, nodel by-laws (articles
of incorporation) and pertinent governnent regul ations (and/or
| egi sl ati on) should be reproduced and distributed. Finally, if
any other pronotional material (for exanple, a filmor slide
series explaining credit unions) can be borrowed for the neet-
ing, it would be hel pful. Such material may be avail able from

an existing | eague or confederation.

Who should be invited to attend the neeting?

Besi des the foundi ng nenbers, any other interested parties
within the projected common bond should be invited. It woul d
al so be useful to invite a person with credit union (or, in
lieu of such, co-operative) experience. Such a person could be
froman existing credit union, a | eague, a confederation, or

t he rel evant governnent supervisory service. It should be
noted that where a league is already in existence, its experi-

ence woul d be very hel pful at this point. Dependi ng on the
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| evel of governnent involvenent in co-operatives in a given
country, an invitation to a government representative may or

may not be crucial.

d What followup activities should be decided by the end of the

neet i ng?

i) The mpbst inportant consideration will be how to keep
interest in the credit union alive. This can be done ef-
fectively by holding many neetings with small groups of
possi bl e nenbers, explaining credit union rules, organis-

ation and such.

ii) Al matters pertaining to registration fees should be de-
term ned. Dat es and hours for paynent should be nade
nost convenient for the potential nenbers. Fees shoul d
be readily accepted and good records kept of who has
paid, since this is the first test of the union's credi-
bility.

iii) Arrangenents for the first general meeting should be made
by the noninating committee. These shoul d include: pr o-
cedures for handling noney, for procuring bookkeeping
supplies, for issuing invitations and for draw ng up the

agenda.

Expl ain that the pronotion conmmittee should be perceived as a
short-lived body. Since its purpose is to generate interest in and
establish the credit union, the sooner it acconplishes this and

thus puts itself out of existence, the nore successful it has been
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John Able has now interested a group of eight people in the benefits
which a credit union could bring to Poocon. One of them suggests that
a |l ogical next step should be a neeting to discuss and plan a strat-

egy. In the interim John's friend fromthe credit union to which he
bel onged sends sonme brochures that define a credit union, explain how

it is structured, and what its operating principles are.

The purpose of the neeting, as informally agreed upon by the group,

will be to decide how best to determne the interest the comunity has
in formng a credit union and, if sufficient interest exists, the steps
to be taken prior to its formation. John is asked to draw up an agenda

for the first nmeeting of this "pronmotion conmmittee".

Assi gnnent
Di scuss the foll ow ng:

a) What itenms of critical inportance should John include on the

agenda? Wy are these inportant?
b) What materials should be prepared for the neeting?
c) Wo should be invited to attend the neeting?

d  what followup activities should be decided by the end of the neet-

i ng?
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SESSION 3.3
IHE RAOF OF VA UNTFFRS
hjective: To enable trainees to describe the role of volunteers
in credit union devel opnent and nanagenent, and the
i deal qualities of volunteers.
Tine: L hour.
Session Qiide:
1) Explain to the trainees that a key elenent in the devel opnent of

credit unions is volunteerism A volunteer is soneone willing to
devote his or her tine to the effective running of the credit
union, mainly by serving as an el ected official. Di scuss the im

portance of volunteers with the group

- Especially in the formative stages of a credit union's devel op-
ment, the managenent of the society is conpletely in the hands
of unpai d vol unt eers. Their dedication and conpetence is cru
cial to the credit union's grow h. Therefore, when a credit
union is being organised it is essential that such volunteers

are evident anmong potential nenbers.

- Al of the committee officers are considered volunteers, as well
as, of course, the nmenbers of the board of directors. The nLurr
ber of such officials varies fromcountry to country, but at the
credit union level it is recommended that a board have at | east
seven directors and each comittee at |east three nenmbers.

Refer to the credit union organisational chart from Session 2.1 and
the very brief definition of the duties of the board of directors,

nmade in that session: ..."to set the policies and govern the ac

tivities". Explain that we need to know nore about their duties to
enabl e us to select the right people for these tasks; the above
statenent is too short and general. Ask the trainees to "break
down" the given definition into eight to ten specific tasks. Do
not ask for details, but elicit (up to ten) key elenents |like those

bel ow and wite themon the chal kboar d.



The board of directors is to -
- define the purpose and objectives of the credit union;

- draft by-laws, to reconsider their adequacy and to suggest to

t he menbership appropriate and effective revisions;
- wite policy;

- plan for the institution's growth in both the |ong- and the
short-term

- provi de adequate nanagenent, either as a body or through paid

staff;
- train new board nenbers to insure the perpetuation of the board;

- nmaintain records adequate to the needs of nenbers and future

boar ds;
- keep the nenbers informed about results of the operations;

- appraise the performance of the credit union

After the points suggested have been listed and di scussed, enpha-
size the responsibilities of the board with regard to devel opnent
and managenent. Ask how t he deci sions of the board are related to
the goal s of any hired managemnent. Not e t hat hired nmanagenent
tends to have greater expertise than board menbers in both finance
and managenent . Di scuss why it is inportant to the health of the
institution that the decisions of goals and policy are finally nade

by the board.

Point out that to ascertain that the right people are elected for
the various conmittees, it is necessary that the volunteers them
selves, as well as the nenbers electing then, are well inforned
about the credit union operating principles in general, and about

the specific responsibilities of the comittee nenbers

Referring to the list of duties above, ask the trainees what idea
gualities they would | ook for when electing a board of directors.
Ask each trainee in turn to nmention an itemuntil the nost inport-
ant qualities, as suggested bel ow, have been cited on the chal k-

board
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The ideal vol unteer -

- has a genuine interest in and enthusiasmfor the goals of the

credit union;
- has a good grasp of the affairs of the credit union;
- is responsive to nenbership interests;
- is wlling and able to assune responsibility;
- is able to select, control, guide and notivate managenent;
- is able to act as deci si on-naker;
- has a good grasp of neeting procedure;
- is a good comuni cat or;
- has the ability to subordinate his own special interests;

- 1is able to devote the necessary tinme and energy to the credit

union, i.e. to be away fromhis profession and fanily
- has esteemw thin the credit union's conmon bond;
- takes on assignnments readily and foll ows then through

- has no apparent problens resulting from personal conduct which
may affect his performance and/or refl ect negatively on the

credit union.

Sum up by presenting this concentrated characteristic: The idea
vol unt eer has -

- tine

- wllingness and

- capacity

to serve on a committee of the credit union

Ask each of the trainees to take a few mnutes to |ist why he or
she woul d or would not make a good board nenber. Then take nomi -
nations fromthe floor for five board nenbers to a hypotheti cal
board. After the "board" has been el ected, have the five directors
gi ve short speeches, explaining what they will try to achieve as

board nenbers



6)

Bring to the attention of the trainees (drawing on the argunents
just presented) that board nenbers can be of two types, one nore
dedi cated to nmenber interest, the other nore dedicated to the
financial well-being of the credit union. Invite the trainees to
explain why the extrene of either category can be dangerous to the

functioning of a credit union.
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SESSION 3. 4
PRECONDI TI ONS FOR REG STRATI ON
Chiective: To enable trainees to prepare appropriate docunentation
to apply for the legal registration of a credit union.
Tine: I hour.
Session Quide:
1) Ask the trainees why a credit union, as an institutional body, nust

have sone type of |egal character before it starts to function

why it therefore should be registered (or chartered).

There are a variety of reasons for this requirenent. Ensure that
the nost practical one is nentioned - that if |oans are ever delin-

quent, recovery is facilitated (especially in a court of law) if
the credit union is legally recogni sed as a savings and | oan insti-

tution.

(If the trainees cone fromdifferent countries, this session could
prove a useful exchange of information on necessary preconditions
for registration. Explain that this Session and Session 3.5 nay
not exactly reflect the necessary conditions in a given country and

specifics should be adapted to | ocal procedures.)

In discussion with the trainees, elicit answers to the questions
bel ow concerning the supervisory | aws, decrees, and procedures for

registration applicable to their areas.

a) Wat is the supervisory mnistry or agency for credit unions

and/ or co-operatives?

b) What is the mini num nunmber of nenbers a credit union rmust have

to apply for registration?

c) Is there a "pre-co--operative" or probationary period which the

credit union nust go through before applying for full regis-

tration?



d Are nodel by-laws available? If so, are they adaptable to an

average credit union's need?

e) Do credit unions have their own legislation? If not, do they

foll ow the co-operative | aw? Any other |aws?

Expl ain that these are the main topics which a pronption conmittee
shoul d bear in mnd and discuss with the government official(s) re-

sponsi bl e for the supervision of credit unions.

Rem nd the group that establishnent of the | egal character of a
credit union is always easier in the pronotional stages. They
shoul d therefore be aware of local registration (or chartering) re-

qui rements and ensure that these are applied.
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SESSION 3.5
THE FI RST GENFRAI NMFETI NG
hjective: To enable trainees to conduct the first general nmeeting
of a credit union.
Tine: ! hour.
Session Quide:
1) Explain that once interest has been generated and the groundwork

laid by the pronotion committee, it istine to call the first gen-

eral neeting.

Have the trainees work in beehives (groups of three or four) dis-
cussi ng what shoul d be done prior to the neeting. Follow ng this,
ask for suggestions and list themon the chal kboar d. Bef ore the

neeting
- adate and tine for it should be set;

- a nmeeting place (large enough for the anticipated group) should

be arranged;
- registration fees should be paid to the group's trustee;
- by-laws should be drafted;
- a procedure for handling funds shoul d be determ ned;
- bookkeepi ng supplies should be purchased;
- candidates for offices should be announced;
a neeting agenda shoul d be drawn up

invitations should be sent out.

The group may have sone ot her wort hwhil e i deas which shoul d, of

course, be encouraged.

Stress that of the points nentioned above, it is nbst inportant to
determ ne a procedure for handling funds. Havi ng t he bookkeepi ng

supplies on hand for this may present a problemin sonme areas. In

such a case, the conmittee will have to nmake up its own set of



bookkeeping forns to record paynents received. O dinary slips of
paper with carbon copies can serve this need, as long as they are
signed by the elected trustee (until such tinme as the treasurer of
the board of directors is elected). A neatly kept pad of paper can
be used as a cash book for cross-reference with the receipts. It

is best to authorise only one person to accept paynents and issue
receipts. He or she must be sure to find a safe place to keep
funds. Until a bank account is open, perhaps a reliable safe can
be used for a short period of tine. If a local bank is not avail-
able, the conmittee may want to open an account in a nearby town.

If so, it should send a representative to the bank to discuss the

account before the first general neeting is held.

Before the neeting begins, at least two final items should be dealt
with. A person should be selected to keep the minutes of the neet-
ing (at least until a secretary is elected); and a person to noni

tor the elections should be decided on. (I'n some areas, this is
the responsibility of the nominating committee, while in others it

may be a duty of the governnent official present.)

Ask the trainees to divide into the previous discussion groups to
di scuss what busi ness should be on the agenda of this first neet-

ing. Then list their responses as before. Be sure that these in-
clude the follow ng:

- an openi ng/ wel cone address by the president of the pronotion

conmi ttee;
- an address by an offici al
- the election of officers;

- an address by the newly el ected president of the credit union,
during which he/she should nention when and where it will oper-

ate;

- the official enrolnment of menbers. (Cards and any other forms
for those provisionally enrolled can be nade ready before the

neeting.)

By the time the nmeeting is over the credit union should be firmy
establ i shed as a working society. It should have its own el ected
officials and ideally enough capital to nmake a good start. I't

should be fully prepared to becone a legally constituted body, wth
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certain rights and linmtations under the |aw. It cannot be dis-
sol ved except through formal |egal procedure. If a | eague or

nati onal association of credit unions exists, this society may now

apply for menbership.
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SESSION 4.1
SAVI NGS

(hjective: To enable trainees to identify the role of savings in a

credit union and to explain the responsibilities of

managenent with regard to nmenbers' savings accounts.
Tige: 2 hours.
Material . M ni cases "Etangats, Ucon and Etar"
Session Giide:
1) Enphasi se that savings are the cornerstone of a credit union; com

mtment to the co-operative can be neasured by nenber savings, as
can financial strength and stability. Explain that the three cases
which will be presented in this session should provide a background

for discussion on the inmportance of savings.

Revi ew t he case of Etangats with the trainees. Solicit answers to

t he assi gnment questions.

- The nobst obvious answer to the first question is that his
savi ngs coul d be destroyed by danpness or insects, or be
st ol en. The group may suggest other answers as well, such as

his not being able to invest his funds and earn interest.

- The growh of any conmunity depends on investnent. Juan's
savi ngs are not of use to anyone as long as they remain buried

in the ground.

Ask the trainees what other ways of savings might there be that are
simlar to the one Juan chose. Li st these on the chal kboard. En-
courage the group to al so consider non-financial savings. The

answers shoul d incl ude:
- the purchase of building materials;
- the purchase of chattle;

- menbership in informal savings societies.



Revi ew t he case of the Ucon Society. Di scuss the opinions of the
president and the fiel dworker. Not e during the discussion that a
credit union is not stable if half of its savings belong to just

one menber. Even if its by-laws require that a menber give 30 (or

even 90) days advance notice prior to withdrawing conpletely from
the society, menber confidence in the credit union will suffer if
| oans are recalled earlier than they are due. (This would probably

be the case were the nenber with the | arge savings account to sud-

denly withdraw it all.)

Di scuss the Etar Workers Society case. Ask the trainees to explain
why the new candi date won the el ection. Note in your discussion
that the former president nentioned that each nenber had exactly
the anmpbunt of savings in the society which he or she had deposited
- obviously no interest is paid. Yet sufficient incone was earned
by the society to hire a bookkeeper, rent an office and set aside
reserves. It is difficult to assunme that the workers experienced
no inflation during the year. Hence their savings actually | ost

val ue since they earned no conpensatory interest.

Expl ain that all |oans come from savings and that all credit union
nenbers shoul d save regul arly. Ask the trainees what el ements of
policy make a credit union a good place to save. Note these on the

chal kboar d. I ncl ude -

a) Locating the credit union in an accessible area. Menmbers are
more likely to put their funds in a credit union that is close

to hone. A branch office can be considered.
b) Convenient and efficient deposit and/or collection services.

c) Wrking with and respecting traditional nethods of saving

(usually informal "clubs").

d) Allow ng nmenbers to withdraw and deposit funds when they w sh.
Rul es that require nonthly deposits or limt withdrawals often

limt savings.

e) Insuring nmenbers' deposits against theft, fire, and disaster.

Loan protection and |ife savings insurance are hel pful.

f) Educating nenbers and staff about the benefits of savings.

g) Paying a fair rate of return on nenbers' savings. I f dividends

or interest rates are not greater than inflation, nenbers will
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receive a negative rate of interest and will actually | ose
noney. In such a case they may very well | ook el sewhere for a
pl ace to save. Interest paid on savings nmust be conpetitive
with that of other financial institutions. Loyalty to the

credit union is not always enough to attract deposits.

6) Divide the trainees into groups of five to seven. G ve the groups

this assignment.

- You are the board of directors of a new credit union, which has
started a savings programe. You expect your funds to grow at a
steady rate in the near future. You are responsible for the

managenent of these funds and menbers' savings accounts.

Di scuss what you nust do. Prepare a |list of your nobst inportant

managenent tasks with regard to nmenbers' savings.

Allow up to 30 minutes for group discussion, then reconvene the
class and ask a group to present its list of tasks. Wite it on
the chal kboard. Ask the other groups to report their answers. Add
any new proposals to the list on the board. Then go through, dis-
cuss and comment on the conplete list. It should include these

poi nt s.

a) Oganise and maintain an efficient systemto enable nmenbers to

deposit savings regularly.

b) Decide on an investnent policy that assures that all surplus or
liquid reserves are safely invested in the credit union system
(or other financial institutions) at favorable terns. These
terms should allow for sufficient liquidity to pay out future
wi t hdrawal s whil e earning an adequate nargin to cover operating
and interest/dividend costs. An investnent strategy should be
devel oped, perhaps over a three- or five-year period. Care
shoul d be taken that plans are within the capabilities of the

volunteers and/or staff avail abl e.

c) Match assets to liabilities to ensure adequate liquidity (that
is, the ability to neet |oan demands or savings w thdrawal s).
Mat ch ternmns; for exanple, short-termassets should be matched

to short-termliabilities.

d) Reserve deposits according to national and |ocal reserve ratios

required by | aw.



Tel |

Moni t or account si ze. Large accounts nmay be wi thdrawn for a

better rate or other reasons. Revi ew al | accounts regul arly.

Forecast both incomi ng and out goi ng funds, nmintaining a cash
flow anal ysis to assure adequate funds. Track cash fl ows over

periods of time and use this as a basis for forecasting.

Assure a "safety net" lender (of last resort) who will neet un-

expected liquidity needs. This could be, for instance, a
guaranteed line of credit froma |league's central liquidity fa-

cility.

Train staff about new savings programes, so that they are able

to both inplement themand answer nenbers' questions.

Pronmot e regul ar savi ngs, keeping nmenbers infornmed about savings

facilities in their credit union.

the trai nees that these aspects of financial managenent will

be brought up again in this course (under Topic 5), as will the

questions of savings pronotion activities and nember education
(Topic 7).
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Etangats

The village of Etangats is |located 30 kiloneters fromthe nearest
bank. \Wen cash crops are sold, nost farners use the noney earned to
repay | oans fromlocal noneyl enders. A young farner, Juan, decides to
avoi d the endl ess debt cycle of his fathers; he will save as much of
hi s earnings as possible, put the noney in a wooden box and bury it be-
hind his house. He reasons that this way, if he ever needs cash for an

emergency, it will be readily avail able.

Assi gnnment
- What risks does Juan run by treating his savings as he does?

- Wy is this type of hoarding also detrimental to the growh of the

comunity as a whol e?

Ucon

The Ucon Society was forned as a credit union three years ago. Charter
menmbers totalled 15, today menbership is 150. Initial savings after
one nonth were $300; they now total $15, 000. The patronage of bor-
rowers is high, since 100 of the 150 nenbers have | oans out st andi ng
val ued at $12, 000

The national credit union | eague recently sent a fieldwrker to exam ne
the society's operations. In the course of his discussions with Ucon's
president, the president noted that the society was fortunate to have a
singl e menber who was able to deposit $7,500 and had not borrowed any
nmoney, since this offered the possibility of loans to 100 of his nmem

bers. The fiel dworker disagreed.

Assi gnnent

- Do you agree with the president or the fieldwarker? Wy?



Etar

The Etar Wirkers Savings and Credit Co-operative Society collects de-
posits by means of payroll deduction. Payday comes at the end of each
nont h and each enpl oyee who is a nenber of the society may deposit up
to one-third of his or her net pay into the credit union. In |arge

part due to this programre, annual |oan delinquency rates are very | ow

At this year's annual neeting, the president, in his presentation of
the board's report, notes the good the society is doing by providing
menbers with a safe place to save. As exanple, he cites the fact that
if a menber deposited $20 per nmonth in his or her account |ast year,
there woul d now be $240 in that account. He points out that this
savings can be used to secure | oans of greater anpbunts and that before
the society existed it was difficult to find a worker saving even one-

tenth of what he or she does in a year.

Finally, the president notes that because | oan demand has been hi gh and
repaynment pronpt, noney earned fromthe interest paid on the loans will
allow the society to hire a bookkeeper, to rent its own office space
(space is currently loaned by the enployer), and to put aside funds in

the reserve account.

This is an election year for the society. A candidate stands for the
position of president against the incunbent. She states sinply that

menmbers have | ost noney in the society during the past year. She wins.

Assi gnnent
- VWhat did the candi date nmean when she said that nenbers had | ost
noney?

- Review the exanple concerning a nenber's savings, cited by the
former president and determ ne whether the candi date was correct or

incorrect.
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SESSION 4.2
DEPOSITS - SYTEMS AND PROCEFDURFS
hjective: To enable trainees to explain the various ways to or-
gani se deposits, and various rel evant procedures for
keepi ng records.
Tine: 1 hour.
Session Qiide:
1) Explain that, generally, credit union by-laws do not contain re-

strictions as to the amount menbers may accunul ate in shares or de-
posits. This is because one of the objectives of credit unions is

to promote thrift anong nenbers

Rem nd the trainees that, as noted in the previous session, a
credit union's longer termstability will depend on regul ar de-
posits by all nenbers, rather than just a few Ask for suggestions
as to how a credit union could encourage deposits fromall nenbers
on a systenmtic basis. Note these on the flip-chart. They shoul d

i ncl ude the follow ng:

regul ar days and hours when the credit union is open for de-
posits;

the hol ding of general neetings at |east quarterly, during which
board nenbers could ren nd nenbership of the need for saving
regul arly;

directly depositing a portion of a nenbers salary in enpl oyee-

based credit unions;

- ensuring that nmenbers have easy access to the credit union on
days when they are selling their produce, or receive their

wages.

Expl ain that even though nenbers may withdraw their savings, they
are encouraged to nmaintain their balances intact, if possible, for

the sake of the credit union's viability. Ask the trainees why a
menber shoul d mai ntain savings bal ances for his or her own sake.

Among the answers given shoul d be incl uded



- to have the opportunity of earning greater dividends at year

end;

to maintain creditworthiness and capacity to borrow.

Ask the trainees to explain the procedures which should be used for
recei ving and keeping records of deposits. Ask one or two of then
to denonstrate, on the chal kboard, how entries are nade in nenber
passbooks and credit union nenber accounts. Have two trai nees per-
forma role play, showi ng how a nenber nakes a deposit at the
credit union; one is the nmenber, the other is the bookkeeper.

After the transaction, the other trainees should critique the role

pl ay. Ensure that they conment on inportant details, such as:

how did the credit union bookkeeper generally behave, was he/she

servi ce-mnded or inpolite?

how di d t he bookkeeper work, systematically or in a disorganised
way ?

how di d he/ she handl e the noney, safely or carel essly?
were there any risks of m sunderstanding or errors being made?

what did the bookkeeper do to create confidence?

Sum up, by asking the trainees to identify the nost inportant de-

tails in the deposit procedure.

Explain that a particul ar problemwhich may sonetines arise is that
of menbers who may not be used to financial transactions. The
credit union should enploy an easy nmeans to build the trust these
menbers should have in the credit union. Ask for suggestions as to
how this may be acconpli shed. If it is not nmentioned by the
trainees, note that a system nmay be enployed in which the nenber is
given a green receipt for a deposit and a pink or red one for a

wi t hdr awnal

Explain that there may be different types of deposit accounts, the
type to which a nenber may have innediate access is called a cur-
rent account. [f, however, a nmenber is willing to agree not to
wi t hdraw his or her savings for a specific period of tine (e.g. six
nmont hs or one year) such savings nmay be placed into what is called

a time deposit account. Ask the trainees if the return (interest
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or dividends) should be different for each of these types of ac-
counts and, if so, why. If they have not mentioned it, note that a
current account usually just earns dividends, based on the credit
union's financial activities for the year. On the other hand, a
time deposit account allows the credit union to rely upon a certain
anmobunt of funds being available (for investnment in nenber | oans)
for a longer period of tine, therefore, earnings for nenbers on

these funds nmay be nore easily deternined ahead of tinme and a fixed

interest may be set.

Sum up the session by reviewing the different points covered:
encour agi ng deposits,
mai nt ai ni ng savi ngs bal ances,
recordi ng deposits,
savi ngs systens for building trust,

- types of deposit accounts.


katherine
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SESSION 4.3
ACCFSS TO CREDIT
(hjective: To enable trainees to identify the value of access to
credit offered to credit union nmenbers.
Tinme: 1 hour.
Materjal : M ni cases "Mhammed" and "Varga".
Session Quide:
1) Explain that an essential service which credit unions offer their

menbers is access to credit - which cones from nmenber savings.

Revi ew t he case of Mbhammed with the group.

- It is likely that Mhanmmed will, at best, only maintain the same
standard of living if he continues just to cultivate five hec-
tares of the same crop each year. Gven the fact that he has
anot her 20 hectares of fertile soil at his disposal and that he
is within easy wal king di stance of the main road, it is likely
that he could generate nore incone if he could find the cash to
i nvest in other crops and perhaps sone fow . He therefore needs
credit. The case does not say whether potential exists for a
credit union where Mohanmmed |ives, but if one could be started
he would certainly be a |ikely menber.

Revi ew t he case of Varga with the group

Sone trainees nay agree at first with Varga and think that the
interest on the credit union loan is three tines what he nust pay
his co-worker, while it is actually only a quarter of what his

friend would charge him

Ask a trainee to show on the chal kboard which was actually the

lower rate of interest offered.

- Co-worker's rate of interest = 6% x 12 nonths per year = 72% per

year on princi pal



- Credit union interest = 18% per year.

Ascertain that all trainees understand this distinction and know
how to cal cul ate and conpare interests, using rates which are ap-

plicable to the sane periods of tine.

Ask the trai nees what we can learn fromthe case, eliciting the
conclusion that in addition to access to credit, credit unions al so

of fer nmenbers | oans at reasonable interest rates.

Ask the trai nees how they | ook upon the two services of a credit
uni on, savings and credit; which is the nost inportant and how are

they rel ated?

- \While the mobilisation of menbers' savings is a primary function
of a credit union, if these savings are not lent out to nmenbers,
a vital service is not offered and the credit union earns no in
cone. However, credit unions do typically lend to those with no
nearby financial institution or whose | oan requests are too

small to interest larger facilities.
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Mhamed

Mohanmed is a young farner. He grows one cash crop. Harvested over
three nonths, it provides his only incone for the year. It is grown
on five hectares, yet Mhamed owns 25 hectares of very fertile soil.
He would like to grow other crops and perhaps raise fow, but does not
want to overextend his earnings. He lives 40 kiloneters fromthe
nearest town with a financial institution and 100 neters fromthe main

road.

Assi gnnent
- Wth a continuation of present conditions, what does Mbhammed's fu-

ture | ook |ike?

How could it be inproved?

Var ga

Varga has been working in a government ministry in the capital city for
the past eight years. His salary is now $100 per nonth. Hi s ol dest
child is entering primary school in a few weeks and he nust find $75
for clothes, school fees and books for her. Since he just bought a
notor-cycle, his savings are nearly depleted. A fellow enpl oyee hears

of his problemand offers to | oan hi mthe noney. He says that the

ternms will be easy, since he won't have to begin to pay back the funds
for two nonths and then the interest will be only 6% per nonth on the
remai ni ng principal. Varga had earlier thought of applying for a |oan

fromthe mnistry enployees' credit union, of which he is a nenber, but
the interest on |loans there is advertised at 18% He decides to borrow

the noney from his co-worker

Assi gnnent

- Wiich was the lower rate of interest offered?
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SESSION 4.4
IHE ROFE OF THE CREDIT COVM TTEE
(hjective: To enabl e trainees to explain the role, responsi-
bilities and working procedures of a credit union's
credit comittee.
Tine: 2 1/ 2 hours.
Material: Handouts "Loan Application Fornms".
"Loan Application Procedure"
"Sanple Credit Conmittee Report".
Session Quide:
1) Remind the trainees that one of a credit union's nost basic ser-

2)

vices is that of providing loans to its nenbers, and that the
credit conmittee has responsibility for general supervision of this
function.  Ask sone trainees to outline the main duties of credit

committees in their credit unions, how they are el ected and how

they worKk.

It is the duty of the credit comrittee to review all |oan re-
quests, deternining whether or not a given | oan would benefit
the applicant and whether or not the security offered is suf-

ficient and the terns appropriate.

Menmbers of the credit conmmittee are usually elected by the
credit union menbership at the annual neeting, although in sone

countries they are appointed by the board of directors. Meet

ings of the credit committee are held as required. In |arge so-

cieties, this may be several tinmes a week, while in small so-

cieties a nonthly neeting may be sufficient.

CGenerally, there are at |east three nenbers of a credit com
mttee, with president, vice-president, and recording secretary

elected by the comittee.

Explain that the responsibility of a credit commttee is dual in

nature: to the credit union as well as to the menber applying for



t he | oan. Ask the trai nees what types of duties this night en-

tail. Be sure discussion includes these points.

Responsibility to the credit union., - The conmittee has a re-
sponsibility to see that the funds of the credit union renain
reasonably secure when granting a |loan, since the credit union
is the trustee of the nenbers' savings and cannot be careless in
| endi ng noney. However, the union should on occasion be pre-
pared to assunme some risk (within its policy) and cone to the

assi stance of borderline cases.

- Responsibility to the nenbher . - The conmittee exercises its re-

sponsibility to the nenmber by approving applications nmade by
nmenbers of character for provident and productive |oans. A |oan
shoul d not be a financial burden to the borrower; both indis-
crimnate lending and lending insufficient funds can be harm
ful. The comrittee should assist the nmenmber in managing his
financial affairs, especially when he cones to the credit union

for advice and counsel

Ask the trainees what factors they think a credit conmttee should
consider in issuing a |oan. Be sure that their suggestions in-

clude the following and list themon the chal kboard
a) the need of the applicant;

b) the character of the applicant,

c) the ability of borrower to repay;

d) the record of the nmenber in the credit union;

e) the security offered by the nenber;

fy the funds at the credit union available to handle |oans

It should be noted that the priority ranking of the differing fac-

tors depends on each individual case.

Tell the participants that the follow ng session will deal in nore
detail with the assessnment of |oan applications. W wll now con-

tinue to discuss the working procedures of a credit conmttee.

G ve a copy of a loan application formto each trainee. (Prefer-

ably use a local form If one is not available, use either of the
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two provided.) Divide the class into groups of five to seven.
Wthin each unit, designate one person as the credit union nmenber
applying for the |oan, another as the union's treasurer or nanager
and the rest as the credit committee. Ask each group to assune
that the |oan request is reasonable. Have each group (or individ-
ual, dependingn the step) enact a | oan application procedure -
fromthe witing of the application through the final step of
filing the prom ssory note and | oan application together. As the

trai nees enact the procedure, ask themto |ist each step. Allow up

to 40 mnutes for the exercise

Select a group with a good grasp of the whole procedure and have

it repeat the play before the whol e class.

As the group perforns, note the procedure, step by step, on the
chal kboar d. When revi ewi ng each step, ask which groups included

it. Following the review, distribute the "Procedure" as a handout.

Point out that it is to the credit union's benefit for the credit
comiittee to maintain a summary record of its decisions, both for
pl anni ng purposes and to provide continuity given the typical turn

over of committee nmenbers. Ask the trainees what type of infor-
mation m ght be included in such a record. Then distribute the
sanple credit comttee report and explain that it is only neant as
a nmodel and shoul d be adapted according to an individual society's

needs
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PFCCI Form No. KB Cr. 12
T (Name of Credit CooperativesUmion)
T ey
APPLICATION FOR LOAN Book No. ...
I Bereby apply for & 10am Of e PESOS for a
period of months, to be repaid in (semi-monthly
or monthly) installments of . and PESOS
(i o ) each plus interest; I prefer the first payment to all due on

I hereby certify that all statements made including those on the reverse side hereon are true and
complete and submitted for the purposc of obtaining credit.

Date Name in Print & Signature Address

This is to certify that the Maker and Co-makers of this application for a loan have the following account
balances with this credit cooperative:

________________________________________ SRR e B
Maker Un-obligated Shares Loans: As Principal / As Co-Maker

______________________________________________________________________________________________ | SN S
Co-Maker Un-obligated Shares Loans: As Principal / As Co-Maker

e eeeeeesseceeeesssmsssesesessms  adeeseseesmtecesiamessciesstessoctesace  tieseseesesses LSO |
Co-Maker Un-obligated Shares Loans: As Principal / As Co-Maker

T eate T T Treasurer -

At a meeting held on , 19 » wo approved the above loan in the amount and on the

conditions requested by the applicant, except as to the following (list any changes in amount, terms, or
conditions below):

Member of the
Credit Committee

EARN AND SAVE THE COOPERATIVE WAY
PFCCI SUPPLY and PUBLICATION

12th Floor-A, Columbian International Towers
500 Santol Rd., Ste. Mess, Manlla

This sanple formis from
the Phili ppi nes.




PFCCI Form No. KB Cr. 12

APPLICANT’S STATEMENT

I am indebted to the following creditors (list all debts such as doctor bills, instaliments, loans etc.
Attach additional sheet if necessary):

Creditor Address . Amount Owing
.................................................................................... e
.................................................................................... B el
.................................................................................... LR
.................................................................................... B e
.................................................................................... LU
Employer i, Address
Date employed Position
Monthly Salary P Other income, annual P

Location

References

Name of CO-MAKET et
Address Phone

Location e

..........................................................................................................................

Name of ComBKer e e e e e
Address Phone

Employer Agddress

Position Monthly Salary p

Location

References

“SAVE REGULARLY, REPAY PROMPTLY, BORROW WISELY, OPERATE THE PFCCI WAY”
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LOAN APPLICATION Sheet 4
Book No. .....ccccovvveiaiiii
Date .....cccooveeiveeiiiiiiiii L
IRELAND
I hereby apply foraloanof £ ... foraperiodof ...
weekly
to be repaid in  fortnightiv instalments of ............................................ each plus interest.
monthly

| desire this ioan for the following provident or productive purpose:

G BEANT OS] o oo e e e e

S U I Y oo e

I am not indebted to any other credit union, bank, or loan agency either as borrower or guarantor, except as
stated on the reverse side hereof. The statements herein are made for the purpose of obtaining the loan and are
true to the best of my knowledge and belief.

SIGNATUTE OF A DD CANt o e e
AN O S
OD we approve the loan for £ ... .
Credit Committee
PROMISSORY NOTE

Note No............................. Book No......................

E o Cheque No................................. Date..........

Date 1aSt inStalment iS QU ........... e .

FOR VALUE RECEIVED | (we} jointly and severally promise tO PaY 10 .............oiiiiii oo
.............................................. Credit Union Limited or order thesumof £ ... ...

payable in ... instalmentsof ... the first of such instalments
tobepaidon ... and a Itke amountevery ............................. )

thereafter until the full amount has been paid, with interest after as well as before maturity on the amount from
time to time outstanding at the rate of one per cent per month on the unpaid balance, payable on the same dates

GOl O Al .

In case of any default in payment as herein agreed, the entire balance of this Note shall immediately become

due and payable at the option of the hoider. | (We) hereby pledge all paid shares and payments on account of
shares, which | (We) now have or hereafter may have in this Credit Union as security for repayment of this loan
together with interest, costs and expenses, and | (We) hereby authorise the Treasurer to apply any or all such paid
shares and payments on account of shares to the payment of said loan, interest, costs and expenses. Each party
to this Note, whether as borrowe: or guarantor, severally waives presentments for payments, demand, protest and

notice of protest and dishonour of the same

Signature of Witness Signature of borrower & guarantor(s)

...................................................................... B OTr OWET oo
AT S

GUAraNTOr e . .

© I1LCy AAAN OGS



APPLICANT'S STATEMENT

{ am indebted to the following creditors (List all debts such as Loans, H.P. Instalments, etc.)

Weekly

Name of Creditor Original Debt Balance Due Repayments

Monthly
................ £ £ £
................ £ £ o £
................ £ ... £ .. £
*Where Employed. . ... ... . ... ... ... ... Wife/Husband's Name . . . .. .. ... .. ..
Position. . . . ... ... ... .. Is Wife/Husband Employed . . . .. ... ... .. ....
Weekly/Monthly Salary £ . .. ... ... .. ... ... Her/His Weekly/Monthly Satary £. . . ... .. R
No.of Dependants. . . . ... ... ... .. ......... How long at present address . . . .. . ..
Do you own orrentyourhome . . ... ... ... .... Telephone No. (ifany). .. ... . ... ... . .. ... ..
*information required for Records only. Share Balance £ . . . .. .. Loan Balance £. . . .. ...

r

/ declare that to the best of my knowledge and belief | am (I am not) in good health and | am (I am not) fit to
follow my normal occupation. (Delete whichever does not apply).

Applicant’s Signature.. . . . ... ... ... ... ... ... Date . .. ... .. ...
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L .
Application for a loan is conpleted in witing by the nmenber

The | oan application is taken to the credit union treasurer (or

manager, if there is one).

Desired information fromthe credit union's records (such as bal -
ance in share account and previous | oan experience with the credit
union) is given on the application formby the treasurer or nman

ager. Loan applications are considered in their order of presen-

tation.

The credit conmittee neets as a body to consider the applications.

The applicant is interviewed, if he/she or the commttee desire
it.
Changes, as agreed to by all, are witten on the |oan application

formin the section provided, but the original witing is not

al tered.

The committee records its approval or rejection by inserting sig-
natures on the formand al so by recordi ng what has been done in

the minutes of the neeting.

The application formis sent to the treasurer or nanager who uses
it as a basis for preparing a prom ssory note (to be signed by the
borrower and any co-signers). A pronissory note nust be obtained
for all loans issued. Wen a borrower is a wage earner and a pay-
roll deduction systemis used, an assignment of wages should al so
be obt ai ned. Savi ngs of the borrower should be held as security

for his/her Ioan.
The |l oan is issued, preferably by cheque, to the borrower.

Entries are made in the credit union's records and the menber's

passhook.

The pronissory note and | oan application are filed together.
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Sample Credit Committee Report

FOR THE MONTH ENDING

THIS MONTH YEAR TO DATE

No. $ No. $

A. LOANS GRANTED

1. Number/value of loan applications
receivad, .ttt eanneans
Number/value of loans granted........
Number/value of loans deferred.......

4. Number/value of loans refused........

B. PURPOSE OF LOANS

1. Medical exXpenSeS...ceeeercecscccanses
2. EAUCATION.t.eveeessassocresasosansanna
3. Vacation/travel........ceceeveenccnas
4. Transportation: purchase & repairs
— DbUSINeSS....ciieiiiiinnancaannas
B © =) =T o1 L= P
. Funeral expenseS....ccveceirescccancas

Wedding eXpenSeS...cceescessoecsancana

Household furnishings & appliances...

Insurances (life and property).......

L o0 9 o
.

Agriculture

- purchase of goods for resale......

— CIOD INPUES.iueeerecescocencnnnnns

B - oo 1 | o

- purchase of fixed assets (building

and equipment) ceeeeeericeneannnnn,

10. Business (other than agriculture)....
11. Home loans

- improvements/repairs.......cecec..

— purchase of land.ceeveeveeninnnnnn

12. Payday loanS....evesesacecscaccnnnns
13. Debt consolidationS....eeeeseeeeanens

14, Other...ceieiiiiiiiiiiiiiiiiininneans.



THIS MONTH  YEAR TO DATE

No. S No.

SUMMARY

- Number/value new loans (as per

above categories).c.eeieccec...
- Number/value loans refinanced

(as per above categories)..... ceeeeen

MEETINGS

1. Number of meetings held...... ceecsaae
2. Attendance record:
- President.......v00vsn eeeceaanan .
— Vice-president.ceeessesee..

— Secretary.....ieeeeeineas

S

Chairman/Date Secretary/Date
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SESSION 4. 5
ELNANCI Al COUNSFI 11 NG
hjiective: To enable trainees to explain and describe both
financial counselling as a nenber service and net hods
of assessing | oan applications.
Tinoe: 2 hours.
Material . Handouts "Fi nanci al Rati os"
"Financi al Ratio Exercises".
. ide.

Explain that credit unions have a responsibility to nmenbers in of-
fering guidance, where possible, regarding the best use of the
funds they borrow. Menbers shoul d be encouraged to bring their
financial problens to the credit unions. It is their society -

they are not its custoners, they own it.

There are essentially two purposes for |oans - provident and

producti ve.

- A provident |loan is for general needs or energencies such as

funeral expenses and debt consolidation

- A productive | oan enables a nenber to produce additional in-
cone. Paynments on the | oan are nade fromthe increased i ncone
generated by the nenber's investnent and subsequent production.
Fertilizer for a farner, a sewing nmachine for a tailor or fresh
inventory for a nmerchant are all exanples of productive credit.

- Acredit union may lend a nenber funds for either purpose, but
speci al care should be given in the latter case since repaynent
wi |l depend on the borrower's success with an investnent "proj-

ect

Renmi nd the trainees that they have already examined the factors a
credit conmittee should consider in issuing loans (Item3 in the

previ ous session). Enphasi se that in the case of productive |oans,

the credit comnmttee may need to take a cl oser | ook at the busi-



ness of an applicant, requesting additional information fromhis

records and financial plans.

Have the trainees break into beehive discussion groups. Ask them
to di scuss what type of information (what documents and records) a
credit commttee shoul d expect from a nenber requesting a pro-

ductive loan. List these on the chal kboard. They shoul d incl ude:

a) A bal ance sheet. - This shows the financial picture at a par-

ticular point in tine.

b) An incone and expense statement. - This shows where the incone
originates and how it is spent. It also shows whether adequate

earni ngs exist to ensure a successful operation.

) A cash flow statenent. - This is a "npney nap" that summarizes
expected cash inconme and expenses for a period of tine. Thi s
is vital since it indicates when cash is available for |oan

paynents and ot her obligations. Negl ecting to plan for cash
needs is frequently why businesses fail.

d) A disbursement schedule. - This is a tinetable for the dis-

bursement of the | oan.

e) A repaynent schedule. - This can be made in the follow ng ways:

- a lunp sum

- a "balloon" paynent with snaller regular paynents and a

| arge final paynent;

- a level paynent consisting of nultiple paynents of equa

anmounts.

Point out that the credit committee and/or |oan officer has an ob-
ligation to predict the perfornmance of the applicant's business.
The applicant should be interviewed and asked to provi de adequate

information. The conmittee should then anal yse that data.

Tell the trainees that one neans of predicting performance is
through the use of financial ratios. Distribute the relevant hand-

outs.
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Revi ew the definition of "debt ratio" fromthe handout "Financi al
Ratios". Ask the trainees to discuss, in the sane beehive groups
as before, Mustafa's debt ratio (Question a in the exercise).

After a few nmnutes, ask a trainee to present his group's answers

on the chal kboard

a) Mustafa's net cash incone per nonth should be at |east $70. 80.
Since he will be paying equal anmounts of the principal over 12
nonths, this would anount to $180 : 12 = $15. The interest is
1.5% per nonth (1/12 of 18% on the declining bal ance of the
principal. Thus, in the first month it would be 1.5% of $180 =
$2.70. The principal plus interest for the first nmonth is $15
+ $2.70 = $17.70.

The principal and interest paynents should not exceed 25% of
net cash incone on a nonthly basis. If 25% of the net cash in-

cone = $17.70, how nuch is the total net cash inconme?

$17.70 x 100
25

= $70. 80.

In this case, the credit committee should check Mustafa's cash
flow statement before approving his loan to ensure that his
normal net cash inconme for the first nmonth would be at | east
$70. 80. If it is less he should be encouraged to reduce the

amount of his loan request, if at all possible.

Proceed in the sane way with the explanation of "leverage" (dis-

cuss Question b) and "solvency" (in Question c).

b) While Chun's business could be considered an established enter-
prise, the conmittee should not automatically suggest that he
borrow $7,000, or the equivalent of a 2.0 leverage ratio, since
he has no outstanding liabilities. Rat her, the conmittee
shoul d exani ne nore closely Chun's plans, as well as other
rati os, and (assuning, of course, that he conplies with other
condi tions, such as collateral) approve a |loan for an anount
bet ween $3, 500 and $7, 000.

¢c) Guven the information provided, it is unlikely that the credit

comrittee will approve John's | oan request. H s assets are

worth $4, 000, which is less than his liabilities (a |oan for



$4, 800 + 18% annual interest) and his |oan payments will be
more than his projected net incone. In addition, no infor-
mation is provided concerning John's other assets or cash and
deposits. Wthout this information, it seens likely that the
result of another |oan would be to overextend John's financial
capabilities. O course, it is possible that John has other
assets and/or cash and deposits which would influence the com
mttee' s decision. He shoul d be asked about this by the com

mttee, in order to give the whole picture.

Reiterate the point that a credit union's major responsibility is
to provide for the financial needs of its nenbers. But that en-
tails an obligation to provide advice and counsel to nenbers con

cerning potential investments. That may nmean rejecting a |oan ap-
plication, especially in the case of productive |oans. CGetting a

loan is a privilege, not a right of menbership.
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Ei . Rat i
Used to Assess Menber | oan Requests
DEBT RATI O
A borrower will have to pay back the I oan, usually through regular in-
stalments, and in addition he will have to pay interest.
To find out if the borrower will be able to neet these | oan paynents,

we should conpare themwi th his net cash incone, on a nonthly basis.
(The net income is what remains when he has paid his other expenses.)
In nost cases, the |oan paynents shoul d not be nore than 1/4 of his net
i ncome. In other words, the "debt ratio" should not exceed 25%

Loan paynents )
= Debt ratio

Net cash i ncone

$20
Exanpl e = 18%
$110

LEVERAGE

This is the ratio of debt to equity (the borrower's own invested
funds), calculated before and after receiving the |oan. Thi s neasures
the borrower's ability to absorb | osses while still retaining suf-
ficient assets to neet debt obligations. It is calculated from actual

and projected bal ance sheets as bel ow.

Total liabilities

- = Leverage ratio
Total equity

It can al so be expressed as foll ows:

Tot al debt .
= Leverage ratio

Total assets

This ratio should not exceed 0.5 in a new busi ness and should be no
more than 2.0 for an established enterprise. Val ues of 1.0 or less are

desirabl e.
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SA VENCY

In a business other than a credit union, these ratios neasure the
borrower's ability to nmeet cash obligations from earnings and current

assets. Key solvency indicators are:

Current assets

= (Current) solvency ratio
Current liabilities

Cash and deposits

=("Acid-test") solvency ratio
Current liabilities.
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Einancial Ratio Exercises

(In all cases the annual interest rate is 18%)
Debt ratio

Miustafa would like to borrow $180 fromthe credit union for ferti-
liser and part-time |abour to grow and harvest his potato and corn
crops. The loan will be for a period of one year, with equal pay-
ments of principal, plus one-twelfth of the annual percentage rate
on the declining principal balance each nonth. Wat should his net

cash incone be in the first nonth?

Leverage

Chun has owned his own general store for the past six years. He
has been successful enough that today he has no outstanding debts.
G ven this success, he would like to expand his store and add to
his inventory. He requests a neeting with the credit commttee of
his credit union to discuss his plans. H s bal ance sheet shows
that his equity is worth $3, 500. What advice should the credit

conmittee give Chun?

Sol vency

John owns a taxi, worth $4,000, on which he is naking a nonthly
paynment of $200 over a remmining two-year period. He has estimted
that fromthe taxi's operations he is able to net $500 per nonth
[even after paying the driver's conmi ssion paynents). O her than
his nonthly paynents John has no other outstanding debts. He would
now |l i ke to buy a second taxi, this one new, and requests a | oan of
$16, 000 over a three-year period fromhis credit union. What ad-

vice should the credit conmttee give John?
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SESSION 4.6
L NSURANCE
hjective: To enable trainees to define and give exanples of in-
surance, as applicable to credit unions.
This session is only neant to introduce the applica-
bility of insurance which credit unions can offer as a
service to nmenbers. For further detailed information
contact a national |eague, a regional association, or
the Wrld Council of Credit Unions.
Tine: 1 1/2 hours.
Material : Case-study "M . Long".
Handout s: "Some I nsurance Definitions".
"Prem um Cal cul ati on Exercise".
Session Quide:

1) Ask the trainees to review the case of M. Long. Then discuss the

assi gned questions.

- Ms. Long can try to handle the new store's business with the
hope that she will be able to pay off the balance of the |oan
due. However, given an annual interest rate of 18% assum ng
that the loan is due after one year, she nust pay back the
$4,000 plus $720 in interest. Even if all of M. Long's savings

are deducted fromthe principal and interest, Ms. Long wll

still owe $2,720 at the end of the year. It is unlikely that
she will be able to realise such a return in a short period of
tine on $800 worth of merchandi se. Therefore, she will probably

have to sell the shop

While the credit union does exist to render services to memnbers,

it cannot absorb the loss that would be incurred if it wote off
the loan to M. Long. The loan conmes from nenbers' savings, and
the credit union has an obligation to its nmenbers to realise a

favorabl e return on their deposits. It must therefore recover
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the debt, either by paynents from Ms. Long or a conbination of

such payments and M. Long's savings.

Since credit unions are people-oriented financial institutions,
it isintheir best interest to foresee such events and try to
protect thenselves and their nenbers from such risks. There
fore, many credit unions throughout the world have obtained in-

surance coverage.

Expl ain that, although there are many types of insurance, for
credit unions in devel oping countries the nost common are life
savi ngs i nsurance and | oan protection insurance. It is not the
menbers who pay the prem uns on these coverages, but rather the
credit union. Premiunms are paid to the national |eague, which, in
turn, is generally reinsured either directly or indirectly (through

the regi onal association) by an international insurance agency.

Coverage is limted to a certain anmount and bel ow such linits [ oan
bal ances and the val ue of a nenber's savings can be clained by the
nmenber's beneficiary. Thus, if M. Long's credit union had been
able to provide such insurance, his | oan woul d have been paid and

hi s savi ngs account woul d have doubl ed.

Refer the trainees to the insurance definitions. After review ng
them distribute the "Prem um Cal cul ati on Exercise". Expl ai n t hat
this is only nmeant to familiarise the group with the figures re

|ated to the concept of insurance. Divide the trainees into groups
of four or five and give themup to ten nminutes to examn ne and com

pl ete the exercise

Revi ew t he exerci se

In order to pay up to a nmaxi mum of $1,000 in clains, the credit
union will need $8,310, or $8.31 fromeach of the 1,000 40-year
olds. This amount, however, is just the "pure"” premum To it
shoul d be added the anmpbunt necessary to collect and adm ni ster
the fund, issue policies, provide for reserves and profits, if

any.

It should be noted that this premumis only for one year and

only for this given category of persons.
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Sum up the session by enphasising that while | oan protection and
Iife savings insurance are necessary and popul ar nenber services,
credit unions should very carefully exam ne all aspects of them be
fore undertaking such programes. Especially in the early devel op-
nment of a society, it is crucial that some sort of reinsurance
mechani sm be provi ded. If this does not exist, the credit union

may run the risk of paying clains with menbers' savings and fatally

damagi ng the credit union.
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M. _long

M. Long has been a nmenber of his credit union for ten years. He saves
regul arly, through payroll deduction, and when he borrows his | oans are
never nore than twi ce his savings. He is considered a nenber in good

standi ng because he always repays his loans in a tinmely manner.

M. Long has $2,000 saved at the credit union. He would like to estab-

lish a business which his wife will run, since their youngest of four
children is now of school age. He, therefore, requests a | oan of
$4,000 fromthe credit union. After the credit committee reviews all

of the information which he provides, the |oan is approved. M. Long
proceeds to buy a & mall shop for $3,000 and stock it with $800 worth of
nerchandi se. He will use the renainder of the |oan to pay salaries for

the first two nonths.

Unfortunately, the day after the shop opens M. Long suffers a fatal
heart attack. Both the credit union and Ms. Long are now faced with a
difficult situation. She and the fanmily no | onger have his inconme and
need his pension (less than the incone) to keep up normal famly ex-
penses; the credit union nay be forced to use his $2,000 in savings to
cover part of the |oan paynents and charge Ms. Long with the rest of

the payments.

Assi gnnent
- \What do you recommend that Ms. Long do now?

- \What do you recommend that the credit union do?

- Are there any ways that the credit union could try to prevent tnis

situation fromrecurring in the future?
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Lnsurance

A device to enable the transfer of a risk froman individual (either a

corporate or independent person) to a group.

E -
What happened consistently in the past, under certain conditions and

ci rcumst ances, can be expected to happen sinilarly in the future, given

simlar conditions and circunstances.

Ihe law of |arge nunbers

The experiences shared by |arge groups of people can be applied to pre-

dict the future expectations of a simlar group.

Actuary

A person who is a specialist in the analysis of risks and in the cal cu-
[ation of prem uns.
.
The anmobunt charged the insured for acquisition costs, reserves, operat-
ing costs and profits (if any).
i sl
The possibility of loss or injury. The thing subject to chance of

| 0ss.

Hazard

The conditions or circunstances creating the possibility of I|oss.

Peril

The object or action which can cause the | oss.

Underwriter

The officer of any insurance conpany who deci des whet her the conpany

will accept the risk offered by an insurance applicant, and under what

terns and conditions.



: :
Goup credit life insurance - insurance on the life of the borrower to
the extent of his/her |oan balance (up to the limts of the policy

chosen by the credit union).
dains
Demands for paynent under the terns of the insurance contract, which

are the estinmated or actual anmpbunts of covered | osses.

i sl I .

A feature of insurance contracts which states that no benefit wll be
payable if, as a result of a pre-existing condition, death or disabili-
ty occurs within six nmonths fromthe date the | oan is advanced or the

date the nmenmber is subsequently eligible for the insured class.
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~al cul at i .

A recent study undertaken in the country of Erusni has stated that 8.31
of a group of 1,000 40-year die during the year

they will

olds will

The credit
uni ons in Erusni have deci ded t hat

pay the beneficiaries of
deceased 40-year

ol d nmenbers a nmaxi num of $1, 000 in clains.
are 1, 000 40-year

If there
ol ds anong credit

uni on nmenber shi p, what
the prem um charged that year

shoul d be
per such nenber?
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SESSION 5.1
BASI C BOOKKFFP| NG AND ACCOUNTI NG
hjective: To enable trainees to review the basic concepts of a
credit uni on bookkeepi ng and accounting system
Tine: 2 hours.
Materials: Handout s
"Basi ¢ Concepts of Bookkeepi ng and Accounting"
"Credit Union Accounting Cycle"
"Comments on the Accounting System Basic Operations”
"Sanmpl es of Accounting Documents”
"Sampl e Bal ance Sheet & I ncone Statenent”
Exerci se "W senoney Credit Union"
Session Qiide:

Di stribute the handout "Basic Concepts of Bookkeepi ng and Account -
ing, the night before this session is given and instruct the trai-
nees to read them Explain to the trainees that the section's ob
jective is to gain an understandi ng of the inportance of an ac-
counting systemfor the credit union and its basic operations.
Consequently, given the tine |limtations, trainees should review

basi ¢ bookkeepi ng principles presented in the handouts.

Divide the trainees into groups of three to four. I ncl ude in each
group at | east one person who has had experience in bookkeepi ng.
Ask each group to discuss and identify at |east three of the issues
of mmjor inmportance of accurate bookkeepi ng and the accounting sys-

temfor a credit union.

After 10 minutes, ask the groups to report back. Ensure that

everyone understands the foll ow ng issues:

a) The i nportance of basic bookkeepi ng knowl edge for the credit
uni on treasurer, board, and manager. As a financial institu-

tion, financial transactions are its |ife blood and accurate
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records are vital to credit union operations and services.

b) The credit union has a | egal existence, separate fromits
menbers. Bookkeepi ng provi des the basis for menbers to

monitor their investnent in the credit union.

c) The bookkeepi ng system provi des an effective nmeans of com
muni cati ng conpl ex financial information to various groups of
peopl e: menbers, potential nmenbers, regul ators, board of

directors, and nanagenent.

d) The bookkeepi ng system provi des tha basic information which
allows the credit union to evaluate its past, nonitor its

present and project for the future.

e) Accounting provides the principles which allowto:

d assify: ldentifying financial transactions into
di fferent categories.

Record: Keeping a tally of all the credit union
busi ness transactions.

Sunmmari se: Produci ng financial statements which can be
easily read and understood by Board, man-
agers, menbers and others.

Interpret: Usi ng accounting information for decision

maki ng.

Explain to the trainees that in order to best understand the basic
accounting principles, it is inmportant to understand the sources
and uses of funds in a credit union. For the follow ng activities,

wite on the chal kboard the sources and uses identified by the

trai nees using as your nodel the exhibit "Derivation of the Funda-

ment al Accounting Equation" (bel ow).

(a) Ask the trainees to |ist the sources of credit unions funds
in order to operate and provide financial services. Explain
to the trainees that these sources are what we awe to nenbers
and ot hers. Make sure the trainees identify the sources

under Capital, Liabilities, and Revenues.
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(b) Once the trainees have identified the sources, ask themto
list the uses. Wite on the Chal kboard the uses |isted under

Assets and Expenses.

(c) Point out that all the funds entering the credit union are
invested sonmewhere.  Consequently: Uses of Funds = Sources
of Funds.

Review with the trainees the follow ng:

DERIVATION OF THE FUNDAMENTAL ACCOUNTING EQUATION

USES OF FUNDS SOURCES OF FUNDS

ASSETS CAPITAL (permanent equity)
Cash Members' Shares
Bank Accounts Statutory and other reserves
Loans to Members Retained Earnings (surplus)

Sundry Debtors
League Shares
Fixed Assets

LIABLITIES

Mamber Deposits
Sundry Creditors
ILeague Loans

EXPENSES REVENUES (Income)
Interest on Deposits Interest on Loans
League Dues Other Interest
Office Supplies Entrance Fees
Meetings Loan Processing Fees
Salaries
Transport
Depreciation

SOURCES OF FUNDS

i

USES OF FUNDS

ASSETS + EXPENSES = CAPITAL + LIABILITES + INCOME
ASSETS = CAPITAL + LIABILITIES + INCOME - EXPENSES

Note: Explain that Income - Expense = Net Income and "Net Income" be-
comes part of the Capital accounts, the Fundamental Accounting
Equation can then be reduced to:

ASSETS = LIABILITIES + CAPITAL



Point out to the trainees that this equation is then presented in a
tabular formin what is known as the Bal ance Sheet. Distribute the
handout "Sanpl e Bal ance Sheet & |ncone Statenent". Let trainees
study the statenents for 5 m nutes. Solicit answers to the
questions identifying the different el enments of the Bal ance Sheet
and the |Inconme Statenent. Ask the trainees to explain the purpose
of these statenents.

Be sure that the points bel ow are included:

The Bal ance Sheet :

- Shows status of assets, liabilities and equity accounts at a
particular time, generally the end of an operating period.

It is like a "financial picture".
Bal ances the assets to liabilities plus capital

Hel ps to identify the sources and uses of funds required to
carry out the services of a credit union: with shares (capi-
tal) and deposits (liabilities), the credit union maintains
assets such as cash for withdrawl s, gives out |oans (assets),
buys equi pnent required to operate (cal cul ator, safe, furni-

ture).

I ncome Statemnent:

The income statenent is a summary of the incone and expenses
of the credit union during a period of time, usually a nonth

or a year.

The accounting equati on can be expanded to:

(Assets] = [Liabilities] + [Capital + (Ilnconme-Expenses)]

Direct the trainees attention to the Incone Statenent. Ex-
plain that these accounts are kept nonthly but closed out at

the end of the year and are therefore tenporary. Since these
are tenporary accounts, they do not affect liabilities or
assets, but do affect capital. \Wen they are closed at the
end of the year, their bal ances are sinply transferred to the

capital accounts.

- Under the accrual system expenses are generally matched

agai nst revenues generated when the expenses were incurred.
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Revenues and expenses are summari sed by several categories.
The accountant/treasurer nust present data in useful ways

whi ch do not overwhel muser and becone usel ess.

Refer the trainees to the handout "The Credit Union Accounting

Cycl e". Ask the trainees to explain the accounting cycle
referring to the di agram The process can be sunned up as
foll ows:

(a)

The cycle begins with the recording of a financial transac-
tion in a source docunent (checks, cash received vouchers,

sales slips). Ask trainees to identify those forns.

The i nformation provided on these docunments is posted in the

Journal and Cash Record (JCR) or Book of Original Entry.

Entries in the JCR are sumari sed through posting in special
| edgers and the General Ledger accounts. Explain to the
trai nees that how often these entries are processed depends
on the operations of the credit unions. Ask the trainees to

present exanpl es.

Certain financial transactions are recorded in subsidiary
| edgers. The npbst common subsidiaries are those where trans-
actions are recorded for: individual's shares and | oans,
cash, expenses, investments and furniture/fixtures. Peri odi -
cally, the total of the balances in the special |edgers, such
as the Menbers' Personal/lndividual Ledgers, should be added
at the end of each period (commonly every nonth) and shoul d

equal the nonth-end debit val ance of the General Ledger

Mont hl'y wor ksheets are prepared to bal ance accounts, to pre-
pare before-closing entries (e.g., depreciation, anortisa-
tion) and check for errors. This is known as the Trial

Bal ance.

The before-closing I ncone and Expense Statenent and Statenent

of Financial Condition

The income and expense accounts for the end of the accounting

period are cl osed.
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(h) The credit union prepares the after-closing financial re-
ports, the Statement of Income and the Statenment of Financial
Condi ti on.

These are the financial reports presented every year to the

credit union General Assenbly.

(Note: Explain that terns and accounting regul ations nay differ

formone country to another)

Explain to the trainees howthe first activities of this section
should help to gain an overall picture of the bookkeepi ng and ac-
counting systemfor a credit union. The following activities help
to identify the npst inportant steps in the operation of an ac-
counting system Refer the trainees to the handout "Comments on

the Credit Union Accounting System Basic Operations". Ask trainees

to identify how often these operations should be carried out.

a) Dai ly Operations:

- Posting to Menbers' Passbooks
- Cash Receipts

- Cash Disbursenents

- Deposits in Bank

- Posting to Menbers' Personal/Individual Ledgers
b) Mont hl'y Qperati ons:

- Bal ancing the Journal and Cash Record
- Posting from Subsidiary Ledgers

- Posting to the General Ledger

Di stri bute the handout "W senpbney Credit Union" and the bl ank
bal ance sheet. Informthe trainees that they are going to have an
exercise. Suggest that they work in groups of two or three. Allow
30 minutes for the exercise. When the time has passed, open the

di scussion to conpare results.
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Practice "Wsemoney Credit Union"

The pre-cooperative group you hel ped to organi se just received govern-
ment approval to begin operations. You were elected as the treasurer
of the new Wsenoney Credit Union. The Board asked to obtain or pre-
pare the required fornms and bookkeepi ng books to start operations the
first Monday of next nonth. The Pronotion Conmittee estimted that at
| east 40 people will join the credit union the first week. They expect

to have at |east 150 nmenbers during the first year of operations. You
only have five days left for the big days in which foundi ng and new
menbers will join the credit union. The President of the Board,
Johnson g ong, will acconpany you to open an checking accont with a
$300 cash - borrowed fromone of the nenbers of the Pronotion Committee
- in the Only Bank in town where noney fromthe credit union will be

kept .

Assignnent 1:

As the treasurer of the credit union, nake up a list of the docunents
and accounting records you need to have ready when the credit union

starts operations.

Assignnent 2

After the first day of operations, you sit to record all the financial

transacti ons. The first transactions are

(a) You purchased the appropriate docunentation fromthe |ocal Nationa
Credit Union Federation. You had the receipt and made out a check

to pay it for $5

(b) M. Yoyo Prinero was the first nmenber to join the credit union.

He paid his entrance fee of a $0.25 and shares for $5 and a deposit

of $20.
(c) Menber Jenny Makits receives and energency | oan of $10

(d) The day's receipts of $600 are deposited in the Bank and the $300

advance from Johnson Q ong

(e) The credit union purchases one $100 League share.
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Expl ai n t he bookkeepi ng procedures required to register the above
transactions in the appropriate accounting forns and books.

Assi gnnent  3:

The W senpney Credit Union just conpleted its first month of
operati ons. The Board have asked you the treasurer to prepare the

first monthly financial reports.

Prepare a Trial Balance with the follow ng information:

(1) The Bank accounts shows a bal ance of $785.

(2) You have $50 in the petty cash (after checking with the
vouchers, bal ance corresponds to cash in box).

(3) The Menbers | ndividual Ledgers show that during the first

nont h:

- There are 140 nenbers (entrance fee $0.25).

- Menbers have $700 in shares and $500 in deposits. Deposits
receive a 1% interest per nonth.

- The Credit Committee aproved |oans for $500 at a 18% annua
interest rate. Interest for the nonth was paid, but no
instal ements were received on principal

(4) HEectricity and rent cost $10

(50 $100 were spent on buying a safe.

(6) The Credit Unions has a note payable for $300 borrowed froma
foundi ng nenber to cover basic expenses to open credit union.

Usi ng the bl ank bal ance sheet, record the information and bring the
Grand Total, the bottomline, to reflect a bal ance between debits and

credits.



Sheet
Credit Union Address
MONTHLY STATEMENT
Month of 19
Account Trial Balance
Nurber Account Debits  Credits

l !

BALANCE SHEET ACCOUNTS

TOTAL balance sheet accounts

GAIN OR LOSS ACCOUNTS

TOTAL gain or loss accounts
GRAND TOTAL - all accounts

Number of members who joined during the month
Number of members at the close of the month Certified Correct by
Number of potential members
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: : keeni :

Doubl e entry bookkeepi ng system provi des the fundanental framework for

the anal ysis of transactions that occur in credit unions. Bookkeeping
is a system of nmeking permanent witten records of financia

transactions into the accounti ng books of a credit union. The
transactions flow through the books of the credit union in an orderly
sequence known as the accounting system CGeneral ly speaking, a
bookkeeper is the person who records the credit union's transactions in
a prescribed, systematic nanner. An accountant is the person who is
i nvol ved with the design of the systemof records, prepares reports and
statenents based on the recorded data prepared by the bookkeeper, and

interprets the reports.

The accounting equati on:

How nuch the menbers have invested (including

Reserves) in the credit union = Capital

How much the credit union owes the nmenbers

and ot hers = Liabilities
How much the credit union owns = Assets

Assets = Liabilities + [Capital + (Revenues - Expenses)]

Bal ance Sheet : Al so known as the Statenent of Fi nanci al
Condition, lists the a s-sets and |liabilities of the
credit union and show its financialconditions at a particular date.

BALANCE SHEET COVPONENTS

ASSETS LI ABI LI TI ES
Petty Cash Not es Payabl e
Cash in Banks Menmber s Savi ngs/ Deposits
Loans to Menbers O her Liabilities
Fi xed Assets
CAPI TAL

Menber s Shares

Statutory Reserves
O her Reserves

Undi vi ded Ear ni ngs
O her Capital Accounts

TOTAL ASSETS = LI ABI LI TI ES AND CAPI TAL



Doubl e entry:

Credit unions enploy a sinple double-entry bookkeepi ng system

Each transaction results in, at last two entries, a debit and a
credit, of exactly the sane anount. For every debit entry there
must a corresponding credit entry and vice versa, thus maintaining

an equilibriumin the accounts.

Accounti ng

The art of recording, classifying, and sunmarising in a significant
manner in ternms of nmobney, transactions and events (losses due to a
di saster) which are, in part at |east, of a financial character,

and interpreting the results thereof.

Accrual or cash accounting:

The cash nethod of accounting records a transaction when the funds
are received or disbursed. Inconme or expenses are recorded only if

funds are spent or received.

The accrual nmethod of accounting records transacti ons when they
occur. I ncome and expenses are recorded during the time period in
whi ch they are incurred. This nmethod reflects true incone and
expenses for a time period because transactions are recorded when
t hey happen, and consequently, it shows a true readi ng of expense

and i ncone.

I ncome and Expense Statemnent:

Refl ects the gross anount of incone earned and the total anount of
expenses incurred during the period for which the statement is
bei ng made. If incone is greater than expenses, the difference
represents a net gain fromoperations during the period and re-
flects an increase in owners' equity. The net gain becones avail -
able to the menbership in the form of dividends or interest

r ebat es.
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Journal s and Ledgers:

Credit unions record transactions in two principal types of docu-
ments- journals and | edgers. Fi nanci al transactions are recorded
first in a journal, then tranferred or posted to the genera
| edger. The general |edger contains each account used by the cre-

di t union.

Records of original entry:

In credit union accounting, details of the financial transactions
are recorded in the records of original entry i mediately after
they occur. These records are the source of postings to the jour-
nals, general and auxiliary |edgers. These records include:
entrance fees recei pt book, menbers' savings receipt book, nmenbers'
savings wit draw forns, |oan advances receipts, |oan repaynent
recei pts, expense vouchers, bank records. These source records of
original entry are posted to the Book of Oiginal Entry, nanely,
the Journal and Cash Record (JCR).

Journal and Cash Record (JCR):

A diary of transactions as they occur. The JCR provides a chrono-

| ogi cal history of each day's transactions.

Books of final entry:

At the end of each accounting cycle, the accountant records and
summari ses the entries in a formthat will be understandable to the
directors and nenbers. The book of final entry is the CGenera

Ledger. After making a trial balance of the Journal and Cash
Record (JCR) to ascertain that it is in balance, the total of debit
and credit colimns of the JCR are posted to the General Ledger ac-

count s. The bal ance in each account is then posted to a sumary

form the Bal ance Sheet.

Subsi di ary | edgers:

The size of the operations of the credit union may require the use

of subsidiary | edgers. Sone accounts of the General Ledger are
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used as control accounts only with the detail supporting these con-
trol accounts carried in other individual |edgers conmonly called
subsidiary | edgers or accounts. The i ndividual accounts in the
subsidiary must be totalled periodically and the suns obtai ned nust
agree with the control account in the CGeneral Ledger. The nain
subsidiary ledgers are: nenbers' personal/individual |edger (share

and | oan | edger), expenses |edger, investment |edger and furniture

and fixture |edger.

Members' personal /i ndividual |edger:

In this | edger a separate page is kept, in nenbership nunber order,
for each member. These separate accounts for each nmenmber can be
kept in a | oose-leaf |edger or on cards. The nmenbers' shares,
deposit/savings, and | oans transactions should be posted fromthe
Cash Recei pt Vouchers and the individual Cash/Journal Paynent

Vouchers as soon after the original transaction occur as possible.

Gover nment requirements:

Credit unions operate under the provisions of |aws governing the
activities of such organisations in their respective countries.
Their powers are limted by the law, the rules and their byl aws.
Al'l officers and conmittee nenbers should have a general know edge

of these rules and byl aws.
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COVVENTS ON THE " ACCOUNTI NG SYSTEM' BASI C OPERATI ONS

DALY OPERAT] ON:

Posting to Menbers' Passbooks:

| f passbooks are used, nenbers should be required to present their
passbooks with each pay in or pay out. |If alternative passbooks
are used (i.e., periodic nenbers' statement of accounts) the nenber
must be given a receipt, properly signed by the credit union of-

ficer.

- Cash Receipts:

A cash recei ved voucher nmust be prepared whenever cash is re-
ceived. The voucher nust show what the cash is for, i.e., shares,
deposits, |oan paynments, etc. These vouchers should be preprinted
and nunber ed. At the end of a business day, the vouchers nust be

surnriarised and total nust equal the cash collected for the day.

Cash Di sbursenents:

D sbursenments or payouts shoul d al ways be made by check, except
when Petty Cash is isued, or when unusual circunstances nake the
i ssuance of checks inpractical. VWhen nmenbers are unable to nego-
tiate checks, the credit union may have no alternative but to make
payouts in cash. Al l checks shoul d be prenunbered and issued in
nunerical order. Count ersi gnature requirenments should be in ac-
cordance with rul es/ byl aws. A Cash/journal Paynent Voucher shoul d
be issued for all payouts nade by check or cash. The voucher nmay
al so be used to show proper authorisation for the payout. At the
end of the business day, cash bal ance shoul d equal cash received

m nus cash di sbursenent.

Deposits in Bank:

The net cash left fromdaily operations should be deposited each
day if it is possible (tine [imts my be specified by regul ations

or credit union byl aws).



- Posting to Menmbers' Personal /Il ndividual Ledgers:

The nenbers' Personal /| ndividual Ledgers (Shares, Deposit/ Savings
and Loans) shoul d be posted fromthe Cash Received Vouchers and the
i ndi vi dual Cash/Journal Paynent Vouchers as soon as possible after

the original transaction occurs.

MONTH Y OPFRATI ONS:
- Bal ancing the Journal and Cash Record

At the end of each nonth, a single line is drawn accross the jour-
nal and Cash Record innediately after the last entry is nade. The
total of each colum debit and credit, are witten innmediately

after the line. Both conmumms shoul d bal ance out

- Posting from Subsidiary Ledgers:

As the credit union grows, the nunber and size of the accounts
gr ow. Consequently, the credit union needs subsidiary |edgers.
The individual accounts in the subsidiary |edgers nust be total ed
periodically and the suns obtained nmust agree with the control ac-
count in the General Ledger. Subsi di ary Ledgers are useful in
controlling the accuracy of the records and facilitate the
identification of errors. At the closing of the accounting period,

the total of all individual |edger bal ances should equal the tota

of the CGeneral Ledger accounts.

- Posting to the General Ledger

Entries in the General Ledger are posted or transferred only from
the Journal and Cash Record. In other words, all transactions nust
be entered in a book of original entry before being transferred to
a book of final entry. No entries should be made in the Cenera

Ledger without first having been made in the journal. The total of
each debit and credit colum in the journal is posted to the

respective | edger account.
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PASSBOOK NO.1 SHARES
Date Paid-In |Withdrawn Balance Fees Fines| Cashier
15.10.90 5100 5100 25 JB

EXHIBIT 1
CASH RECEIVED VOUCHER
Passbook No.1 Date:15.10.90
Received From:
J. Onyango
SHARES (IN)
SAVINGS/
DEPOSITS (IN) 5 00
ENTRANCE FEES (IN)
INTEREST ON
LOANS (IN)
LOANS (IN)
EXHIBIT 2
TOTAL
PostedX
Received by: JB
Member's Passbook Balances
Shares 5.00 ILoans_
Savings/Depositsx
EXHIBIT 3
CASH/JOURNAL PAYMEN[ VOUCHER Credit Union
P.B. No. NAME : JAMES ONYANGO DATE: 1/11/90
Debit Credit

Shares

Savings/Deposits

Cash 100{00

Cash-In—-Bank

100/ 00 | Loans

Cheque No. Amount Approved or Authorised By C.C.
Entered RPJ x Posted x Received By J. Onvango
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JAMES ONYANGO
M. 1 MEMBERS PERSONAL/ INDIVIDUAL LEDGER
— NOTE RECORD COMAKER FOR OTHERS
Date Loan Date of First| Date of Payment | COMAKERS | Other
Note No. Out Amount Payment Each Payment|{Due Each [P.B.|Name Security| Date [P.B. No.|Note No. | Amount
2 1.11.90 150.00 1.12.90 15.00 No. 3 [Mary Chuma 1.11.90 1 4 50.000
—] DELINQUENCY
SAVINGS DEPOSITS SHARES LOANS CONTROL MEMORAN
Loan Balance Entrance
R.P.1 Full Full [Note{ Loaned |Interest(Principal Should Paid
Date | No Paid In{Paid Put BalanceJPaid In{Paid Out {Balance|Shares| Savings| No.{Paid Out{ Paid In| Paid In {Balance On Date 15.10
15.10.90 1 5.00 5.00 5.00 } 5.00
17.10.90 1 5.00 10.00
20.10.90 1 10.00 15.00
11.90 2 30.00 45.00
1.11.90 2 10 45 150.00 150.00
1.12.90 3 5.00 50.00 3.50 13.50 10 50 1.50 15.00 135.00
31.12.90] Div .31 50.31 .06 13.56 20 95 |
EXHIBIT 4
JOURNAL, AND CASH RECORD
EXHIBIT 5
Page No. Month of October Savings/
RPJ Cash Cash in Rank Shares [Deposits Loans Interest |Entrance|Other |Exp
on Loans|Fees Incame(Cont.
Received|Paid|Received |Paid |Paid|Paid|Paid|Paid|Loaned |Repaid
Out out |Out | In [Out | In
Cheque( Dr. Cr. Dr. Cr. { Dr.y Cr.f Dr.| Cr.| Dr. Cr. Cr. Cr. Cr. Dr.
bate |P.B.No.|Name or Description| No. In Oout In out |Out | In |Out | In | Qut In In In In out
15/10/90 1 J. Onyango 5.25 5.00 0.25
EXHIBIT 6 NAME OF ACCOUNT
Account No. 112 GENERAL LEDGER Organisation Cost
R.P.J. Debit Credit
Date Explanation Debit Credit Balance Balance
17.10.90| Registration
Fee 1 25.00 25.00
Initial
17.10.90| Supplies 1 35.00 60.00
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SAMPLE “BALANCE SHEET AND INCOME STATEMENT"
ABC CREDIT UNION - FINANCIAL STATEMENTS 1990
BALANCE SHEET -~ December 31, 1990
ASSETS LIABILITIES
Cash and
Investments  $94,718 Savings & Deposits $832,527
Loans (net) 797,225 Notes Payable 1,508
Shares in Federation 7,316 Other Liabilities 36,185
Fixed Assets 100,000 —_—
Other AssetS 11,553 Total Liabilities $870,220
CAPITAL
Share Savings $118,081
Statutory & Other Reserves 7,085
Net Income 11,000
Other Accounts 4,426
Total Capital $140,592
TOTAL ASSETS $1,010,812 TOTAL LIABILITIES $1,010,812
=== ====== & CAPITAL =E=mm======
INCOME STAMENT - YEAR 1990

INCOME

In(er;st Earned $150,000

Other Income 6,000
Total Income 51;6;—00

EXPENSES

Interest & Dividend Expense $100,000

Operating Expense 40,000
Other Expenses 5,000
Total Expenses $145,000
NET INCOME $11,000
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SESSION 5. 2
BUDGETI NG

hjective: To enable trainees to use the budget as a key tool of

management and pl anni ng.
Tine: 1 1/2 hours.
Material Handout "Trends Sheet".
Session Quide:
1) Enphasize to the trainees that the budget is a very inportant nan-

agenent tool. It does not nerely project what will happen, it also

projects board and nanagenent goals, showi ng how those goals can be

nmet given econonic probabilities.

Wite on the chal kboard "I ncome and Expense." Tell the students
that these are certainly the critical factors in nmaking a budget
for the coming year s but that it may be difficult to predict what
i ncome or expense will be. Tell the trainees to assunme that the
class represents a credit union that is five years ol d. Ask what
they can say with a fair amount of certainty about next year's ex-

penses.

Record their suggestions concerning fixed expenses on the chal k-
board under expense. The first suggestions will probably reflect
fixed costs and may include items |ike

- rent

- utilities

-  payments on | oans or bonds
- salaries for enpl oyees

- taxes

etc.

Ask the trai nees what expenses the credit union mght have which

are vari abl e. This |list should include:



adverti senent
- increased devel opnent of enpl oyee benefits
- facility devel opnment
- equi pnment purchasi ng
- committee expenses
- education expenses
- collection expenses

- conmuni cation expenses (tel ephone, postage)

Ask the trainees to assune that they are serving on a board of di-
rectors and are considering a proposed budget that has been submt-
ted to them They notice in the budget that the expense projected
for postage is 500% hi gher than the previous year's expense.

Ask the trai nees what the reasons m ght be for such an increase.

| deas presented m ght include:
- increased service to nenbers, with nore frequent mailings;

- increased collection activity in an attenpt to reduce the nunber

of deliquent or defaulted | oans;
- a projection of an increased nunber of nenbers;

- increased use of mailings for advertisenents.

Enphasi se to the trainees that the expense for nailing will only
remain the sane if the goals of managenent in terns of using

mailings remain the same. Wite on the chal kboard

I L :

Stress that the budget is a chart for the course of credit union
activities. Budgetary planning is necessary for each of the ngjor
policy decisions of the board and of managenent, for every ngjor

decision will alter the financial plans of the institution

Poi nt out that the expenditures, of course, will have to bal ance
with the projected incone. Ask the trainees for the best indi-
cators of next year's incone. Answers should include trends in in

cone in the last five years, trends in the national and | ocal econ-
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Session 5. 2
Sheet 2

om es (such as interest rates on investnments or increases in |oca
manuf acturing or marketing capabilities), trends in nmenbership,

etc.

Enphasi se that inconme projections should be conservative. Ask

what the dangers are of an overly optimstic projection.
Distribute the Trends Sheet and ask that trainees exanmne it.

Focus on the fact that frominformation provided in such a form

the growth, incone expenses and dividends can all be forecast.
Note al so the need to di scount exceptional years which are outside
normal trends, such as years in which there is a crop failure or

i rregul ar econom ¢ gains.

Explain to the trainees that another el enent that can be of con-
siderabl e inmportance to credit union budgeting is cash flow, the
avai lability of cash on hand to nmeet expenses or provide the cus-

tomary or desired | evel of services to nmenbers.

Tell the trainees to assune that their credit unionis in a farm
ing community. Ask themto predict the times of the year that the
greatest stress would be placed on the cash reserves of the credit
uni on. Suggesti ons woul d probably include tines before planting
and harvesting, when nenbers' personal resources are depleted and

expenses are nigh.

Ask the trai nees how such periods of stress can be predicted in
terms of timing and in terns of the inpact on the credit union
Answers should include the review of a detailed statement of when

cash was received and di sbursed in previous years.

Ask the students what strategies might be followed to ease the
pressures during such tinmes. Answers should include liniting in-
vest ment before such periods in order to increase capital re-

serves, etc.

Li st on the chal kboard the followi ng maj or advant ages of budgets:

- permits careful financial study before a managenent decision is

nade;
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11)

prevents waste by directing the flow of funds
- provides supervisory control over incone and expenditures;

- offers stability of dividends through efficient planning.

Stress the inportance of budgeting and invite any questions.

Enphasi se that only with rational and careful accounting records
can the trends be predicted which will allow the devel opnent of

vital budgeting in the established credit union.
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Trends Sheet
Estimates
Last year This year next year

Members 100 130 170
Potential members 1,100 1,100 1,200
% Members/potential 10 11.8 14.2
Total savings 10,000 15,600 23,800
Average savings balance 100 120 140
No. delinguent loans 5 7 9
Amount delinguent loans 1,000 1,500 1,980
Average delinquent loan palance 200 214.29 200
Personnel expense 500 520 540
Officials' expense 100 120 140
Cost of space 300 300 320
Cash over/short 50 ~ -
Interest of borrowed funds 500 550 550
Education expense 50 50 60
Total expense 1,500 1,540 1,610
Total income 1,600 1,710 1,850
$ Income/Expense 106.7 111.0 114.9
Regular reserves 90 153 216
Other reserves 10 17 24
Total reserves 100 170 240
Notes payable 250 250 250
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SESSION 5. 3
CASH MANAGENVENT
C(hjective: To enable trainees to descri be and apply sone basic
financial investnent strategies for credit unions.
Tioe: 2 hours
cessi ide
1) Explain to trainees that a credit union can be thought of as a

financial internediary or go-between. As such, it receives savings
fromsonme individuals in a group and lends it to other individuals

in the sane group
Wite on the chal kboard
What the CU pays for funds VWhat the CU charges for funds

Ask the trainees what woul d happen if the credit union charged for
funds exactly what it paid. Wat would happen if a [ oan went into
default; .that is, if the borrower was unable to pay it back. Wher e

woul d operating expenses cone fronf?

Tell the trainees that the difference between what the credit union
charges for funds and what it pays for themis called the "spread."”
Explain that fromthis spread nust be provided the cash reserves of

the credit union and the operating expenses.

Expl ain that the way of neasuring the spread is to calculate the

yi el ds on assets and to cal cul ate the cost of funds.

Ask the trainees to consider a credit union that had an average of
$3,000 in outstanding |oans to nmenbers in a given year. It re-

ceived $300 in interest.

$300
— = 10%

$3000
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Poi nt out that the cal culation shows a ten percent return on the
credit union's loan portfolio. The figure reflects not only the
interest charged, but also the average of |osses from delinquent

accounts.

Explain to the trainees that sinmlar calculations can be made for
i nvestnments and assets with the return and the anounts invested

conpared in the sane way

Poi nt out that the yields can be cal cul ated nore specifically,
showi ng the percentage of returns in individual | oan categori es;

for exanple: school |oans, fertiliser |oans, etc

Di scuss what the value of such specific information would be to the

managenment and pl anning of a credit union.

Ask the trainees to assune that the credit union has $4,000 in de-
posit funds and shares, at a variety of interest rates. These
funds cost the credit union $300 in dividends. Ask the trainees to
cal cul ate the percentage that represents the effective cost of

t hese funds.

$300
— = 7.5%

$4000
Explain that in a simlar fashion the yield for other borrowed

funds and reserves can al so be cal cul at ed.

Expl ain that reserves are included here with deposit funds because
they are past earnings which belong to the capital account. They
are "free funds" in that they do not cost interest, although in
anot her sense they have an opportunity cost: t hey have not been

invested for profit, but have remained idle

Explain that in the sane fashion a single percentage can be derived
whi ch represents yield on all assets: out st andi ng | oans, invest-
nments, etc. A single percentage can al so be derived to represent
the cost of all funds: deposits, shares, borrowed funds, reserves,

etc. Wite on the chal kboard
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Ear ni ngs from assets 9. 50%
Cost of funds 6.00%
Spr ead: 3.50% or 350 basis points.

Expl ain that spread managenent is the nanagenent of the conposition
of funds along with rates paid and charged so that this gross
spread is sufficient to pay for the operations of the credit union

and to add to reserves.

Bnphasi se that changes in credit union policies in terms of either
interest paid or interest charged will affect the spread. Simlar-
Iy, conparison of the yield ratios on different categories of as
sets or the costs on different sources of funds will suggest ways
in which a different mx of investnments or sources of funds will

af fect the spread.

For exanpl e, hone | oans nay have hi gher yields than farm equi pnent
| oans because of a lower rate of default. The farm|oans nmay, how

ever, be a critically inportant service of the credit union.

Looki ng at the spread and the yield figures, nmanagenent will be
able to set short-termpolicies which reflect the nunber of farm

|loans that-it can afford to make

Explain that there are additional factors to consider in ternms of
i nvest nent other than gross yield. One inportant factor is the
length of time that funds are tied up in a particul ar interest

rate.

Ask the trainees to consider a situation in which they borrow | ong-

termat 5% and | end short-termat 5% VWhat will happen if the

interest rate goes up or down during the tine period?

If the interest rate goes up, they will be able to relend the noney
(borrowed long-term) at a higher rate, and they will profit. If it
goes down, they will not be able to relend the noney at the rate

they are paying - they will experience a | oss.

Poi nt out that the same possibilities exist when interest is fixed

and noney is borrowed short-term and | oaned | ong-term
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12)

Tell the trainees that the | ast aspect of cash nanagenent that
will be dealt with is "liquidity.” Wite the word "liquidity" on
t he chal kboard.

Explain that liquidity refers to the ease in which an investnent

can be turned into avail abl e noney.

By definition, noney on hand is conpletely liquid. If any

emergency arises, it can be used i nmediately.

Ask the trainees to inmagine a situation in which a credit union
| oaned all of its assets to oorrowers, and the due dates for the

| oans were six nonths away. Ask what problens would arise.

Answer s shoul d include the problens of finding cash for operating
expenses, dealing with share or deposit w thdrawal s, and extremne
cases such as crop failure or industrial strikes that resulted in
i mredi ate | arge-scal e denands on the resources of the credit

uni on.

Explain to the trainees that the same situation could occur if the
assets were invested even in variable rate accounts which were

| ocked in for three or six nonths.

There would be ways to get a return on such investnents. W't h-
drawal s could be made, but with penalties. Or investnents or
| oans coul d be used as collateral for a | oan nade by the credit
uni on from another institution. Again, there could be nmmjor

| osses.

Expl ain that noney on hand (in a cash reserve) provides a nmargin
of safety for credit unions. Since all the nenbers are from
either the sanme industry or the same interest group, credit unions
are particularly vulnerable to shifts in the econony of that

singl e group.

Ask the class if the safest option in terns of liquidity, keeping

all assets as cash on hand, is workable.
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Ask how much cash reserve is enough. The cl ass may suggest nany

answers. The answer to this question is not oovious.

Report to the trainees that one study suggested that an efficient
| evel of reserves could fall between 7.5% and 12.5% of the tota
I oans outstanding. These figures are based on an extensive stat-

istical study of credit unions. It may be used as a guide.

Poi nt out that the level and type of reserves required by a par-
ticular credit union depends on a nunber of factors. Wite the

following factors on the chal kboard as illustrations
- the riskiness of its loan portfolio.
- the formin which investnments are handl ed.

- the rate of new service devel opnment.

- the ability of nmanagenent to forecast.

Poi nt out that cash on hand in regular reserves or as undivi ded
earnings are not the only liquid fornms of reserves. Easily sold
stocks or other assets, such as easily sold real estate or goods,
m ght al so be used as reserves. The inportant feature of reserves

is that the%j%hould provi de easy access to noney when funds are
needed.

Divide the class into three groups. Ask one group to sumnari se
the concept of reserves and its inmportance to credit uni on nmanage-
nment . Ask the second group to prepare to define the concept of
"spread"” in regard to credit union cash nmanagenent. Ask the | ast
group to restate the inportance of the liquidity concept to credit

uni on managenent .

Allow 15 minutes. At the end of that tinme have representatives of
each group present the summaries to the entire class. Al ow dis-

cussi on.
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SESSION 5.4
CPERATI NG RATI OS
Chiective: To enable the trainees to use key ratios which can help
them assess their credit union's performance.
Iine: [ hour.
. ide
1) Explain to the trainees that they can better judge the operation of
their credit union by learning to use established percentages and
ratios. The ratios can show i nportant features which are far from
clear before the rel ati onshi ps have been nmathenmatically cal cu-
lated. Tell themthat you will introduce themto eight key ratios
inthis session. Ask the trainees to note each of the ratios for
their future reference and application
2) Wite on the chal kboard or flipchart the follow ng ratio:
Nunber of nmenhers
Nunber of potential nenbers
Ask the trainees to suggest the inportance of this ratio to the
credit union. How might the ratio be useful in determining
specific policies?
3) Tell the trainees that the second ratio is the percentage of out-
standing loans to total assets. Wite on the chal kboard:
Total |oans outstanding
Total assets
Ask the trainees the effect a lowratio would have on the oper-
ation. Since this percentage indicates the portion of credit union
noney earning loan interest, |ow percentages may nean difficulty in
payi ng reasonabl e di vi dends or expandi ng nenber services. Ask then
the effect of a high percentage
4) Explain to the trainees that the third ratio conpares interest in-

cone to total |oans outstanding, giving a neasure of the yield per-



cent age. Tne total interest incone of the year is related to the

average outstandi ng | oan bal ance to provide this yield percentage.

Jotal interest income for 12-nonth period

Aver age | oans out standi ng

The average outstanding | oan balance is sinply cal cul ated by adding
together the | oan bal ances for each month of the year and then div-

iding it by 12 Explain that if the |oans are at 12%the yield
percentage will be below that figure. Ask the trainees why this is

so0. Del i nquent or defaulted | oans woul d account for the differ-

ence.

If the yield figure is below 10.5% on 12% | oans, there shoul d be
i nvestigation for a serious delinquency situation. This yield fig-
ure can al so be conpared to the cost of capital to the credit

union, and it will then give an indication of the profitability.

Expl ai n that another interesting ratio is derived fromthe re-

[ationship of the total expenses to the total incone.

JTotal expenses

Total incone

The rati o expresses the percentage of the total gross incone used
to cover the cost of operation. Ask the trainees to predict the

effect on dividends of a high figure for this ratio.

Expl ain that another interesting relationship is found by relating
the total salary expense to gross income. The resulting percentage

shows how nmuch of the funds earned goes to pay Enpl oyee sal aries.

Total salary expense

Total incone

Expl ain that since salaries are a major expense to credit unions,
this figure should be watched carefully. A good tine to check this

figure is when enpl oyees' salary scales are revi ewed.

Explain that it has been shown repeatedly that the npbst successfu

credit unions are those with conprehensive education/pronotion pro-

gr amres. A good index of the amobunt spent on such programmes is
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derived fromthe rel ationshi p between educati onal expense and gross
i ncone.
Educati onal expense

Gross i ncone

Note that an anmount between 3% and 5% is consi dered adequate to in-
sure an effective program Ask the trai nees how nuch shoul d be
spent on an educational and pronotional programme if the gross in-

come is $12,000. Ask how the noney m ght be used?

Explain that an inportant ratio is the average sharehol di ng per
nmenber .
Total personal shares outstanding

Total adult nenbership

Thi s average gives an indication of whether or not the credit union

shoul d nount a share drive

But the figure takes on other significance if we break it into
groups, show ng the nunber of sharehol ders who have the | argest
per cent age of shares. Ask if this nunber is very small, and it
sonmetinmes is, what risk does the credit union run. As an exanpl e:

if 70 percent of the shares were held by 10 peopl e, what danger

woul d that present to a small credit union.

One way of reducing this threat to the credit union's staoility is
to offer termdeposits to the | arge sharehol ders, reducing the

l'i keli hood of their untinely w thdrawal of funds.

Nunmber of borrowers
Total adult nemnbership

Explain that this ratio shows the percentage of nmenbers using the
credit union for their borrow ng needs. In sone, a figure of
80-90% reflects a healthy use of the credit union, while figures of
bel ow 50% often indi cate that nenbers are going el sewhere for their
financi ng purchases. A Il ow percentage (1) indicates desirability

of a review of |ending procedures, and (2) the possible need for an

expanded | oan program
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Explain to the trainees that these ratios can be conpared to ot her
ratios in many interesting ways. For exanpl e, previous years'
ratios will show trends in each area. Further, conparison of
ratios with those of other credit unions in the region or with
other financial institutions can give a good index of the relative

strength of the institution.

Stress that trends and conparisons with other institutions can
have a strong inpact on policy decisions, show ng pl aces where
growt h can be expected or where problens may be hi dden.
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SESSION 6.1
THE BOARD OF DI RECTORS

hjective: To enable trainees to identify the role and re-

sponsibilities of a credit union's board of directors.
Tine: [ hour.
Material : Handout "Duties of the Board of Directors".

Exercise "Policy Exanpl es".
Session Qiide:
1) Point out that the course has so far dealt with the main functions

of a credit union - the nenber services (Topic 4) and the financi al
managenent aspects related to these operations (Topic 5). Suggest
that we now have the necessary background for a closer | ook at sone
managenent problens in a credit union. Explain that this session
will deal with the role of the board of directors, the foll ow ng
ones wll focus on sel ected managenent natters such as staff

managenent and pl anni ng techni ques. Finally, Topics 7 and 8 dea

with the work of the education and supervisory comittees

Renmi nd the trai nees what they have previously discussed as the
ideal qualities of board menbers; in that connection they
suggested a list of their main duties (Session 3.3 - The Role of

Vol unt eers) . Ask a trainee to read his list fromthat session.

Point out that it clearly shows the board responsible for the
general gui dance and control of the credit union's affairs. | t
deternines the policies and practices which bring all services of

the credit union to every menber.

Note that one itemin the list from Session 3.3 was "..... to decide
policies". Ask the trainees to give exanples of policy statenments
such as -

the interest rate on | oans shall be charged at the rate of 18%

per annum



- all loans shall be based on the follow ng: the menber is of re-

sponsi bl e character, he/she has the capacity to repay on tine,

and he/she has the collateral necessary to secure the |oan.

Rem nd the trainees that the specific responsibilities of the board
are usually detailed in a credit union's by-laws. G ve the handout
"Duties of the Board of Directors” to the trainees. Ask themto
reviewit (ten mnutes) and then to cite nore exanples of policy

deci sions included on the |ist.

Concl ude that the board is the policy-mking body. The board de-
term nes the "what" and the individual officers and/or the manager

determ ne the "how'

Di scuss how policies should be fornul ated. Enphasise that all pol-
icy should aimat maxi numuse of the credit union's resources for
the greatest benefit to all nmenbers. It should be positive and not
negative, liberating and not restrictive, specific but not too de-
tailed. The followi ng should be kept in nind when devel opi ng pol -

icy statements:

a) give policies tinme and careful thought;

b) determine the need for all policy statenents;
c) make policies |ong-range

d) state policies broadly;

e) put statements in witing and circulate themto all concerned

Divide the trainees into discussion groups of four to six. Di s-
tribute the policy exercise and ask the groups to conplete it.

When t hey have finished (after about 15 minutes), discuss the
answers given. Be sure to nention that especially where there is
paid staff, they nmust be careful not to set policies which are too

detailed or restrictive for nanagenent.

Refer again to "Duties of the Board of Directors". Ask t he
trainees if there is any iten included on which they would like to

have further discussion or clarification.
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Duties of the Board of Directors

The Board shal |

act upon applicants for nenbership;

determine the rate of interest to be charged on | oans (consi st-

ent with laws and regul ations of the given |ocale);

determine the interest rate to be paid on deposits (consistent

with laws and regul ations of the given locale);

limt the amount of shares and anmount of deposits tnat nmay be

owned by a nenber;
reconmend a dividend rate on shares to the nmenbership neeting;

fill vacancies occurring between annual neetings in the board
of directors, credit commttee, supervisory conmttee and edu-
cation conmmttee until the election and qualification of their

successor;

fix the maxi mum anount, both secured and unsecured, which may

be | oaned to any one nenber;
have charge of the investnent of surplus funds;

designate the bank or other financial institution in which the

funds of the credit union shall be deposited,

appoi nt the person who, along with the treasurer, shall have

joint control of the securities;

aut hori se the Enpl oynent of such person or persons as may be
necessary to carry on the business of the credit union and the

conpensation to be paid to those enpl oyees;

borrow or I end noney to carry on the functions of the credit
union (subject to the limtations of the | aw and regul ati ons of

the given | ocal e);
approve purchases of najor supplies and equi pnent;
establ i sh the busi ness days and hours of the credit union;

perform such other duties as the nenbers may fromtinme to time

require

perform such other duties as may be required by the | aw and

regul ations of the given locale.
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Policy Exanples

Your credit union wants to be sure that all |oan requests from menbers
be evaluated fairly and even have the right of review when necessary.

Assi gnment

- Wite a policy statement for |oan denial in your credit union.

You are a newy el ected nenber of the board of your credit union

You notice that all directors are conplaining that records (such as
financial statenments from previ ous years and nenber accounts) are
not being well kept; that is, they are either difficult to find or
are not stored properly, resulting in them beconing tattered and/ or

dusty.

Assi gnnent

- Wite a policy for vital records storage in your credit union.

- What should the board of directors do to ensure that the policy

will be applied?
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SESSION 6.2
BOARD AND NMANAGFVENT REI ATl ONS
hjective: To enable trainees to identify the areas of responsi-
bility of the board and managenent in the operation and
devel opnent of credit unions.
Iine: 1 hour.
Material - Exerci se "Board/ Managenent Rel ations".
Session Qiide:
1) Point out that it is very inportant that both the board and nanage-

ment recogni se who is responsible for what, so as not to duplicate

efforts and/or confuse the society's operations.

Enphasi se that, on the other hand, there are no hard and fast rules
for separating the roles of board and nmanagenent. The nost appro-
priate division is the one that works best for your credit union,
det ermi ned through di scussion and experi ence. I'n practice, four
variables tend to affect how board and nmanagenent will determ ne

their separate roles on the board/ nmanagenent team
- size of the credit union

- conpetency of the board;

- conpetency of mmnagenent;

- traditions of separating roles

Ask the trainees to try to identify the main differences between
the board and the managenent . Wite the headings of the table be-

| ow on t he chal kboard. Ask the trainees what are the nmain func
tions of the board and the nanagenent respectively, and to whom
each i s accountabl e. Conpl ete the table. Al so discuss and add the

dune- vi ewpoi nt .



Different Approaches of Board and Management

Factor Board Management

1. Functions establishes implements
policy policy

2. Accountability to membership | to board of

and the law directors

3. Time-viewpoint long-term short—term

Ask the trainees to give sone exanples of how responsibilities are
di vi ded between board and managenent in practice. This exanple re-

fers to their functions with regard to penher services.

The board of directors -

- decides policies to assure that the financial needs of nenbers
are net and that their financial interests as sharehol ders are

prot ect ed;
- deals with menber applications;

- approves budgets for nenmber education prograns.

TIhe menagenent -
- offers quality services regarding deposits and credit;

- provides advice and financial counselling

keep nenbers i nforned,
encourage nenbers to suggest inprovenments in services;

encourage nenbers to sit on the various committees of the board.

Di stribute the exercise. Have the trai nees work in beehive dis-

cussi on groups and give them 15 m nutes to conplete the exercise
In the discussion which follows include these points -

a) For situations involving the professional behaviour of em
pl oyees, the nmnager (or his designee if there is a |arge
staff) should be responsible. Al t hough the board may have

aut hori sed the Enpl oynent of a bookkeeper, it has charged the
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manager with the daily business of the credit union; he is

therefore the ultimte supervisor of all other enployees

b) The board al ways determ nes the rate of interest on nmenber de-
posits. OF course, the board may request a managenent study

upon which to base its decision

c) It is the board's responsibility to nake a recommendati on at
t he annual general neeting of nenbership as to how a credit
union's surplus may be utilised. Agai n, studies may be sol
icited from managenent to assist the board in fornulating its

r econmendat i ons.

d) Decisions regarding the investnent of surplus funds are nade by
t he board. Managenent shoul d, however, provi de an adequate

listing of options avail able.

eg) Only the board is authorised to approve the borrowi ng of noney

to carry on the operations of the credit union

It should be fairly obvious fromthe cases given that board and
managenent nust work as a team As ot her cases arise (and if de-
termined to be in the best interest of the credit union) the board
may al so choose to make broader policy decisions. (For exanple,
it could decide that a certain percentage of excess funds nust
al ways be deposited in the national |eague's central liquidity fa-
cility, or that the society could borrow up to x anount or % from
the | eague.) In this way policies facilitate tinely services to

nmenber s

Sum up the session by stressing that the separate roles of board
and managenent are interdependent. Teamwork is essential. Rem nd

the trainees of the four basic rules of teamork.
- Know your own role on the team

- Know the roles of all other team nenmbers.

- Know how t he team works toget her

- Have the desire to work together as a team
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Board/ Managenent Relatjons

For each of the exanples bel ow, note whether action called for should

be undertaken by the credit union's board, nanagenment, or both.

3)

The credit union's bookkeeper is consistently late for work.

Acti on:

Menmbers would like a higher rate of interest on their deposits.

Acti on:

The credit union has a very successful year and realises a |arge
sur pl us. It has been renting office space but could now build its
own of fioe

Acti on:

The credit union has $3,000 in savings and $2,500 in outstanding
| oans. A deci sion needs to be nade as to what to do with the $500
in liquidity.

Act i on:

The credit union has $2,000 in deposits from nenbers and $1,800 in
| oans out st andi ng. Requests for |loans which the credit conmittee
determ nes to be reasonable total $400. The credit union lends to
menbers at a rate of 18% per annum and can borrow fromthe nationa

| eague's central liquidity facility at a rate of 12% per annum It
has just received a circular letter fromthe | eague rem ndi ng al
affiliates that funds are available for liquidity needs.

Action:
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SESSION 6.3
PERSONNFI RECRUI TMENT AND SUPERVI S| ON
hjective: To enable trainees to explain the processes of staff re-
crui tment and apprai sal
Iine: 3 hours.
Material : Handouts "Job Description: Loan Manager"
"Information to be Included in a Job Descrip-
tion".
Session Quide:
1) Once a credit union is established, one of the nore inportant tasks

its board of directors is the hiring of staff and the organis-

ation of its work. Point out to the class that it is of utnmost im

portance to find the right people for managenent and ot her posts.
The snooth operation and progress of a credit union depends on the
capabilities and qualities of both the board nmenbers and the staff

they hire.

Ask the trainees how "job descriptions” can inprove the nanagemnent

of a credit union.

They hel p you eval uate existing work structures. Wth clear job
descriptions, work flow can be easily studied, duplication and
wast e spotted, changes in organi sati on nade, and del egati on of

responsibilities made nore efficient.

They hel p pl anni ng and devel opnent of the union. They specify
the desirable qualifications for a given job, so you can hire to
accommdat e t he necessary personnel needs of expansi on and
grow h.

They serve as reliable and objective criteria for assessing job

applicants.

They provide fair criteria for evaluating existing staff per-

formance and determ ning salary ranges.

They give confidence to Enpl oyees by letting them know what is

expected of them



- They acquai nt new enployees with the credit union's structure

and with their jobs in relation to the general organisation.

Distribute the two handouts. Ask the trainees to exani ne and com
pare them Then ask themto wite job descriptions for the jobs

they presently hold in their own credit unions.

When they are ready ask themto trade job descriptions with each
other, working in pairs. Ask each participant to critically study

his fellowtrainee's job description and point out what information

is lacking or unclear. Rewite the descriptions accordingly, the
two trai nees working together. Al'l ow up to one hour for the whole
exerci se

[After the session, collect the job descriptions, select the best
one for each function in a credit union and, if useful, make copies

and distribute themto the trainees as sanples.)

Ask the trainees how they think job descriptions mght be gener-
ated. Wite their suggestions on the chal kboard. Be sure the fi-

nal |ist includes:

- enpl oyee questionnaires

- supervisory questionnaires
- personnel records

- managenent and board i nput.

Ask the trainees how they go about finding suitable candidates for
credit union positions. Rem nd them that the right applicants have
to be sought and that a manager often has to be a sal esperson to
secure the right individual. Ask themto recall how they were

first contacted. The list of resources should include

adverti senents

- contact with schools
- friends
- referrals from present enpl oyees

- review of previous applications.
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Explain to the participants that after they have received the ap-
plications for a job and have del eted peopl e obviously | acking the
qualifications needed, they would probably rely on interviews for
the final selection. The interviewwill give themthe answers to

questions they have, will give themindications of the applicant's
personal behavi or patterns and attitudes, and will allow the appli -

cant to learn nore about the job

Note points which the interviewer mght like to focus on
- work history
educati on
- training
- health record

- personal anbitions.

Ask for volunteers to performa role play, one to act as president
or other officer of the board, the other as applicant for a vacant
post in the credit union. (The vacant post should preferably be
the one for which "the president” hinself has witten a job de-

scription in the precedi ng exercise.)

(As a witten application normally woul d be available in this situ-
ation, ask the two players to | eave the classroom for about ten
mnutes to make up for this. The "applicant" shoul d now give the
"president” the information he nornally would have submitted

through his application, i.e. data about his education, previous

enpl oynent, etc.)

While the actors are out of the room instruct the rest of the

class as to how to evaluate the performance of the interviewer.

- Do his questions appear to have bearing on the subject or are

they irrel evant?
Do his own prejudices or feelings come out strongly?

I's he encouragi ng and cheerful and trying to help the candidate

feel at ease and to show his best?

Does he listen or talk? (An interview should be at | east 80%

occupi ed by the interviewee talking.)



- Does he probe the interviewee's points of weakness or ignorance

or does he encourage himto show what he coul d do?

- Does he appear interested in the applicant and anxious to help

himfind a position which is suitable for hinf

- Is the interview well controlled and structured?

Call in the role players and ask themto performthe interview al-
|l owi ng themup to 15 m nutes. Ask the other trainees to record

their observations.

After the play, ask the "applicant"” to comment.
- Did he feel he had a fair hearing?
- Did he have opportunity to ask questions about the job?

- Did he feel that the interviewer tried to put himat ease so

that he could give his best?

Did the interviewer nmanage to bring out any disabilities or
other matters which the applicant wanted to conceal ?

Repeat the questions nentioned under (7) above and ask the other
trainees to conment on the interviewer's performance. Di scuss and

sum up the major points to renenber when doing an interview

Ask the trai nees what can be done to devel op an enpl oyee's poten-

tial. Consider the factors bel ow, noting them on the chal kboard

Orientation. How wi Il an enpl oyee be first acquainted with his
new job? Wth his responsibilities and benefits? Wth his re-
lationship to the general structure of the organisation? WII

this orientation begin the first day? The first week?

Tr ai ni ng. What training will the new enpl oyee be expected to

undergo? WII he receive support and opportunity for practice?

Super vi si on. (O ose supervision is usually necessary in the
early stages of enpl oynent. Later it can be relaxed, but it

will always be needed on sone |evel

Gi evance procedures. Enpl oyees shoul d have both individual and
group access to nanagement to express their views on working

condi ti ons and other such matters that arise in the nornal
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course of every business. QOpen comuni cation is equally im

portant to nmanagenent.

Ask the trainees how they think performance appraisal night ben-

efit staff nmenbers. Have t hem di scuss performance apprai sal as a
val uabl e tool for nmanagenent as well, setting goals and tinetables

and eval uating previous achi evenents.

What points would the trainees |ook for in appraising the perform

ance of an enpl oyee? Li st their suggestions on the chal kboard.

These m ght incl ude:
- the extent of the enployee's know edge of procedures;

. the inpression created by his appearance, nanner and person-

ality;
- his ability to adapt and adjust to new i deas;
- the enthusiasmand pride he denonstrates in his work;

- his ability to achieve specific goals and results.

Explain to the trainees that appraisals should be conducted regu-
larly, possibly co-ordinated to salary increase periods. They
shoul d be done unhurriedly and in private. Performance shoul d be
judged wi thout prejudice, with a focus on results, not person-
alities. Performance goals (closely related to job description) -
and the extent to which they are attained - are at the heart of

any apprai sal .

Ask the trai nees why enpl oyee retention is inportant to credit
unions. What are the costs of replacing an enpl oyee? How can re-

tention be fostered?
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11)

12)
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course of every business. open comruni cation is equally im

portant to nmanagenent.

Ask the trainees how they think performance appraisal m ght ben-
efit staff menbers. Have them di scuss perfornmance appraisal as a
val uabl e tool for managenent as well, setting goals and tinetables

and eval uating previous achi evenents.

What points would the trainees | ook for in appraising the

performance of an enpl oyee? List their suggestions on the chal kboard.

These mi ght incl ude:
- the extent of the enployee's know edge of procedures;

- the inpression created by his appearance, nmanner and person-
ality;

- his ability to adapt and adjust to new i deas;
- the enthusiasmand pride he denonstrates in his work;

- his ability to achieve specific goals and results.

Explain to the trainees that appraisals should be conducted regu-

larly, possibly co-ordinated to salary increase periods. They
shoul d be.done unhurriedly and in private. Performance should be
judged wi thout prejudice, with a focus on results, not person-
alities. Per formance goals (closely related to job description) -
and the extent to which they are attained - are at the heart of

any apprai sal .

Ask the trainees why Enployee retention is inportant to credit

unions. What are the costs of replacing an enpl oyee? How can re-
tention be fostered?
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JOB DFSCRIPTION:  Loan Manager
POsiti
Loan Manager
Supervisor
General Manager
Authority over people
may engage, dism ss, and discipline all |oan department staff, sub-
ject to the credit union policies and practices. Cannot di smi ss

i mredi at e subordi nates without prior approval of imredi ate super-
visor. My direct the activities of any clerical staff assigned to
assist in the performance of functions for which the | oan manager

is responsible

. [ .
1. To expand | oan operations.

2. To process |loan applications prior to and after presentation to

the credit conmmttee.

3. To ensure the collection and recovery of all outstanding | oan

noni es

: I ihiliti

1. To report to the credit committee on findings resulting from

t he processing of each | oan application.

2. To report on lending operations in witing each nonth to the
general manager, specifically for guidance and direction on

matters of policy and on specific cases.

3. To confer with the bookkeeper on matters concerning the dis-

bursenment and coll ection of |oan funds.

4, To confer with the personnel officer on matters concerni ng non-

clerical staff.

5. To devel op and expand | oan operations, to conduct persona

i ntervi ews.

6. To collect overdue accounts.



7. To design and docunent | oan-processing procedures.
8. To establish effective procedures within the credit union
policies
9. To develop and maintain a sound working relationship with the
menber shi p.
10 To devel op a conpetent | oan department staff.
1. To contribute to and operate effectively within the managenent
t eam
Standards of performance
1. Miintain a satisfactory record of collection of overdue ac-
counts.
2. Develop the lending operation to, or beyond, a predeterni ned
rate of growt h.
3. Mintain efficiency and speed in the processing of |oan appli-
cations.
4. Maintain a high standard of tineliness, clarity and conpl ete-
ness in reports.
5. Develop and maintain a satisfactory working relationship with
the menber shi p.
6. Devel op a conpetent |oan department staff, as needed.
7. QOperate effectively within and nmake contributions to the man-
agenent team
8. Devel op his own personnel and managerial skills
9. Develop and maintain effective relationships with other credit

uni ons, co-operative organi sati ons and busi nesses.



Job title

Job code

Job status

Reports to

Super vi ses

Primary functions

Duties and
responsibilities

Sheet 5

I nformati on concerning the job

A nane given the job that is readily understood
by persons fanmliar with credit uni ons

| eagues or other financial associations.

A designation for the job that locates it in a

specific category of credit union positions.

Refers to whether a job is exenpt or non-
exenpt fromthe |legal requirenent to pay for

overtinme.

I ndi cates the direct |ine of supervision up-
ward, the job title of person directly super-

vising the given position.

Indicates the direct line of authority dowy-

ward, the job titles of persons supervised bythis position

Alisting of the nost inportant general task
of this position in the credit union's overal

oper ati ons

Alisting of the specific activities of this
position. (For exanple, the action expected
with regard to nmenbership lists, docunents

cash or loan transactions, and/or record veri -

fication.)
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. I nformation concerning prerequisites for job

Educat i on

Pr evi ous wor k

experience

O fice equi pnent

skills

Desirable traits or

characteristics

Generally, the nmininumlevels of formal edu-

cation required for the job (that is, secondary
school diploma, area of study, year degree
grant ed). It may al so nmean ot her specialized
or in-house training, semnars attended and/ or

other simlar studies.

The specific jobs held earlier including
titles, tinme spent in each and type of occu-

pation

M ni mum proficiency levels on specific office
equi prent or in office skills (for exanple,

typing or dictation).

Personal traits (such as good judgnment, in

itiative, innovative thinking, trustworthiness
and good concentration).

Interpersonal traits (such as pl easant conver-

sationalist, tact and courtesy).
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SESSION 6.4
SETTI NG OBJFCTI VFS
hjective: To enabl e trainees to decide upon and wite realistic
objectives in terms of specific outcones.
Tine: 1 1/2 hours.
Material Case-study "Nalp Credit Union".
Handout s "Q@uidelines for vVriting objectives".
"Action Verbs".
Session QGuide:
1) Explain to the trainees that the foll owi ng sessions offer a system

atic step-by-step approach to credit union planning.

Define the neaning of "planning":

- Planning invol ves thinking through,

wants to acconplish and how it m ght

plan is a mental

in advance, just what one

be done. I n essence, a

pi cture of future acconplishnents.

Ask the trainees what steps are involved in the process of planning

and i nplementing an activity.

boar d.

Wite their

responses on the chal k-

These shoul d include the points listed here, in this se-

quence.

1 -
2 -

3 -

Determne and wite objectives
Decide priorities of objectives
Devel op an action plan (i.e. how

you will neet the objectives)

Conduct a pilot test of the plan
Modi fy the plan, if necessary

| mpl enent the plan

Monitor the plan in action

Eval uate and repl an

PLANNI NG PHASE

| MPLEMENTATI ON PHASE

EVALUATI ON PHASE



Explain to the trainees that in a planning situation (whether that
be pl anni ng programmes, finances, organisation or education) there
are three general phases: Planning Phase, |nplenentation Phase and
Eval uati on Phase. Add these words to the above display on the
chal kboar d.

Explain to the trainees that this session will focus on the first

two steps - setting the objectives and their priorities.

Bnphasi se here that the first step in the planning process is the
early clear identification of outcones which the planning activity

hopes to produce.

- Well-witten objectives are extrenely inportant because it wll
be these to which evaluators will refer during the Eval uation
Phase to deternine how successfully the plan nmet, or did not

neet, its goals.

Ask the trainees to suggest guidelines to followin witing objec-
tives. Put their answers on the chal kboard; then distribute the
handouts "Guidelines for Witing an Cbjective" and "Action Verbs"

Distribute the Nalp Credit Union case-study to the trainees. Next ,
have them form worki ng groups of four or five. Tell themthat in
the Nalp Credit Union exanple, step one of the planning process
(deciding and witing objectives) has been conpleted for them
Their task is to critique the objectives which have been witten.
Instruct themto change or nodify them as necessary, so as to neet
guidelines for witing objectives. Al l ow 20 minutes for their

wor K.

Reconvene the class and ask each group to read its nodified ob-
jective A Di scuss and agree on the best possible wordi ng which
meets all the requirenents listed in the "Guidelines for Witing an

Obj ective".

Continue in this way for objectives B, C and D. Make sure that the

trai nees copy the objectives for use in a |ater session.
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* Wite it internms of 'desired results or outcones'. Speci fy what
wi Il be done, or learned, as a result. There should be a clear picture
of what has to occur before the objective is conpleted
¥ Use a 'normor standard' for judging success. There shoul d be a

singl e, neasurable way of determ ning when the stated objective has

been acconpli shed

* Use a specific '"tinme frame' or deadline. It is inportant that
either the objective or the action plan explicitly state when the ob-

jective shoul d be conpl et ed.

% Make the objective 'realistic' or attainable. Consi dering the
avai |l abl e human and other resources (e.g. tinme, budget, nature of the
organi sation, location, field of nenmbership), is it realistic to expect
that the objective has a chance of being conpleted? It is all right to
set high goals, but keep themw thin reach of what is realistically at-

t ai nabl e.

* Make the objective 'understandable'. As witten, it should clearly
cornmunicate itg intent to anyone who reads it. Wthout further expl a-
nati on, reading the objective should be able to understand what has to

be done, in what area, and when it should be conpl et ed.

* Wite it in terns of changes in behavior.

* Wite it using "action" verbs rather than "vague" verbs.

g I f ohj . :
- To increase nmenbership as nuch as possible. (A usel ess objective.)

- To increase the nenbership of ABC Credit Union from 87 nmenbers at
present to 100 nenbers by the end of August this year. (Thi s obj ec-

tive is useful for planning and eval uati on purposes.)



state

wite

dr aw

post

conpare

intervi ew

or gani se

|ist

create

make

identify

sort

defi ne

expl ai n

denonstrate

draft

conduct

descri be

choose

reconcil e

devel op

revise

buil d

point to

know

under st and

bel i eve

f eel

appreci ate

l'ike

conpr ehend

enj oy
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The Nalp Credit Union was established five years ago in a relatively
| arge comunity of 10,000 in the town of Nal pon. The common bond is
enpl oynent at the Snoket Tobacco Pl antation. The plantation presently
enpl oys 900 workers, of which 200 are currently credit uni on nenbers.

Just two years ago, when the credit union converted from vol unteer
staff to paid staff, it had 250 nenbers and was growing at a rate of 50
nmenbers per year. While the local econony is healthy and the credit
uni on stable, the board of directors is at a loss to explain the rapid

| oss of nenbers.

The foll owi ng objectives have been identified to address the probl em

of the drastic loss of menbers in the past two years:
A - revert back to volunteer staff as soon as possible;

B - begin a pronotion programe to increase nenbership when noney is

avail able to do so;

C - establish a plan to nonitor activities of staff for possible

answers to the loss of nmenber problem

D - use a questionnaire to gain understandi ng about how nmenbers feel

about the services being offered by the credit union.

Assi gnnent

Rewrite the objectives |isted above, so that they neet the "Guidelines

for Witing Objectives" (see separate handout).
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SESSION 6.5
DEVEL CPI NG AN ACTI ON PLAN

hjective: To enable trainees to devel op an action plan based on

obj ecti ves.
Tioe: 1 1/2 hours.
Material . Exercise "Cbjectives and Action Steps".

Charts "Action Plan" (two for each trainee).
Session Quide:
1) Tell the trainees that devel oping an "action plan" is deciding what

it is that you will do to inplenent your planning thus far, (i.e.

what can you actually do to neet your objectives and priorities).

Expl ain that the rel ati onshi p between objectives and action pl ans
is basically the difference between where you are now and where you
would like to be in the future. If there is a gap between these
two areas, the first step toward bridging it is to specify what you
want the future to | ook |ike. You state this in your obhjectives.
Next, you lay out in a prioritised step-by-step fashion the series

of events that are needed to successfully acconplish your obj ec-

tive. This is your action plan.

Prioritised objectives provide a basis for a work plan. They out -
line the work or action plan of the credit union for the com ng

year or other specified time period.

Have the trainees divide into the sane groups as in the previous
sessi on. Distribute the exercise "Objectives and Action Steps” and
the bl ank "Action Plan" charts. I ndi cate that the trainees may use
this or any other format they choose to devise their action plans.

Allow up to 30 minutes for the assignment, then have the groups re-
convene and present their lists of action steps, which may | ook

i ke these.



bj ective B - Action steps

I - Design poster.

2 - Draw poster.

3 - Select printer.

4 - Have 25 posters printed.

5 - Decide location for posters.

6 - Get pernission to display posters.
7 - Display posters.

bj ective C - Action steps

Il - Research simlar programmes in other areas or other organis-
ations.

2 - Develop first draft of progranme.

3 - Have draft reviewed for comments and nodifications.

4 - Mdify draft according to comments.

5 - Conduct pilot test of programe.

6 - Mdify according to results of pilot test.

7 - Run programe.

8 - Evaluate programe results

9 - Modify programme according to evaluation inprove results next

time it is run.

Invite the trainees to comment and criticise the lists. Sone ques-

tions to address are:

- Is the plan clear enough to all? Does it need further clarifi-

cation?
- Does the action plan seemrealistic and attainabl e?
- Wiat, if any, problens are evident in the plan?

- The person responsible for the plan may have to solicit help
from ot hers. How has this been allowed for?
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Assi gnnent
Bel ow you find one objective (A) and a list of "Action Steps" to neet
it. Using this as a nodel, plan simlar action steps for objectives
(B) and (Q).
oj ective A -

By April 1, 19XX, the Education Conmttee will have identified and re-

ported member education needs.

Dat e

Action Steps: Responsible conpleted
1. Choose 1 person to be Oficer-in-Charge The board 1.6

(O C of this survey.
2. Decide upon nethods to use for assessing

nmenber educational needs. ac 15.6
3. Try out and test the nethod to be used. ocC + 25.6

Educ. Com

4. Modify the nmethod according to results of

the test. - " 30.6
5. Carry out the assessnent of nenber acC +

educati on needs. Educ. Com 15.7
6. Evaluate and anal yse results. -t 20.7
7. Report findings to the board of directors. ac 11.7

Obj ective B -

To pronote credit union nenbership at the Snoket Tobacco Pl antation by
putting up 25 posters about the benefits of credit union nenbership by
May 1, 19XX

oj ective C -
To devel op and i npl enent a cash handling training progranme for paid

and unpaid staff by June 1, 19XX
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Action Plan

Objective:

3

Action Steps Person Starting Completion Comments
Responsible Date Date
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SESSION 6.6
| MPLEMENTI NG THE PLAN

hjective: To enable trainees to recognise, describe and resol ve

potential problems in plan inplenentation, and to re-

cogni se the inmportance of nonitoring the activities.
Time: 1 1/2 hours.
Material : Action plan "Survey - Menber Services"
Session Quide:
1) Tell the trainees that inplenentation of a plan nmeans naking the

actual outcones agree with your objectives. Specific applied ef-
fort is needed to bring about these outcones. Good i npl ement or s
make things happen. They don't just let them happen! I mpl enent i ng

a plan is a matter of doing what one has been planning to do. It

is the actual physical carrying out of the plan.

Tell the trainees that an inportant step in plan inplenentation is
conducting a pilot test. Apilot test is a "trial run" or a "test"
of the plan before "actual" or "real" inplenentation. The pil ot
test involves recruiting a small nunber of volunteers who are asked
to judge the effectiveness of the plan and suggest nodifications

for inprovenment before the plan is inplenented on a | arger scale.

Explain that it is usually through conducting a pilot test that er-
rors or unforeseen problens are discovered. Negl ecting this step
in the planning process nay make it difficult and sonetinmes inposs-

ible to inplenment the plan.

Tell the trainees that they will now study "what can go wong" in
inplementing a plan.  For this purpose they will use one of the ob-
jectives discussed earlier. Remind themof Session 6.4, when they

were asked to rewite objectives like this one for Nalp Credit
Uni on:



- "Use a questionnaire to gain understandi ng about how nenbers

feel about the services being offered by the credit union."

Remi nd the participants that a vague and unprecise objective is the
first barrier to inplenenting plans. Recal |l how they tried to im
prove this objective in Session 6.4. They nmay have produced sone-
thing like this:

- "Devel op and reproduce a questionnaire to be distributed to
credit union nmenbers for suggestions for inprovenents in nmenber
servi ces, the results of this survey to be presented and ana-
lysed by April 30."

Distribute the "Action Plan Survey - Menber Services". Tell the
trainees that the Nalp Credit Union appointed an officer to be in

charge (O C) of this survey, and that he outlined this action plan

Ask the trainees to discuss, in the sane groups as before, what
could go wong in this plan. They should identify three "bar-
riers" (difficulties or flaws) which could occur to inhibit or de-
lay the inplenentation of the plan. Al'l ow 20 m nutes for group

di scussi ons.

Reconvene the class and | et each group report its answers. Indi-
cate in the action plan on the chal kboard where the difficulties

may appear, according to the groups' opinions.

Go through the list of action steps again and di scuss what should

be done to elimnate the difficulties. For each problem foreseen

rai se the followi ng questions:
- Wiat is the reason for the possible probl en?
- What could be done to elimnate it?

- What should do this?

The exanpl es bel ow nay serve as guidelines for the discussions.

Probl em Step 3 - The questionnaire is not a good enough in-
strunment for this survey and does not serve its pur-

pose. (The questions are too few or too many, are not
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rel evant, or are confusing, so that answers will not be

useful .)

Solution: The OC nust see to it that the person(s) preparing the
questionnaire is capable of this task and able to neke
use of Steps 4 - 7 to inprove the design. The O C and
the board shoul d check the final questions before Step 8

begi ns.

Probl em Step 9 - The printing is del ayed.

Solution: The O C should neke firm agreenents in advance with a
printer, follow up and check that the forns will be de-
li vered as promi sed, or collect the forns fromthe
printer. In case the printer still fails to carry out
his prom ses, the O C should have an energency plan for

qui ckly printing the fornms.

Probl em Step 11 - Menbers fail to answer and/or return the

guestionnaires.

Solution: This step is crucial; for the survey to be meaningfu
it is necessary to set a realistic target for return
(e.g. 30% of the questionnaires, at |east). It is
therefore inportant that the general strategy decided in
Step 2 is suitable and efficient. The board, or sone
specialist it may appoint, should therefore check the
strategy after Step 2. Step 11 should then be closely

nonitored by the OC to ensure optimal result.

Point out that the "barriers" can be of different types, as in the
rel evant exanpl es. Sone may be caused by | ack of know edge, skil
and experience, others by sinple carel essness or general m smanage
ment . Refer to the introduction to the session and reiterate that
it is not enough to have a nice plan; it will cone to nothing if
the officers, managers and staff of the credit union do not mnake

the effort to inplement it.

Di scuss how the board or the nanagenment of a credit union can make

sure that an activity plan is properly inplemented. Try to elicit

these inportant factors.



The board shoul d ensure that -
- objectives are set and witten in a proper way;

- activity plans are properly outlined, stating who is responsible

for each step, and the dates for conpletion

the inplenentation of the plans is closely nonitored.

Ask the trainees to think about the |last-nentioned item "moni t or -
ing". Ensure that the trainees define it as "observing", "checking
the progress”, "making sure the activities are being carried out as

pl anned" or something simlar.

Ask the trainees to assune that they are on the board of the Nalp
Credit Union and that they have appointed an O C to carry out the
survey about menber services, using a questionnaire. Ask the
trainees to | ook again at the action plan and tell when and how
t hey, as board nmenbers, would nonitor the inplenentation of the

plan. Possibl e suggestions:

Wen How

After Step 2 Request the O C to present the strategy in a board

neeting

In Step 7 Have sone board menbers take part in the pilot
test.

After Step 8 Request the O C to show the final questionnaire to
t he board.

In Step 10 Spot check that menbers receive the questionnaire.

Rem nd the trai nees about Session 6.2 on the rel ati ons between
board and managenent. Enphasi se that "nonitoring" does not mean
interfering in the actual job of a manager or anyone el se who has

been given the task to inplement a certain plan.
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Action Plan: Survey - Menber Services
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Dat e

3

Res-p-o-n-s-lj-l—a‘ leﬂ_e.t_ed.

The board to assign responsibility for

the survey. The board

Deci de the general strategy for the
survey (information, distribution sys-
tem collection/reception of question

nai res, evaluation, etc.). ac
Design a draft questionnaire.

Make prelimnary arrangenents for the
printing of the questionnaire (check

costs, delivery tinme, etc.). ac

Have the draft questionnaire revi ewed

for comments and nodifications.

Prepare ten copies of the question-

naire for a pilot test. ac

Try out the questionnaire on 10 nmem

bers (pilot test).

Anal yse the result of the pilot test,
nodi fy the questionnaire if necessary.

Print 270 copies of the questionnaire. ac

Di stribute the questionnaire to all

nmenbers and ex- nenbers. A C+t eam

Col | ect/recei ve the questionnaires. A C+t eam

Go through answers; conpile the re-

sults in a report. ac
Present the results to the board. ac

The board to anal yse the results and

deci de on followup action. The board

10. 2

20.2

25.2

25.2

27.2

28.2

22.3

15. 4

30.4



education and promotion

topic

-

Session 7.1 Educational Activities

Session 7.2 Promotional Activities
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EDUCATI ONAL ACTIVI TI ES

hjective: To enable trainees to explain the benefits of having an

i nfornmed menbership and to define and describe the role
and responsibilities of a credit union's education com

mttee

2 1/ 2 hours.

Material . Questionnaire "Menber Survey".

Case-study "Erawa Credit Union".
Rol e play briefs.

Sessi ide

Rem nd the trainees that a great deal of responsibility for the
managenent of a credit union lies with the nenbership. Menbers of
a credit union nust be able to elect their own officials, with the
expectation that their choices will be w se ones, and take re-
sponsi bility for their own actions. In order to best do this mem
bers nust be kept continually inforned. Gt her inportant reasons
for education and information are to help nenbers fully utilise the
services of their credit union and to encourage other people to

join and profit by the same services.

The job of ensuring that nmenbers are informed is that of the edu-

cation comm ttee.

Explain that the education conmttee is usually elected by the mem
bership at the general neeting, although in sone cases it may be
appoi nted by the board. The committee usually has three nenbers
(more if the society is |arge enough), of which one is generally a

menber of the board.

Ask the trainees whamthey think the education conmttee should be

concerned about "educating." List their suggestions on the chal k-

board and i ncl ude:
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- nenbers
- potential nenbers
- elected credit union officials

- influential persons in the community.

Ask for detailed suggestions as to why the nembers should be in-
fornmed and educat ed. Wite these on the chal kboard and ask the

trainees to copy the Ilist:

- to encourage the wise use of credit;

- to encourage attendance at neetings;

- to learn about the benefits of savings

- to learn about the credit union's services

- to encourage participation in the election of officers;
- to realise nenbership responsibility;

- to provide opportunities for getting acquainted with new nem

bers;
- to provide an awareness of other related socio-econonmc affairs;
- to strengthen the comon bond of the credit union

- to constantly remind nenbers of the advantages of using their

credit union - only in this way can it grow,

- to contribute to society by educating the individual in the man-

agenent of socio-economc affairs.

Ask each trainee to study this list and to select the three nost
i mportant reasons for menber education. After five minutes, ask
how nmany trai nees have included the first itemin the three nost
i mportant reasons, the second item and so on. Note the responses

on the chal kboard 1|i st.

Di scuss the outcone of this survey of the trainees' opinions.

Point out that it is inpossible to state generally what is nbst im

portant. This will vary fromone credit union to another. This

exercise just confirns that it is necessary to consider carefully
what topics should be given priority on a menber education pro-
gr anme. Consequently, one problemfacing the education commttee

is to find out what information the nmenbers need
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6) Ask the trainees to nmention sonme nethods of identifying what the
nmenbers need to | earn nore about. Responses mi ght include sone of

the foll ow ng:
- use a witten survey or questionnaire;

- have credit union enpl oyees ask nenbers questions while trans-

acting business;

- have officers and comm ttee nenbers of the credit uni on each

interview a nunber of nenbers;

- identify those services nost and | east often used by the nem

bers.

7) Distribute the "Menber Survey" as an exanple of one nethod of as-
sessing the menbers' need of information. Discuss what other itens
m ght be included in such a questionnaire and how it might be im

proved.

8) Remind the trainees that they have identified three other groups,

in addition to nenbers, who should be given information about the

credit union. Ask themto give some argunents why the group "po
tential nmenbers" should have informtion. Try to elicit these
poi nt s:

- Potential nenbers need to know what the benefits of a credit
union are. It cannot be assuned that people outside the society
are as aware of its services as nenbers. A programe is re
quired to stinulate interest in the credit union and its ben-
efits and should lead to a desire on the part of non-nenbers to
join. An invitation to join (through, for exanple, a brochure
printed by the national |eague) should give all the necessary

i nformation, but notices and posters should be brief.

9) Ask for conments on the need for education of "elected credit union

officials".

- Gven the volunteer nature of elected positions and the turnover
due to elections, board and comrittee nenmbers nust constantly
keep up with the requirenments of their positions. CGeneral ly
programres are offered by national |eagues, but these may only

be for one or two menbers of each el ected body. Responsibl e de-

cisions, to the benefit of all nenbers, can only be made if al
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el ected officials are given the opportunity to enhance their
know edge and skills.

Ask why the credit union should care about information to "in-

fluential persons" in the comunity.

- Acredit union's community nmay be a village, a town, a place of
enpl oynent, or an associ ation. Each of these has its | eaders
and they should be encouraged to join and support the credit
uni on. The credit union's autonony nust always be naintai ned,
but such persons shoul d be kept informed of its progress and
sonetines even invited to neetings as observers. | deal |y,
uni on support will result fromsuch efforts, but at |east nega-

tive reactions can be reduced.

Explain that the work of an education conmttee is to establish a
programe for the year that will reach all of the groups just
naned. Such a programre shoul d i nclude carefully planned events
and activities. Sonme of these are ordinarily schedul ed, such as
general neetings and International Credit Union Day (the third
Thursday in Cctober). However, others nay be posters, talks with

groups in the area, representation on comunity progranmes, etc

Poi nt out that the education committee will have to apply the
pl anni ng techni ques di scussed in previous sessions (setting clear

obj ectives and working out activity plans, etc.).

Wth such a progranme in hand, the comrittee can then proceed to

see whether or not it will need any funds.

Distribute the case on Erawa Credit Union to the trai nees and al -

low thema few mnutes to read it.

Expl ain that they will now draft an education programre for next

year for Erawa Credit Union. Divide the class into four groups
and instruct each contingent to outline an information education
programe for one of the target groups identified before (nenbers,

potential menbers, elected officials of the credit union and in-
fluential persons in the community). They should suggest the pur-

pose of each activity, howit will be organi sed, what neans

(medi a) of communication will be used and the approxi mate cost of
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the programme. They cannot go into detail, as they will have only

about 30 minutes for their work.

When the groups are ready, call one representative fromeach group
to the platform Tell themthat they are now the credit comittee
of Erawa, and that they are now going to present their proposals
for next year's education programme to the board of directors.
Tell the other trainees that they are nowto play the roles of the
directors. They will have to critically assess what the education
comi ttee suggests. To ensure that the "directors” will be criti-
cal enough, give sone of themthe directors' role play briefs and

ask themto act accordingly.

Start the neeting. Ask the education committee to put forward
its proposals, one target group at a tine. After each presen-
tation, invite the "directors" to coment and question. Ascertain
that each proposal is properly assessed through the follow ng

questi ons:

I's the proposed activity actually needed? What will be its re-
sult? Are its costs justified?

Are there any bhetter ways to inplenment the needed information/
education activity?

Concl ude the neeting by discussing and voting on the question

whet her or not an education fund should be established.

Explain that a credit union's education conmittee should conduct
periodic evaluations of its activities. Sone of the basic ques-

tions to be discussed and answered are:
were activities carried out as planned?
What ot her activities could have been carried out?
How can education efforts be inproved?

What indicators are there that any of the four target groups
are now nore informed about the credit union? (Does the credit
uni on now have nore menbers? Are nenbers depositing nore
savings? |s the credit union realising a better return on mem

ber savi ngs, because nore noney is being borrowed and repaid

prompt|y?)
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Such an assessnent should result in even better and nore effective

progr ames.

In conclusion, renmnd the trainees that on-going education is one

of the credit union operating principles.
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Menber Survey
To: Credit Union Menbers
From Credit Union Education Comittee
Re: Credit Union Menber Education Programes

We need your hel p. We are in the planning stages of an Education
Programme designed to keep nmenbers inforned of credit union services,

policies, and operating guidelines.

This programe is for YOU Pl ease take a few m nutes of your tine
to conplete this survey and TELL US what YOU want included in an Edu-
cation Programme for Menbers. Thi nk about what you as a credit union
nmenber want or need to know, or to know nore about: credit union ser-
vices, credit union policies or conmmittees, credit union operating
gui del i nes, or whatever else is inmportant to you as a nenber. Renmem
ber, WE RE HERE TO SERVE YQU!

1. Credit Unior Services I would like to know more about:
Budget Counselling
Savings Accounts
Business/Personal Loans
School Ioans
Payroll Deduction

Other Services:




2. Credit Union Policies/Committees/Operating Guidelines I would like
to know more about:
a. Type(s) of Policies:
lending
Insurance

Other Policies:

b. Type(s) of Committees:
Board of Directors
Supervisory Committee
Credit Committee
Education Committee
Promotion Committee

Other Committees:

c. Operating Guidelines:
Hours of Service
Membership Field
Others:

3. Other Information:

Social Activities
Other:
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The Erawa Credit Union has been in existence for five years. Si nce
that tinme menbership has grown from25 to 300 and savings from $400 to
$16, 500. Its common bond is Enpl oynent at a rubber plantation. The
pl antation presently enploys 500 workers and will extend to enpl oy

anot her 300.

Last year, for the first tune, the credit union realised a surplus and
was able to pay a dividend (of a total of $600) to its nmenbers. It
does not yet have any paid staff, but is given office space by the
pl ant ati on owners. Present nmenbership is satisfied with services of -
fered, although the percentage of nenbership attending quarterly gen-

eral neetings has been constantly declining over the past two years.

A year ago, follow ng strong suggestions nade at a general nenbership
nmeeting, Erawa Credit Union's board of directors approved the creation
of an education conmittee. This committee consists of three nenbers,
two of whom were elected at |arge (non-board nenbers), while the third

was el ected by the board from anong the directors.

After reviewing the credit union's recent and potential growth, the
education committee would like to reconmend that a 5% education reserve
fund be established fromincone in any given year, in order to ensure
that nenbers are kept constantly aware of the services offered by the

credit union, as well as the role(s) which they may be expected to

pl ay.

A regul ar board neeting is called, at which the education conmttee is

invited to present
a) the education programe for next year, and

b) to nmake its recommendati on about the education fund

Several of the board menbers do not see a reason for regularly setting
asi de i ncome which would be specifically targeted for educational pur-

poses, given the credit union's dynam c growth over the past few years.



Assi gnnent

Draft an information/education programre for next year for Erawa Credit

Uni on, for one of the follow ng groups:

a)

nmenbers
potential nenbers
el ected officials

i nfluential persons in the comunity.

not go into details, just propose briefly

what progranmes and activities you would like to arrange - the

pur pose of these;

how these activities wll be organised - what neans  of

comuni cations (nedia) you will use

t he approxi mate cost of the whol e programe.
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Role Play Briefs

cut here

You are one of the directors of the Erawa Credit Union. You are anmazed
at how quickly the credit union has grown, and you believe that the
mai n reason is the good work of the | eaders/comrttee nenbers. The
word got around Erawa very qui ckly about the good services and benefits
of belonging to the credit union, and many people wanted to join. Wy
shoul d you waste noney on canpaigns and printing leaflets, in a smal

community |ike Erawa everyone will |earn anyhow about anything going on

very quickly.....
cut here

You are one of the directors of the Erawa Credit Union. This new i dea
about an education fund worries you. What can you offer the old | oya
menbers, for instance, in the formof "education"” and information? Do
they really need to | earn anythi ng nore about your credit union?
Wuldn't it be better to avoid this expense and |l et the nenbers benefit
froma higher savings dividend or bonus instead? You support only ac-
tivities that will "pay off" for the credit union, thinking there

shoul d be realistic cal culati ons of costs and benefits.
cut here

You are one of the directors in the Erawa Credit Union. You think that
it is necessary to have a dynam c and effective educati on progranme,

but you have seen some bad exanpl es:

- Last year, for instance, they showed a fil mabout sharks, it at-
tracted a | ot of people to the neeting, but it was a mistake to show
it as an introduction - nost people left imediately after the film

show. . ...

- A four-colour leaflet about credit unions was neant to be used in a
study course, but was apparently nore used to nake cornets for pea-

nuts in the local market stalls.....

For sure, you do not want to waste noney (the nmenbers' noney) in this

way. You want results.....
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SESSION 7.2
PROMOTI ONAIL ACTIVI TI ES
hjective: To enable trainees to devel op and inplement activities
designed to pronmpote and increase the menbership and the
savings in credit unions.
Tine: I 1/2 hours.
Session Qiide:
1) Explain that it is a function of the education conmttee and the

board of directors to plan and carry out the growth programre of

the credit union. Menbership pronotion is usually handl ed by the
education committee. O'ten, however, a sub-committee is appointed
to work solely on nmenbership pronotional activities. Menber shi p
pronotion includes all activities devoted to bringi ng new nenbers
to the credit union. The goal of nenbership pronotion should be

steady growth and obtaining active and inforned nenbers.

Ask the trainees to explain what is neant by "the total potential
nmenber shi p". How can they tell when they have reached the maxi num

possi bl e nmenber shi p?

- The total potential nenbership is actually the total nunber of
people in the comon bond. It is, however, unrealistic to ex-
pect that everyone in the conmon bond will be a credit union
nmenber . An accurate assessnent of a credit union's nenbership
grow h potential is based on the past growh and potential new
ber shi p. By | ooking at these two factors and regularly noni -

toring the growh over tine, it is possible to nake relatively

accurate projections of growh potenti al

Point out that it is likely that a board of directors and an edu-
cation conmittee always will have an existing "growh potential"

necessitating an effort to enrol new nenbers.

Remind the trainees that in this course they have al ready di scussed
activities aimed at obtaining new nenbers (e.g. the use of posters

in Session 6.5). Also point out that the menber education activi-
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ties discussed earlier are also indirectly pronmotional activities,
as they may result in a nore informed and sati sfied nenbership.
This, in turn, may have the effect of influencing potential menbers
to join the credit union. Thus, it is neither possible nor necess-
ary to nake a clear distinction between nenber education and pro-

noti on.

Enphasi se that badly planned activities will yield no result and
| ose both time and noney. The techni ques discussed in Sessions 6.4
- 6.6 should be applied to all pronotional work. Ask the trainees
to recall the steps of systematic planning and to suggest the es-

sential steps in an effective pronbtion progranme.

1. Determine the target group. Who are the people you want to
reach with your pronotional efforts, where are they and how can

you reach then®

2. Decide the ohjectives (for exanple, to enrol 20 new nenbers

fromthe target group before the end of the year).

3. Decide the pain strategy. (Wat benefits of credit union nem

bership will be enphasised in your pronotional activities?)

4. Work out the action plan (activities, timng, who will be re-

sponsi bl e).
5.  loplenent .
6. Evaluate.

Draw the trainees' attention to the inportance of a specific ac-
tivity of credit unions - the pronoting of savings. Remi nd t hem
that savings are both the foundation and the future of a credit
uni on. Its ability to attract and to maintain savings will deter-
mne its ability to offer | oans and to nake investnments. Through
its savings programme, a credit union helps the community by offer-
ing | oans for productive purposes and by providing security for

menber s

Therefore, it is expected that credit unions will regularly |aunch
speci al savings pronotion projects. Ask the trainees for the nain

argunments in savings pronotion. Di scuss their suggestions and be

sure that they mention these.
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Savi ngs pronotion projects should stress the special advantages
of saving through a credit union as opposed to hoarding. They
shoul d stress that savings deposits are protected agai nst |oss,
theft or destruction and that they increase in value as a result

of interest or dividend paynents.

Pronotion efforts should al so respond to any objections nenbers
may have. (For exanple, sone people nmay be reluctant to deposit
their savings in a nobile unit, thinking that their savings are
bei ng permanently renoved. Pronotion efforts here should try to
persuade nmenbers that nobile units are intended only for their

conveni ence and are perfectly safe.

6) Ask the participants if they have used any special canpai gn methods
to attract savings (or to enrol new nenbers) to their credit

unions. List their suggestions. Then consider these exanples.

Payrol | deducti on. - In many countries, enployee-based credit
uni ons of fer menbers the opportunity of directly depositing
[i.e., before "seeing it") a portion of their salary into the
credit union. Arrangenents are, of course, worked out between
the credit union's nmanagenment and the enpl oyer, who usually
views the credit union as a useful enployee benefit.

- Consuner stores. - In Trinidad and ot her Cari bbean credit
uni ons, nenbers are offered di scounts on consuner itens such as

refrigerators, ovens and tel evision sets.

- Savings charts. - I'n Taiwan, nenbers' savings are recorded on
charts in some credit unions. The nanmes and accounts are not

recorded, only the savers' regularity.

- Mrket day sales. - once a nonth in Korea, menbers bring itens
to sell at the credit union. Al funds received go to the mem

ber's savi ngs accounts.

- Instant photographs. -  Free instant photographs are given to
any nenbers of a credit union in Peru who deposit funds in their

uni on.

- Special clubs. - Acredit union in Mchigan, USA, started the
"Smart Savers" club for those who deposited a set anobunt nonthly

into their savings accounts.

- Premuns. - This is a favorite nethod used by many credit

unions to attract nenbers. Practi cal consunmer itens such as
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bl ankets, cups and appliances are offered to nenbers who open

savi ngs accounts.

The list could go on indefinitely, depending on the inagination of

credit union officers and staff throughout the world.

Enphasi se that it is not enough to have good i deas about pro-
noti onal activities. To achieve results, you nmust al so nmake sure
the message gets through to everyone in the target group. I'n other

words, you must use an effective comunication nmethod or channel

Have the trainees wite down as nany different ways they can think

of for a credit union to conmunicate with its nenbers.

Ask themto cite one nmethod each. Produce as long a list as poss-
i bl e on the chal kboar d. I ncl ude these and possi bly others which

may be available locally:

- meeting

- posters

- individual contact by credit union staff
- letters

- newspaper advertisenments

- radi o messages

- word-of-nmouth via other menbers.

Wite the table bel ow on the chal kboard and ask trainees to "rate"
each nethod as to inpact, speed, coverage of |arge numbers and
cost ("1" for excellent (strong inpact, fast, good coverage and
| ow-cost), "2" for adequate, "3" for poor (weak inpact, slow, few
menbers covered, expensive). The figures noted on the next page

are only suggested as exanpl e.
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Method Impact | Speed | Coverage | Cost

Meetings 2 1 2 2
Posters 3 1 1 2
Contact by staff 1 3 3 2
letters 2 2 1 3
Newspaper ads 2 2 2 3
Radio messages 1 1 2 1
Word of mouth 1 3 2 1

3
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SESSION 8. 1
IHE SUPFRVI SORY COVM TTFFE
(hjective: To enabl e trainees to describe and give exanples of the
role and responsibilities of a credit union's super-
visory conmittee.
[ine. I 1/2 hours.
Materjal . Case-study "Troper Credit Union".
Session Guide:
1) Explain that although credit unions nust verify and evaluate the

work of their elected officers, it would be inpractical for al
menmbers to carry out such activities together. Hence, a super
visory conmmittee exists to determine if a union is functioning as

it shoul d.

- Credit union by-laws state how the supervisory comrittee is to
be elected. (Generally this committee is elected by the nmenbers
at the annual general neeting, but in some countries it is ap
poi nted by the board.) Its nenbers should be individual s not
serving on the board or other major committees of the union.
This conmittee should be conpletely free fromany control by the

other credit union officers.

The committee should be constantly on the alert to see that the
transactions of the credit union are carried out with accuracy
and honesty and within the franework of its by-laws and the | aws

and regul ations of the country.

For this purpose, the supervisory conm ttee organi ses regul ar

audits of the credit union's affairs.

Formal auditing is not the only activity of the supervisory coim
mttee. Its menbers should be alert to potential problans when-
ever they contact the credit union. For exanple, should they
observe any noney-handling officials anxious to handle certain

accounts, they should take note. Ask the trainees why this

m ght be a signal that attention is needed



- The conmittee should also be sure that all enpl oyees and noney-

handl i ng officials take regular vacations. Ask the trainees why
this is a desirable step to give reassurance that funds are be-

ing properly handl ed.

- Since the duties of the supervisory comrittee are |largely tech-

nical, it is helpful if at |east one person elected to it has
experience or training in auditing or bookkeeping. The ot her
conmm ttee nenbers can then follow the guidance of the experi-

enced mnenber. (The next session deals with auditing tech-

ni ques.)

Enphasise that it is inportant that supervisory committee menbers

understand their roles and are able to carry out their duties ef-

ficiently and correctly. Tell the trainees they will now discuss a
case illustrating sone of the problens which may face a supervisory
comittee.

Distribute the "Troper Credit Union" case to the trainees. Have

them break into beehive di scussion groups to review the case, dis-
cuss it and answer the questions. After 15 minutes, ask for their

opi ni ons. In the discussion that follows, include these points

a) Should the supervisory committee nenber have nentioned the

maj or findings of the audit to the president and manager?

- It is perfectly legitimate for the committee to ask justifi-
abl e questions of those who may have ccrnpl enentary infor-
mation - in this case, the president about his delinquent
| oan and the nanager about the typewiter purchase. How-
ever, it seens as though the committee nmenber spoke to the
presi dent and the nanagers as an individual and not as a re-

presentative of the conmittee, which was not proper

b) Should the committee neet with the president and nmnager, as

per their request?

- Definitely, since such a neeting may provide the conmittee

with information not yet avail able.

c) Should actions taken by the president and/or nanager as a re-

sult of the nmeeting alter the content of the committee's report

to the board?
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The audit report should reflect the situation at the time of
the audit. Therefore, even if the president repays his | oan
i medi ately followi ng the neeting, the report should state
that at the time of the audit the | oan had been delinquent.

Addi ti onal coments nay be added to the report as an update

Referring to your introductory remarks in this session and the dis-
cussion of the Troper case, ask the trainees to suggest guidelines
as to what a supervisory comrmittee should do and NOT do. They

shoul d enphasi se only general and major points, not specific tasks

I i ke checking certain accounts.

Instruct the trainees to wite down all valid suggestions. When
the exercise is conpleted ask sone trainees to read their |ists of

do's and dont's, which may be |ike this one

I ) ) houl d d
a) Make or cause to be made neaningful audits annually as re-

qui red;
b) submit audit reports to the board of directors;
c) verify with menbers their share and | oan bal ances;
d) nmaintain confidential relationships with nmenbers;

e) when necessary for due causes suspend directors, officers, or

credit committee nmenbers;
f) call special nenbership neetings as needed
g) mintain the conmttee records;
hy report to nembers at the annual neeting;

i) follow up on recomendati ons and suggestions of the committee
(subsequent audits should establish that appropriate actions

were taken);

j) request board approval for conpensation of clerical and audit-

i ng assi stance.

I I . . I |
a) participate directly in any of the activities or operations of

the committees;



judge the operations and decisions taken by union officers and
committees on the basis of personal criteria. Any evaluation
shoul d be done only on the basis of co-operative |law, and by-

laws and internal policy of the credit union;

create antagoni smor dissension among conmittee nmenbers and errr
pl oyees;

directly correct any credit union enpl oyees observed naking er-
rors in their work. The supervisory conmittee should report
such errors to the board. It is up to the board to see that

they are corrected;

make public its report before it is known by the board of di-

rectors,

nmake reports on the basis of runours or inprecise information.
Any errors noted should be based on evaluation of first hand

i nformati on.
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Troper Credit Union has been operating for four years. The newl y
el ected supervisory conmittee has just conducted an audit of the so-
ciety. They found eight of 40 |oans to be delinquent two nonths or
nore and that the president of the board of directors is one of the de-
i nquents. Furthernore, a used typewiter was bought by the credit
uni on for $300, yet the board had authorised the purchase of a new one

for $700.

On the last day of the audit, the president of the board happens to be
in the credit union. One of the supervisory conmttee nenbers tells
hi m and t he manager the nmmjor findings of the audit. Bot h nmen then
ask the cormittee to neet with thembefore finalising the report. The
manager states that he is sure everything will be sorted out as a re-

sult of the neeting.

Assignnent
a) Should the supervisory conmittee nenber have nentioned the ngjor
findings of the audit to the president and manager?

b) Should the eonnmittee nmeet with the president and the manager as re-

quest ed?

¢) Should actions taken by the president and/or nanager as a result of

the neeting alter the content of the committee's report to the

boar d?
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SESSION 8. 2
AUDI T NG

(hjective: To enabl e trainees to explain the basic procedures of

auditing a credit union
Tine: 2 hours
Material Handout " Supervisory Conmittee Check-list"

Form "Cash Verification Audit".
Session Quide:

1) Refer to the previous session and ask the trainees to sumup the
pur poses and advantages of audits in a credit union. They shoul d

recal | :

t he purpose of an audit is to check that the credit union is

functioning as it shoul d;

- audits can disclose problens at an early stage, sonetines pre-

venting major | osses fromoccurring;
audits build confidence in the credit union;

audits that show everything in good order are supportive of per-

sonnel and reassuring to nmenbers.

2) Explain to trainees that audits are either conducted internally by
nenbers of the credit union or externally by independent account-

ants or governnent agenci es.

Remi nd the trainees that internal audits are usually the function
of the supervisory conmttee. In order to conduct an audit, nem

bers of that conmittee nust understand the basics of accounting and

audit procedures.

Point out that an auditor has to be good at nath and a bit of a de-
tective, too. Remind the trainees that npost enpl oyees are hard

wor ki ng and honest ; nost errors found will be nerely human errors.



Tell the trainees that you will go through, step by step, the vari-
ous tasks of auditors. Hand out the "Supervisory Commttee Check-
l[ist" and explain that you will follow its outline. Encourage the
trai nees to ask questions whenever they are not sure how the audit

shoul d be done in practice.

Your presentation will, of course, depend on the experiences of the
trai nees and the purpose for which they are being trai ned. Super-
visory conmttee nenbers nmay need nore training in these matters
than what is suggested here. To facilitate your explanations, use
a variety of exanples (e.g. copies of forns, records and accounts)

di stributed as handouts and/or presented on the overhead projector

Comments on the "Supervisory Committee Check-ljst"

1 VMerify cash
Explain to the trainees that the first step in the audit itself is

to verify cash.

Note that this verification is to be done in the presence of the
person(s) responsible for the custody of the noney. Ask t he

trainees why this is necessary.

Expl ain that the cash verification covers the follow ng categories
- cash on hand

- deposits shown by bank

- cash received

- undeposited receipts.

Di stribute the "Cash Verification Audit" handout. Expl ai n t hat
each step of the audit nust be carefully recorded on appropriate
forns. Note that the dates of the audits are required and that

conment s and expl anations nust al so be recorded.
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2. Merify petty cash

Explain that to do this reconciliation, petty cash on hand nust be
counted and the petty cash voucher added to it. These shoul d add
up to the anount recorded for the petty cash account in the trial

bal ance sheet.

Ask the trai nees what they night exami ne on the voucher slips them
selves. They should be | ooking for a proper authorising signature

and indication that proper itens were purchased.

e | D

Stress that every check witten nust be accounted for to ensure, in
turn, that nenber savings are all accounted for. To do this, the
supervisory conmittee requires an original bank statement, a dupli-
cate of deposit slips for the statenment period and a journal or

check register for all checks witten during the period.
Explain that this reconciliation is a big job. The conmttee may
need help - but nust nake sure it does not cone froma staff nenber

authorised to receive or disburse cash

4. Verify investnents

Explain that the supervisory conmttee should require the treasurer
to itemse all certificates, bonds, or passbooks show ng credit
uni on ownership of investnments other than | oans to menbers. The
type and identifyi ng nunber of each and the total val ue of al

shoul d be recorded
Ask the trai nees how these i nvestnents could be verified. Letters
or other neans ni ght be used. Ask why verification mght be

needed.

B Verifv the treasurer's trial balance

Explain that to do this the auditor nust first sinply check that
the accounts bal ance. Accounts even slightly out of balance are
war ni ngs that errors are occurring which nght be serious; t he

figures should be checked very carefully.
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Bal ances carried from previ ous nonths should be checked agai nst the
previ ous statenent. Al'l debit and credit additions should be

checked.

Expl ai n that any di screpanci es should be recorded and brought to
the treasurer's attention. The treasurer should be given an oppor-

tunity for explanation

6. Balance share and |oan accounts

Explain that it is inportant that the bal ances for shares and | oans
shown in the general |edger and in reports to nenbers equal the
total share and | oan bal ances of the nenbers' individual accounts.
Unl ess they do, the reports do not properly reflect the assets and
liabilities of the credit union. Any di screpancy i s probably
caused by a sinpl e bookkeepi ng oversight, not too difficult to
find - but it may have a nore serious explanation and shoul d not be

treated lightly.

I Verify passbooks

Explain that this step is the nost inportant in the audit.

Note that-no one outside the comittee should know when this veri-
fication is to be done. A date should be picked at random and any
necessary hel p secured. If sufficient help cannot be found, the
process may be carried out in blocks, with nmonthly checks on non-

consecutively ordered sections of the nenbership.

Expl ai n that passbook verification provides the critical assurance
t hat menber savings are recorded on the | edger cards exactly as
they are entered in the passbooks. Ask the trainees how this might

protect against fraud.

Expl ai n that the nailing of passbooks is generally necessary for
this verification, as it is inpossible to have all nenbers of a
large credit union present themat a given tinme. If mailing is not

possi bl e, spot checks can be nade.

New menbers shoul d al so be spot checked to protect against the

possi bility of fraudul ent accounts.
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Even potential nenbers should be contact ed. A relatively common
way to msappropriate funds is to accept deposits but record them
only on the nmenber's passbook, |eaving no other record of the ac-
count. One way of doing this verification is to announce the audit
publicly and ask that any nmenbers who do not receive notices con-

tact the commttee

8. Check loan applications and notes

Since |l oans to nenbers make up nost of the credit union's assets,
the comm ttee should take particular care that each | oan bal ance is

supported by proper |egal evidence and security.

Explain that the auditor's first step is to check all notes and
supporting papers to verify all signatures, authorisations and se-
curity. He should then check all account cards to be sure the bal -
ance and date recorded are the sanme as on the | oan forns. He
shoul d note any account card showing a |loan for which there is no
supporting form He shoul d al so note any | oans to which paynents

have not been made for two or nore nonths.

Finally, he should spot check interest charges in a random sam
pling. Ask the trainees why this is inportant. (It determ nes
t hat nenbers are not being overcharged and it nmkes sure that

interest income is not being siphoned off by a di shonest Enpl oyee.)

9. Check disbhursenents
Explain that it must be established that only authorised and appro-
priate di sbursenents have been nade. To do this, the auditor nust

have the file of paid invoices, the journal, the file of checks for

the period of the audit and the minutes of the directors' neeting.

M nut es shoul d be checked to find who has been authorised to en-
dorse checks and to find which di sbursements for supplies and ser-

vi ces have been approved by the board.

A careful test of a substantial sanple of share wi thdrawal s and
| oan checks shoul d be nade. Al checks payable to the treasurer or

ot her Enpl oyee or officer should be checked.



Al l unusual board-authorised di sbursenments should al so be checked.

Ask the trainees why this m ght be inportant.

Again, as in all stages of the audit, discrepancies or questions

shoul d be carefully noted.

10, Check the nonthly reports

See the notes on the check-Ilist.

11. Check nminutes of neetings

See the notes on the check-Ilist.

12, Check the followup of previous audits

See the notes on the check-list.

13, Prepare a report

Finally, the auditor should report to the board as a whole if the
records are in substantially good order. He shoul d i ncl ude any

reconmendati ons and constructive suggestions.

If the records are pot in good order, he should still report to the
board as a whol e. But if he has reason to suspect dishonesty,
special care is required. He should nake a confidential report to
the president and vice president of the board. If he thinks they
may be invol ved, he should seek the counsel of another board nenber
or other responsible party. Advice and assi stance can help to pro-
tect funds, to avoid basel ess charges and to protect against un-

necessary unfavorable publicity.
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L it I
- Verify cash on hand, deposits shown by bank, cash received and

undeposited receipts.

, i I

- Are purchases proper and authorised?

3 I | .

- Opbtain a bank statement directly fromthe bank, check the
journal or cheque register for all cheques witten during the

peri od.

4, Verify investnents

- Are funds deposited regularly and within the tine limt required

in the by-laws?

Check all certificates, bonds or passbooks showi ng the credit

uni on's ownership of investnents other than |oan to nmenbers.

Has the receipt of investment earnings been properly required?

5. Verify the treasurer's trial bal ance

- Check that all accounts bal ance. Note all discrepancies, re-

questing explanations fromthe treasurer.

6. Balance share and |oan accounts

- Do the bal ances for shares and |l oans in the |edger equal the

total share and | oan bal ances of nenbers' individual accounts?

7 i f
- |Is an independent, confidential up-to-date |list of nenbers nmin-

tai ned by the supervisory comittee?

- Are nenbers' savings recorded in the | edger cards exactly as

they are entered in the passbooks?

8. g o I

- Check all notes and supporting docunents for signatures and for

proper authorisation and security.

- Check the balance and the dates recorded on the account cards;

do they correspond to the |oan forns?



10.

11.

12.

13.

- Is auniformrate of interest being charged?

- Are all loan anpbunts within the linmtation prescribed by | aw?

- Were any outstanding | oans nade to directors or conmttee nem

bers i nproperly handl ed?

- Was a correct list of delinquent |oans presented each nonth by
the treasurer to the board of directors? Was a summary of
these |l oans correctly shown on the financial and statistical

report for each nonth?

Check di shursements
- Are all disbursenents authorised and appropriate? (Check the

paid invoices, the journal, the cheques and ninutes of dire

tors' neetings.)

- Did the board nane those authorised to sign cheques?

Check the nonthly reports

- |Is the financial and statistical report accurately and pronptly

prepared at the end of each nonth?

Check mnutes of neetings

- Are regular neetings of the board of directors and credit com

mttee being held each nonth as required in the by-laws?

Are proper mnutes of all mneetings naintai ned?

heck the foll E . i
Have corrections been made of all exceptions disclosed by the

last audit or |ast exami nation report fromthe supervisory com

nmttee?

Prepare a report

- Report the findings to the board as a whol e.

- State whether or not records are in good order., whether the in-
ternal controls are adequate to protect the interest of the
nmenbers, officials and enpl oyees, whether the board has elimn
ated all possible lintations on service; give recomendations

for improvenent of operations, financial conditions and growh

of the credit union.
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DATES OF AUDITS

Total currency on hand

Total coins on hand

Total checks on hand

TOTAL cash on hand

Subtract amount of
change fund, if any

BATANCE:
on hand

Cash receipts

Add deposits shown by
bank from and including
the first day of the

current month to the be-

ginning of the audit

Subtract total of all
cash received from and

including the first day of
the current month to the

beginning of the audit

UNDEPOSITED RECEIPTS
on hand at the end of
the month prior to the
beginning of audit

Sheet 5
CASH VERIFICATION AUDIT

$ 5 $ s
$ $ $ $
$ $ $ 5
s $ $ $
$ $ $ $
$ $ $ s
$ $ $ $
$ $ $

Note below explanations and comments (date and initial each entry). =
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Session 9.1

Action Programme and Commitment
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SESSION 9. 1
—ACTI ON PROGRAMVE AND COVM TVENT

oj ective: To enabl e trainees to apply what they have learned to
their own situations, to develop a solution to a
specific problemw th the assistance of the group, and
to commit thenmselves to its inplenentation by a given
tine.

Tine: Up to one day.

. i de.
1) Remind the trainees of the difference between the classroom experi -

ence they are just conpleting and the reality of co-operative nan-
agement. The two may very easily become unrel ated. The intent of
this course, however, is that trainees apply what they have | earned

in the classroomto the daily nmanagenment of their credit unions.

Rem nd the trainees of their obligation to nake an "action commt-

ment" at the end of the course. For this, each nust describe a
special activity which he intends to inplenent as a result of the
course or a specific problemat work which he expects to solve upon
return hone. (A typical exanple of an action comiitnent is given

under Item5.)

Throughout the course, the trainees should have been reni nded of
their responsibility to make this action conmtnent. This fina
day gives themthe opportunity, in consultation with other
trainees, to develop a plan or solution to the problem using the
course experience. They then present the solution to the whole

group for criticism

The tinme avail able should be divided into two periods - the consul -
tancy period and the presentation period.

During the consultancy period the trainees should be divided into

groups of three to four. The groups should not contain trainees

fromthe sane credit union and, ideally, should include trainees
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4)

fromdifferent backgrounds. In this period, each trainee should be
al l oned about 30 minutes to present his problem and proposed sol -
ution to the other nenbers of the group, who are expected to help

devel op a solution and a tinmetable for its inplenentation

During the presentation period, each trai nee should have at | east
ten mnutes to present his problemand solution to the whol e group,
and to hear and react to at |least a few of their coments. In this

brief period the trainee nust:

- describe the problem

- describe the solution

- describe how the solution will be "sold" to whoever is involved;

- state a specific date by which the plan will be ccrnpl eted.

Trainees in a position of authority in a credit union may feel that

it is unnecessary to "sell" their ideas to their subordinates or to
comittee nmenbers. Such trainees should be advised that subordi -
nate staff will contribute nore efficiently to the work of the

credit union if they understand and believe in what they are doing

rather than doing it out of fear or sinple obedience.

The actual timng of the consultancy and the presentation periods
wi || depend on the nunber of participants in the course. I'n order
to ensure sufficient tine to each trainee, the normal session hours
shoul d be extended or tine should be allowed on the previous day.
The session is inportant - it provides an effective bridge between
the course -activities and the normal environnent of the trainees.
It also' encourages the trainees to regard- the conpletion of the
course not as the end of training but as the begi nning of persona

i nprovenent on the job

Trai nees shoul d be encouraged to arrange to meet each other at work
after the course for continued "group consultation". The instruc-
tor should al so undertake to visit or otherw se contact each
trai nee around the proni sed date of conpletion of the action plan,
in order to ascertain whether or not it has been inplenmented. It

nmust be stressed that this is not in order to evaluate the

trai nees, but rather the training course itself.
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I f possible, a brief reunion should also be arranged, to take place
after an appropriate interval. If this can be done, trainees
shoul d be asked to state in the |last session exactly what they plan
to have achieved by the date chosen for the reunion, so that they
can then conpare progress with stated intention. This is not only
a useful evaluation device but, nore inportantly, a public commit

ment.  The know edge of the forthcoming reunion will be 'a powerful

incentive to actual inplenentation.

Each action commtment will be unique to each trainee and his or-

gani sation, but a typical exanple is given bel ow
E . .
EXANPI E

Problem  Menbers' |oan applications are taking so |long to process
that some nmenbers have lost faith in the credit union and have

re-turned to traditional moneylenders for their credit needs.

Sol uti on:

a) | will bring up the problemin the next neeting of the board of
directors in February and suggest the follow ng approach to
solve it.

b) | will work out an inproved procedure for | oan applications and

assessnments and present this to the board and the present

credit commttee and have their approval before the end of
Mar ch. ,
c) Wen the new credit- committee. is-elected on 12 April | will im

medi ately organise a training programme for its nmenbers to in-

troduce they new procedure and have them begin applying it im

nedi at el y.
d  In the credit union newsletter, planned to be issued three
weeks after the general neeting on 12 April, | will publishin-

formation about the new procedures, enphasising that all appli-

cations will be processed within two weeks.

O her problens suitable for action commtnents' nay be related to
investnents, nobilising savings, bookkeeping, |oan delinquency,

etc.





