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Executive Summary

Working Together

in the New Millennium

As the 2000 millennium dawns, the world looks forward to a new
century of thoughis, ideas, technologies and possibilities. The
same holds true for World Council of Credit Unions, Inc. and our
member organizations as we move in new directions to ensure a
successiul future.

Together with our members and supporters, we look forward to
ushering in a new era of international credit union develop-
ment..an exciting era that promises opportunities, challenges
and change. Amidst this, credit unions will continue 1o make the
human difference to millions of people throughout the waorld. It
is World Council's challenge to facilitate that process, Yet, this is
not the job of just one individual or organization. By working
together and joining forces with others, we shall succeed,

We are positioned for success, thanks in large part to the efforts
of Christopher Baker Following 25 vears of service to World
Council, Chris retired as chief executive officer at the end of
1969, We congratulate and thank him for his work. Best wishes
ter Chris and his wife, Karen Schwarnz, as they pursue personal
and family interests that will no doubt continue to include
credit unions and internatonal development,

In this first millennial issue of Credit Undon World, we feature a
special Member Updates Section, which focuses on Year 2000
plans for World Council's member movements. This first issue of
2000 also celebrates the credit union microentreprensur and
explores the advantages credit unions offer in providing microfi-
nance services o members. Individual  microentrepreneurs
explain how credit unions have helped them climb the ladder of
financial success,

Members of World Council take an active role in supporting the
international development efforts that help microentrepreneurs
succeed. Through US5LG million in membership dues, World
Council leverages a portfolio of nearly USS40 million for interna-
tional credit union development projects worldwide, Only by
working together and cooperatively are we able to develop
“Ouality Credit Unions for Everyone.”

R. Arthur Armold Dennis Cutter
Chied Executive Officer Board President
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Credit Union Ambassadors

Making the
Human Differer

Recently joining World Council of Credit Unions, Inc.
(WOCCTT) as chief executive officer, R, Arthur Arnold—
together with members, leadership and staff—will lead
the organization and the international credit union system
into the future 1o ensure the success of WOCCU's vision:
Cheality Credit Unions for Everyone.

Dutch by birth and heritage, Arnold has cultivated and
thrived on the international experience both in his pro-
fessional career and his personal life. Over the course of
30 years, he has taken on several senior management
functions in the international financial network living and
working in France, Great Britain, Iran, [taly, Morocco, the
United States and his native Netherlands, Fluent in four
languages, he speaks Dutch, English, French and Ttalian,

Coming o WOCCU from Rabobank Nederland, which is
the largest cooperative bank in The Netherlands, Arnold
has held various positions over the last seven yvears, includ-
ing his most recent position as director, strategic alliances
andd corporate comimunication. Prior to Rabobank, Arnold
worked for ABN-AMRO Bank from 1968 0 1992,

What follows is an interview with Arnold that introduces
him to the international credit union movement and
touches upon his vision for the future of World Council
cit future by his definition that emphasizes the power of
the human difference.

After being in the banking industry for

more than 20 vears, what led you into the field of coop-
erative finance?
Arnold: Prior to 1992, T had been working in an indus-
try with different values and operating principles. By
pure coincidence, 1 was asked to join the cooperative
world. At the time, | was ready to embark upon a career
choice that enabled me w make a contribution o socie-
ty, Initially, | didnt know much about cooperatives, but
['ve come o appreciate and value the principles upon
which they operate.

More importantly, Tve become a firm believer in the abili-
tyv of the cooperative movement 1o make the human dif-
lerence—that is, enabling pecple w develop themselves
an<l achieve their personal and financial goals. That can
only happen when people and organizations join forces,

R. Arthur Arnold
CEOQ, WOCCU

To enable the
Joiming of forces, commiu-
reicetion s central, What
dicd you learn from working
with so many diverse cul-
fres and thetr different
commnication styles?
Arnold: To be honest, the
most valuable lesson 1 have
learned is 1o fespect that
people are different.
Cultures are dilferent. You
can only open up to a cul-
tre and gain some meas-
ure of acceptance by
accepling their differences.
It's wrong o think tha
your values are superior.
Basic values are the same
everywhere in the world.

That's why I am so con-
vinced that the coopera-
tive movement and credit
unions provide a common
ground for people the
world-over. Credit unions
are respansive to people
in that they promote
self-help, development
and respect...all enabling
words that are close to my
heart and the heart of
every cooperative and
credit union enthusiast.

Given  the
stmilarities between credit
unions and cooperative
banks, what are the credit
wnion advantages?
Arnold: Similar 1o credit
unions in operating princi-
ples and origin, the first
cooperative  banks were
established in the agricul-
tral communities of The
Netherlands a century ago.
Cooperative banks have a
long madition in the com-
munity with stirong roots in
cooperalive principles,

However, credit unions
have an enormous advan-
lage over cooperative banks
in that all of their member-
owners are “customers.” In
the cooperative  banking
world, not all customers are
members. In many  cases,
this gap has become oo
large, resulting in an ident-
ty crisis for the organiza-
tions, Credit unions have
the ideal ownership struc-
ture, because the opportuni-
ty for members to identify
themselves with the organi-
zation is much stronger,




Council?
Arnold: World Council
crossed my path last year
when I was asked to speak
at the International Credit
Union Leadership Institute
in Svdney, Australia. At the
Institute, 1 was exposed
for the first time on an
indepth level—to the activ-
ities and issues of WOCCU
and the international cred-
it union movement, To me,
it was really fantastic to see
what World Council had
achieved in its 20 years
of existence.

Credit and congratulations
go to Chris Baker and the

ather staff for the efforts

Why World

they've made in the last
few years to prepare for a
new era of credit union
development. Specifically,
some of the most notewor-
thy activities include the
formulation and imple-
mentation of the Model
Credit Union development
strategy, PEARLS financial
monitoring system, Global
Credit Union Network,
International Remittance
MNerwork, People-to-People
program and many, many
other activities.

I what aveas
do you feel you can make
a difference with regard fo

your dgecrnnidaled experi-

ence and wisdom?

Arnold: Over the last two

years at Rabobanlk, | worked to

build  strategic  alliances  with

sister cooperatives  throughout

the world, In these efforts, [ real-

izecdd that even though today's

LZfK]i)L"l":lTj"t"fS appedr  strong, Lo

retain that vibrancy and success in

the competitive markets of the

future, we must join forces. The

same is true for World Council and the
international credit union system.

So, what is the future for

World Cowncil?
Arnold: World Council is very excit-
ing in its potental. In the next five
years, the emphasis will be on
broadening our base ol support
and developing an open nel-
work berween credic unions
e and cooperative institutions
that facilitates the implemen-
tation of our vision, “Cuality
Credit Unions for Everyone.”

Wihet o you feel
are the organization s grealest
challenges?

Arnold: The global market
competition for credit unions
and World Council is extreme-
ly tough. We can only create
that open network if everyone
recognizes the importance of the
human difference and striving 1o

. uphﬂlEl [he values of integrity, tolerance and respect. But

this cannot be limited o a philosophy only, we must
translate it into tangible service benefits that are both
financial and non-financial in nature.

Youi ve mentioned the human difference sev-

eral times, How can credit wnions emphasize and build
wpon the power of the buman difference?
Arnold: In 2 world where evervone is capable and more
people are gaining access to information and an ever-
increasing supply of products and services, you have o
be able to define your difference. Otherwise, your mem-
hers cannot identify with what vou're tryving to achieve.

Making the "human difference” is an attitude, a way of
living and operating and a way of dealing with others.
Credit unions make that “human difference” by living up
to their operating principles.. .enabling people, empower-
ing them, giving them a hand up, instilling self-respect
and fostering financial independence so that individuals
can achieve their goals. In essence, it's enabling people
o develop themselves.



Feature Article

Credit Unions and Microfinance

Meeting the Financial Needs of Low-Income Members

For people the world-over, credit
unions mean so much more than a
place to conduct financial transac-
tions. [n fact, more than 100 million
credit union member-owners in 80
different countries celebrate  the
credit union difference and how that
difference impacts their lives, their
families and their communities.

Mo where else is that impact felr
more keenly than in the developing
nations of the world. Operating in
73 developing countries, credi
unions are providing microfinance
services 1o low-income members in
Alfrica, Asia, the Caribbean, Central
and Eastern Europe and  Latin
America, For many of the 20 million
credit union members in those
regions that means firsti-lime access
1o financial services,

What is Microfinance?

Credit union financial intermediation
services in countries  around  the
globe  consistently  include  micro-
finance as defined by Marguerite
Robinsaon
Microfinance, 1998:

“Microfinance refers to small-scale
financial services for both credit and
deposits—that are provided w0 peo-
ple who Farm, fish or herd; operate
small or microenterprises where
goods are produced, recveled,
repaired or traded; provide services;
work for wages or commissions; gain
income  from  renting  out  small
of land, vehi-

AMOuUnts

in  Strategic  [ssuwes of

cles, draft animals or machinery and
tools; and to other individuals and
local groups in developing countries,
in both rural and urban areas.”

Maore simply and tangibly, first-time
‘micro” loans are typically less than
US5300 in most developing countries
or US51,000 in Europe. Not limited to
microenlerprises, these loans are also
used o linance agricultural activities,
housing rencwvations and consumption
loans o improve living conditions,

The Credit Union
Advantage in Microfinance
A 1999 independent stucy, Bridging
the  Gap:  Cooperative  Develop-
ment Organizations and  Private
and Voluntary Orgamizations in
Micrafinarnce, commissioned by the
Office of Private and  Voluntary
Cooperation of the United States
Agency for International Develop-
ment cited a mumber of advantages
that credit unions possess, Chief
among these is savings mobilization
and depository  services (o low-
income communities. “Credit unions
driven by market forces and a com-
mitment to the poor are consciously
reaching downward 1o increase their
depth of outreach,” states the repoit's
EXNeCUlive SLmimary.

Among many advantages, there are
four primary  strengths of credi
unions for microfinance  delivery:

savings mobilization, services for
lifetime  asset growth, mixed out-
reach and a full service array of loan
products. What most  distinguishes
credit unions in the provision of
microfinance services is the ahility 1o
mobilize mass numbers of small,
voluntary  savings accounts. These
deposits are then invested in rural
production, housing, microenterprise
and small business loans,
Microfinance today  emphasizes
scale and depth of financial services
outreach o large numbers of the
working poor through  financially
sustainable  organizations,  Credit
unions offer a savings-first, self-
sustainable approach o microli-
nance that has already successfully
met the needs of millions of low-
income members and microentre-
preneurs around the world.

World Council's Strategy
Jor Microfinance Delivery
Development  projects—carried  out
by World Council of Credit Unions,
Inc. and funded by its current donor
organizations including the United
States Agency for International
Development, the Inter-American
Development Bank and the
Consultative Group for the Alleviation
of Poverty—are  helping  credit
unions to provide their members
with opporunities to not only estab-
lish a credit relationship, but o
increase wealth through savings,
working  eapital,
finance

ACCESS




business l?xp‘:l!‘l!-i'lt’}n. and meet hous-
ing finance needs. In summary,
World Council’s strategy focuses on
helping credit union members climb
a ladder of modest but increasing
asset and income security growth,

Al the heart of this stralegy are the
goals of financially  strengthening
credit unions o enable them o pro-
vide high quality microfinance serv-
ices on the following premises;

1. People are best served by giving
them the opportunity to grow and
not constraining their ability to
improve.

2. People need access to a variety of
different financial services through-
out their lives,

3. By offering services 1o everyone,
credil unions can offer services 1o
more of the poor than by limiting
services to only the poor,

4, Internally generated savings pro-
vide an independent and sustain-
able supply of funds, which can
then be invested in rural produc-
tion, housing, microenterprise and
small business loans,

5. Credit union loan products are
defined by the financing needs of
their members and offer opportu-
nities for growth.

By mobilizing member savings to
fund member loans, credit unions
are proving to be sustainable finan-
cial institutions serving a  diverse,
economically  active membership.
Nearly US$10.6 billion in member
savings of developing country creclit
unions are invested in a loan portfo-
lio exceeding US59.7 hillion.

Much of credit unions' lending port-
folios, as high as 70% in some devel-
oping nations, goes wward microen-
terprise loans. Given the microenter-
prise sector's role in job creation and
its contribution o a nation's gross
domestic product, credit unions are
investing in the future of their mem-
bers and in turn their countries.

Celebrating the Credit
Union Microentrepreneur
On the ever-expanding frontier of
microenterprise, people of all differ-
ent nationalities are discovering the
economic advantages of self~employ-
Microenterprises  run  the
gamut of possibilities. In developing
countries, people are running diverse
endeavors that typically employ less
than 10 people and include fish
farms, food stands, hand-carved
furniture, two-wheel minicabs and
much more.

ment.

Despite increasing numbers of small
businesses, many microentrepre-
neurs lack access to traditional finan-
cial services. Credit unions world-
wide are meeting this challenge.

In the pages that follow, World
Council celebrates credit union
microentrepreneurs who operate
enterprises that are employving people
and providing much-needed products
and services. While this issuc
highlights microentreprencurs from
Ecuador, Guatemala, Nicaragua,
Romania and South Africa, microen-
trepreneurs can be found throughout
the weord in big cities and small vil-
lages. And it is through their success-
es that these small business owners
are fostering economic prosperity and
helping to make their comimunities
thrive and grow.,




Feature Article— (cont’d)

Celebrating

Credit Union ﬂ

Building a Better Life

in Guatemala

Vendors sell their wares from festive
booths lining the streets around the
town square in San Juan Sacatepe-
quez. Cecilia Solis has a prime spot
for her booth, which is filled with
brightly colored, beautifully woven,
rraditional Guatemalan skirts, blous-
es and sashes.

Cecilia started her business, Venta de
Ropa Solis, 10 vears ago. She had
been making traditional clothing for
vears and knew it was a product
always in demand. Owning a busi-
ness is important, because it gives
her an opportunity to make maore
income. I can improve myself,” she
says, “and build a beuer life.”

Initially, Cecilia started the business
with her own capital. But as it grew,
she realized her resources were
insufficient and in 1995 applied for a
loan of 5000 quetzals (USSG40).
Although her husband had a loan
from the credit union, she found out
through friends that Coopérativa
ECOSABA also made loans to
women h'll.‘\'il'lﬂSS OWIETs,

Prafits from Joseph Ogwal's repair
business wil eventually help him
fo rawnite Ms family.

A member of ]*L()HABA
for five years now, she
borrows money  annually”
to buy more materials to

make the clothing and
stock her booth, Her most
recent loan is for 15,000

quetzals (U551,9200. Cecilia
also has a savings account
with the credit union. She says
her business and her credit
union membership have helped
improve her life, “With the prof-
its I make from clothing sales, 1
have purchased additional
machines for my workshop, built
a house and bought a car”

Cecilia realizes a relationship with
the credit union works both ways,
“The credit union gives me more
money every year, because [ pay on
time,” she says, “They trust me and I
trust them.”

Establisbing a Future
in South Africa

Coming ta South Africa by way of

Uganda, Joseph Ogwal is a refugee
from Sudan—a country torn asunder
by a 15-year long civil war. Educated
in Sudan and Kenya, Joseph has a
degree in electronics  engineering,
Though he has a wife and two chil-
dren, Joseph has come to South
Africa alone 1o establish a suable
future for his family members, who
still remain in Uganda.

Helping him to achieve
his goals is the Cape
Metropole South
African Credit Co-
operative  (SACCO)

Owning her own business is
imparfant to Cecilia Solis, shown
here displaying her beautifully
woven skirts, blouses and sashes.

in Cape Town. Joseph became a mem-
ber of the SACCO a litle over a vear
ago, when he learned about the credit
union from one of the representatives
working in the refugee forum.

Joseph explains, “Being a refugee, [
came here with literally nothing and
didn’t have any money in savings. [
ook the first job 1 could find work-
ing in a plant. After two months of
working there, the plant still had not
paid me. T was getting very [rustrat-
ed, especially since I wanted 1o starn
a business and was unable to do so
without money. [ went o several dif-
ferent places to gain financial assis-
tance and the funds [ needed 1o stan
the business. No institution or organ-
ization would honor my refugee
papers and give me even a small
loan, When I explained my situation
to one of the refugee workers, he
told me about the credit union.”

It was the credit union who honored
Joseph's refugee papers and gave
him 2 loan for 700 rand (1IS%115),




which he used o start a repair busi-
ness and buy replacement parts nec-
essary 1o complete repairs of various
household electronic items, such as
televisions and radios.

“The people at the credit union were
very willing o help. They advised
me on how to start my business, to
SAVE MOre maoney, [{n] ‘:lL'(]Ller' lL'JHI!’]S,
all 1o become more self-reliant and
achieve my goals."

Initially, Joseph started his business
by setting up a table on a busy mar-
ket sireet. “When potential customers
would walk by, T explained what 1
was doing and asked them if they
had anything that needed repairing.
Eventually, my customers began ask-
ing me why I didn't have a shop to
do business in”

At that time, Joseph was still working
at the plant and doing repairs after
hours and on weekends, He contin-
ved o work at the company until he
could save more money to leverage
another loan of 700 rand (155115)
from the credil union. Using the loan
proceeds, Joseph rented a shop from
a commercial property owner on the
same street where he had originally
set up his able,

“Thanks to the credit union, [ have
had my business for roughly a year
and a half. From thar first place, the
business grew and ['ve since added
a second location within the last
three months. Everyday, 1 see al
least three itlems come in for repair”

Five years from now, Joseph sces his
business continuing to grow, With
financial assistance from the credit
union, he plans to expand his oper-
ations and start a training center for
repair technicians, With some of the
profits from his business, Joseph has

alsor been able to set aside 2,100
rand (US$340) in savings. More
importantly though, Joseph knows
that every day his business is suc-
cessful brings him one day closer 1o
reuniting his Family.

“What 1 realize about credit unions is
how much they help people and
families. | came to know about them
in South Africa. T wish more coun-
tries, like my home country of
Sudan, had credit unions so that
evervone could benefit from them.”

Making Health Care
Available in Romania

Maria de Heleanu wants 1o make a
difference in her community.
Pharmacist and sole owner of the
Theafarm  Pharmacy, she sponsors
the doctors’ offices, called medical
cabinets, in three of the neighbor-
hood schools, providing all of the
bandages, medicines and other sup-
plics—as a free service. She also
opened a medical cabinet in her own
pharmacy, creating two jobs for local
doctors and making health care serv-
ices more accessible to her customers.

“1 want to do more for my customers,”
says Maria. “This is a very poor
neighborhood, They trust us and
appreciate our friendly service.”

Maria explains, "All of this would not
have been possible, though, if it
weren’t for two things. First are

Pharmacist, Maria
de Heleanu pro-
vides a mucits
needed service for
the peopie in her
reighboarhood and
she's helped to
create more jobs,

the circumstdnces that enabled me to
own the pharmacy when the state
privatized and pur these premises up
for auction. Thesécond is the help
I've received from Centrofarm CAR
Coredit union).”

A member since 1987 and an inde-
pendent pharmacist  since 1993,
Maria has rned to the credit union
several times to borrow money. Her
first loan was for 5 million lei
{US5273) to build the doclor's office
in her pharmacy. Subsequent loans
have been used to cover cash flow,

In Romania, pharmacists buy their
medicine from pharmaceutical com-
panies and then receive 30% reim-
bursement of the costs from the gov-
ernment. Often, however, it takes
several months o get the reimburse-
ment, leaving the pharmacists in dif-
ficult cash flow situations. Maria has
borrowed money from  the credit
union to cover cash flow between
reimbursements. As the pharmacy
SEMVES  MOre  CLSbomers, JIC!' Iﬂi:l.]']-.‘i

Continued an Page 14




Marzer Up

AFRICA — African credil union repre-
sentatives attended a series of micro-
finance workshops in Ghana, Kenya,
Senegal and Uganda. These educa-
tional sessions worked with  credit
union managers, board members
and administrators to review
Microenterprise  Best Practices  and
implementation. The objective for
these exchanges was 10 increase the
technical and managerial capabilities
of the participants,

WOCCH financed the workshops
and provided technical assistance
through the African HRevitalization
Program (ARP).

Later this yvear, World Council plans to
arganize an annual African Technical
Congress [or the 28 national member
movements of the region. The
Technical Congress will provide a
forum in which credit unions can
exchange information on their suc-
cesses and the difficulties experienced
in various technical areas.

ASIA [ACCU) — ACCU reports that the
new millennium is pre-
@ senting new challenges
samcoimimamis i the region. These
challenges will specifically affect cred-
it union instmtional development. To
prepare, credit unions are continu-
ously developing and implementing
self-regulatory and monitoring infor-
mation systems.

Because of the vulnerable economic
environment in Asia, credit unions—
as community-based financial institu-
tions—are  developing high  quality
products and services 1o maintain
their relevance in the Year 2000 mar-
ketplace. Additionally, these products
and services will complement the
changing needs of members. To
establish a recognizable identity, cred-
it unions are beginning to brand their
products and services. Credit unions

are also diversifving to meet the
necds of lower income members, as
well as their current members,

ACCU is  intensifying  promotional
efforts to reach its goal of 3% popula-
ton membership penetration in the
Asian region. Aggressive action plans
have been short-listed to achieve
these goals, which are o inegrate
entrepreneurial poor, women and
youth in the development of the cred-
it union movement and 1o expand
promotion of the credit union con-
cepl o countrics such as Cambodia,
China, Laos, Mongolia, Myanmar,
Pakistan and Vietnam,

AUSTRALIA (CUSCAL) - Australian
m credit unions are  cur-
rently  involved in an

unprecedented  level of  strategic-

based activity, This includes several

projects  designed 1o assist credi

unions in determining the benefits of;

= aggregation and outsourcing of
cerain credit union functions;

* reform of credit union transaction
pricing ancd distribution channels;

¢ methods of creating stronger and
deeper  relationships  with  credit
undon members; and

= creating a shared services company
For credit unions,

Another area receiving major attention
is the management of the credit union
branc. CUSCAL shared initial resulis
from the Brand Strategy Task Force
with credit unions in late 1999, Work
is continuing in 2000 on how credit
unions can  differentiate  themselves
from their competitors using mutuality
as a tangible Feature and improved
techniques for the management of
individual credit union brands.

Some immediate  priorities  for
Australian credit unions have inclu-
ed preparations for the ransition
YZK and the introduction by the

Commonwealth Government of the
Goods and Services Tax (GST) to
replace Australia’s complicated  sys-
tem of wholesale taxes. The GST will
have a major impact on financial insti-
ttions, including credit unions and
their 3.5 million members, when it is
introduced on June 1, 2000,

CANADA [CUCC) - During 2000, the
Canacdian crecit union

@ movement will con-
Frismmsm =T tinue to focus jts
efforts on the National Initiative

Froject in order to work towards
achieving greater efficiency and
sccuring a stronger position in the
marketplace. Grassrools input into
the process has led to the adoption
of a dual track approach, Work con-
tinues towards a “go/no zo” deci-
sion on a third phase involving the
formulation of a detailed business case
tor a MNational Service Entity (NSED.

Recognition of the “big bang”
approach o establishing the NSE has
led o the creation of an Options
Committee. The committes will study
opportunities  for immediate  action
that include the consolidation of func-
tional areas of operations across
provincial Centrals; the formation of
inter- and intra-regional approaches
to service delivery; and the imple-
mentation of discrete, sequential steps
that mayv be taken in building an NSE,
Also, in light of the Canadian federal
government's intention to introduce
new financial institutions’ legislation,
the Canadian system will continue
pursuing amendments that ensure the
most flexible legislative environment
possible for credit unions,

Other strategic plans w be followed
in 2000 include technology initiatives
such as the development of a nation-
al chip card strategy. It will integrate
the functionality of debit, credit,
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e-cash, lovalty programs and other
value-added products; and the devel-
opment of an e-commerce solution by
expanding the national home banking
product with the eventual goal of
developing an enterprise-wide model
that will include supplier affiliates,

CARIBBEAN (CCCU) — The Caribbean
@fm Confederation of Credi
stemdtvelrs  [Inions (CCCLY and its
affiliates had a very smooth change
over from 1999 to 2000, with no
reports of YZK  problems, Having
passed that milestone, CCCU can set-
tle down to concentrate its energies
on  further implementation of the
Development Plan “Beyond 2000."
This plan calls for the development of
COCU along three departiments: trade
association,  business  center  and
development foundation,

The trade association, in addition
to providing advocacy, representa-
tion and lobbying on behalf of the
regional cooperative movement,
will continue to implement its pro-
gram of Institutional Development
using World Council’'s Model Credit
Union approach. Major emphasis
includes professional management,
leadership training and education,
yvouth development programs and
credit union certification.

The business center will be established
to provide member leapues and credit
unions with cutting edge information
technology, competitive financial serv-
ices, project administration and state of
the art technical services,

The development foundation pro-
vides social and community devel-
opment support through  disaster
relief, education and training, schol-
arships, youth programs and chari-
table donations.

FiJI (FCUL) — The Fiji credit union
& |Inm-enwm is p}-c[mr-

ing to establish a
central banking system for credit
unicns. Toward that end, FOUL sent
credit undon leaders 10 Australia o
cliscuss the concept and implementa-
tion of a central finance facility (CFF),
While in Australia, Fijian credit union
leaders also attended the Development
Education course sponsored by the
Credit Union Foundation of Australia.

Following up on initial CFF discus-
sions, a CUSCAL advisor took part in a
one-weelk workshop on central bank-
ing held for Fijian credit union leaders.
FCUL credit union leaders also plan o
visit New Zealand to learn more about
the stucture of their CFF,

Credit union leaders continue o lobly
the Fijian government to pursue =
review of the Credit Union Act, which
would bring it in line with the eco-
nomic and social behaviors of oday’s
consumer financial marketplace.

GREAT BRITAIN (ABCUL) — Following
last year's government
announcements on  the

g future of credit unions

ABCUL !

ABCUL has hit the

ground running to turn the proposals
into reality.

One of the major suggestions con-
tained in a Treasury Task Force report
announced by the government was
the formation of a Central Services
Organization (CS0) for credit unions.
The task force was made up of repre-
sentatives from banks, building soci-
eties and credit unions. The C50 will
draw on the expemise of all these
organizations o help credit unions
achieve economies of scale in the
provision of services 1o their mem-
bers. It is anticipated that banlks and
building societies will initially fund
the CS0, bt the credit unicn move-
ment will have the majority control in
S0

Y

the organization. A business plan is
currently in development.

Another service that will positvely
affect credit unions is the new web
site ABCUL plans o launch in March,
Consumers will be able to search for
a local credit union and send an
e-mail if they want to become mem-
bers. Credit unions will be able to
access inlormation, book registrations
for conferences and training courses,
see the latest news and chat with
other credit union members about
important issues. Visit the new
ABCUL web site at waww.aboul org,

IRELAND (ILCU) - The Year 2000
promises o be another
challenging vear for the
Irish League of Credit
Unions, The level of com-
petition in the Irish financial market-
place looks set o intensify even fur-
ther. The movement will continue to
build on the foundations laid last year
to ensure that credit unions sarisfy the
needs of all their members.

IRELAND

The biggest section of those founda-
tions is ISI5, a computer system that
will enable every Irish credit union
to offer the same services 1o mem-
Bers. Year 2000 will also see the fur-
ther development of the system and
trials in selected credit unions
throughout Trelanc.

The new Regulatory Authority and a
campaign to ensure that credit union
members receive a fair deal from
taxation rules in the Republic of
Ireland, as well as a new regulatory
framework in Northern Ireland will
mean considerable work for the
movement., ILCU seeks to ensure
that the legal environment recog-
nizes the unique nature and role of
the movement. In the first pre-budget
submission to the Irish Government

Continued on Page 16



Global Trends

What is
Demutualization?

Changes in Credit Union
Ownership Structures

Demumalization, share capital reorganization, charer
conversions._global  wrends  among  credit  unions?
Certainly not. Yet in the last few years and recently, the
tracle press has been abuzz with incidents of credit
unions changing their ownership structures. World
Council’s International Credit Union Leadership [nstitute
in Sydney, Australia last August also provided a discus-
sion forum on these isolated, but eve-opening examples.

Defining Demutualization

Current Australian discussion of changes in corporate
structure  includes  demutualization.  Demutualization
replaces a credit union's cooperative structure with one
of stock ownership, Internationally, the same phenome-
non occurs in a different guise. In Canada, the 19905
witnessed the first credit union issuing non-member
shares on the stock marker. The last decade in the United
States saw more credit unions convert to federal thuift
charters than in the past, although the past is difficult to
assess due to minimal data. In Great Britain, 10 of the
largest building societies have abandoned mutual own-
ership in the last six years.

Credit unions, thrifts, building societies, cooperative
banks and banks all have unique ownership structures,
which generally are defined in their respective chaners.
Based on the principle of “one member, one vole,” a
credit union charter is the purest form of mutuality. At
the other end of the ownership spectrum is stock own-
ership, which is a defining characteristic of bank charters.
Between these two ownership structures, other semi-
mutual ownership structures exist that allow only some
members the right to vore and own shares.

Examples of Ownershify Conversions
Australia: The Australian discussion of changes in cor-
porate structure has introduced the term “demutualiza-
tion,” which takes either an internal or an external form.
Internal demutualization is the phenomenon of mutuals
broadening their capital base by issuing additional trad-
able shares o non-members. External demutualization
refers to the mkeover of a credit union by, or the trans-
fer of members’ shares to a stock corporation.

Demutualization in Australia underscores the adverse
effects on credit unions and their members. In 1997,
Sunstate Credit Union demutoalized and mransferred its

charter to a listed build-
ing society—a semi-mutual
structure, The terms of the
offer limited members 1o
purchasing shares in the
building society. Further-
more, 10% of the shares
were reserved for officers
of the credit union. The
building society's share
register indicates 86% of
Sunstate members received
M COmpensation.

Great Britain: In April
1999, Bradford & Bingley,
the United Kingdom's sec-
onel largest building society,
announced it would con-
vert to a bank after mem-
bers voted 62% in favor of
the conversion.

Canada: Surrey Metro
Savings, Canada's  second
largest credit union, under-
went a share capital reor-
ganization in 1992 that
enabled it to issue non-vot-
ing shares sold on the
Toronto Stock  Exchange.
The public shares are non-
voting, while “members”
still own up o 1,000 voting
shares at $1 each. The vol-
ing shares are essentally
treated as debt and have a
fixed percentage  payout

- 10 -

based on the prime lending
rate, Issued ar 54,50 in 1993
(taking into account o 1994
two-for-one split), they hit a
high of $152% in 1995
Return on Non-Voting Share
Equity for the fist three
months of 1998 was 12.87%,
compared to 10.46% for the
same pericd in 1997,

While many Canadian cred-
it unions have considered
going public, most have
rejected the idea because it
removes the members from
their ownership position.
For example, St Willibrord
Community Credit Union of
Loncon, Ontario has creat-
ed some new classes of
member  shares to raise
capital, but it stopped shon
of following Suwrrey Metro's
example of going public,

United States: Between
1995 and Seplember 19499,
the United States counted
11 credit union to thrift
CONVersions, represénting
a mere one-tenth of 1% of
all credit unions. Last April
1999, Sacred Heant Federal
Credit Union in  South
Carolina transformed into
a mutual savings bank, the

first eredit union in the



Southeast to do so. Follow-
ing in October, Pacific
Trust Credit Union in
California  converted 1o
a savings bank charter,
hecoming the largest mutu-
ally-owned bank in the
country with approximately
US$228 million in assets.

There are also cases of
1.5, credit unions continu-
ing down the ownership
spectrum to adopt  stock

ownership. In 1997,
Lusitania  Savings DBank,
which was  originally a

credit union, transformed
into a stock company.
Similarly in September
1999, 1GA Federal Credi
Union converted to IGA
Federal Savings Bank.

Where Do

Members Stand?
Graham Loughlin, general
manager of  movement
development and business
services at Credit Union
Services Corporation
CAustralia) Ltd., notes that
the country’s favorable eco-
nomic climate caused a
surge in competition, “For-
profit lenders, in their quest
for growth in a competitive
market, have raised the
specter of demutualization:
the threat that external
groups will take over credit
unions,”  says  Loughlin,
(Credit Union Magazine,
p. 68, 11717990, “Acquiring
lenders can put any offer to
a credit union's members,
Then it's up to the mem-
bers to vore," he says,
“There's no antecedent test
of fairness required before

putting the offer o a vote,
I'd be very surprised if
some of Australia’s regional
banks weren't already
identifyving larger credit
unions whose market
niche aligned with their
own development plans.”

The question that is cata-
pulted to the forefront is
whether members will
ralue a quick profit more
than their vote. The case of
Surrey Metro suggests that
members  might not  be
indifferent to the Fate of the
credit union mutual owner-
ship structure, after all. By
issuing public shares Surrey
Metro increased its ability
to further raise equity in
public markets, and per-
haps contributed to setting
the stage for a take over. In
February 1999,  Canada
Trust offered to buy Surrey
Metrer Savings Credit Union
for $131 million, or $24 per
share. The credit union’s
board and management
team approved the merg-
er, but outraged members
voted it down.

Orther examples of members
taking a proactive role in
maintining the credit union
charter include the 1997
case of Citizens Community
Federal Credit Union in the
Unitedd  States,  Members
wrned back an attempt to
convert their credit union
inte a mutual savings bank;
55% of members voted
against the conversion.

The Impact of Regulatory Changes
Understanding a country’s legal and regulatory frame-
works can offer insight into why corporate structure
changes are pursued by credit unions, For example,
Canadian regulators changed the Credit Union Act such
that credit unions were allowed to sell shares o non-mem-
bbers, as implemented by Surrey Metro Savings. This
allowed for a mixed-ownership structure. In comparison,
the current Australian legislation precludes the possibility
for credit unions o separate their members and share-
holders into different classes,

In the United States, the relative increase in credit union
conversions is mainly attributable to legislative change.
Compared to federal credit union charters, mutual sav-
ings bank charters are subject to fewer constraints, par-
ticularly in the domain of membership,

When wuying to understand credit union ownership
strategies, it is often more instructive to examine the pos-
sibilities granted, or not granted, by complementary legal
and regulatory framewaorks, rather than merely observing
{'hﬂ]'.lgl:ﬁ in C{JT']()F{'E[{_‘. SIrLCTUres,

Credit Union World thanks Mark Shafroth, director, data and
statistics, CUNA; Bill Knight, CEQ, Credit Union Central of
Canada; and Graham Loughlin, general manager of move-

ment development and business services, Credit Union
Senvices Corporation (Australia) Ltd. for their assistance in
researching the information for this article.




People-to-People

Building Partnerships

with Ecuador

Co-sponsored by World Council of Credit Unions, Ine.
CWOCCED, the National Credit Union Foundation  and
CUNA Mutual Group, the People-io-People program
brings together people from different eredit union move-
ments and encourages credit union leaders o get
involved in  partnerships, internships and volunteer
program assignments.

People-to-People internships allow credit union leaders
to gain knowledge and experience from other credit
union movements—in a sense, carry oul a piece of a
larger international credit union development effort,
From these internships, more formal parnerships
between 115, leagues and overseas movements continue

to form—further expanding the cooperative exchange of

information and ideas.

Three of the most recent People-to-People exchanges
have taken place between Ecuador and the United States.
Lately, Ecuador has been in the spotlight of the interna-
ticnal news media because of socio-political events that
inclucle last year's countrywide strike, a severe economic
crisis and this yvear's uprising by the nation's indigencous
people. Throughout this time of financial uncertainty,
credit unions have remained strong and continue 1o
demonstrate growth, protected by the stringent disci-
plines instilled through a World Council of Credit
Unions development project. To conlinue  credit
union development in these difficult times, World
Council's People-to-People program is working 10
foster and build key parnerships with Ecuador,

IiHiH
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A Colorado Connection
I the first phase of an ongoing connection
and partnership with the Colorado credit
union movement, {ive Ecuadoran
credit  union
MiaAnagers
visited the

Jose Carrilo and Jose Villaiba

Colorado  Credit Union
League in September to
learn how o apply U5,
credit union  operational
methods o their
organizations. (See photo
caption on the next page
to identify participants.)
Interns spent two days
each at the Boulder
Municipal Employees FCU,
Space Age FCU, Denver
Post FCU and the league.
Meeting with credit union
and league staff, Ecuadoran
interns learned about lend-
ing and savings procucts,
financial management,
investments, marketing and
human resources. They also
spent time leaming about
league operations and cor-
porate credit unions.

LWL

Mark Lau, president of
Boulder Municipal explained,
“We love the experience
this gives our employees

Ecuadaoran interns enjoy Chicaga on
their day off, {l-r) Diego Espinoza,
Mary Martha Fortney (NASCLIS),

c
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e learn  about  credit
unions in other countries.

I hope we gave our
Ecuadoran  friends  infor-
mation they can use

when they return home.”
Upon their return, mem-
bers of the internship
group repored back 1o
World Council that they
had already made modifi-
cations to and
were  reviewing  lending
policies and waorking
toward better financial
Mmanagement ljl'ﬂCl'in:S.

Services

NASCUS Provides
the Examination
Example

Last December, Ecuadoran
representatives  from  the
Superiniendency  of Banks
traveled to the LS. to study
howe credit unions are regu-
lated and supervised. The
Mational Association of State
Credit Union  Supervisors
(NASCUS) played a key role
in facilitating and organiz-
ing the training for the
Superintendency repre-
sentatives.



Interns  included Oscar
Granda Astudillo, Financial

System Expert Supervisor,

and  Financial  System
Supervisors  Jose  Carillo
Canclara, Diego Espinoza

Salazar, Jose Villalba and
Pable  Zumarraga,  Mario
Galarraga, WOCCU Ecuador
project manager and Luis
Jara, project staff member,
accompanied the group.

latory agency and maintain
mutual trust and respect.
Following the examination,
they concentrated on learn-
ing how regulations are
created, discussed  private
share insurance and looked
at how laws governing
crecit unions are made and
enforced. The 10-day ses-
sion concluded with train-
ing in supervisory aclions.

{-r) Dr. Fausto Manjarrez, general manager, Cooprogreso Coopérativa de
Ahorro y Crédita; Carlos Acosta, general managey, Pablo Munoz Vega CLI;
Raoberto Jarre, general manager, Commaearcio CU; Migusl Freire, genaral
manager, Caopérativa de Ahorre y Crédito, San Francisco; Marlo Galarraga,
proyect manager, World Council of Credit Unions; Mark Law, CEQ, Boulder
Municipal Employeas FCU; Jose Balarzano, general manager, Coapédrativa

de Ahorro p Crécite, 23 de Jullo

Various  lraining  Sessions
ook place at different
locations  in the United
States: NASCUS headquar-
ters in Washington, DO,
the Hlinois Department of
Financial Institutions  in
Chicago and the Colorado
Division of Financial
Services in Denver. During
their stay in Washington,
the group also met with
the MNational Credit Union
Administration.

Alter two days covering
such topics as creating a
credit union  regulatory
agency and deposit insur-
ance, the group observed
an actual credit union
examination in Chicago at
the Motorola Emplovees
Credit Union. The interns
were impressed that credit
unions in the U.S. strive o
cooperate with their regu-

Maric Galarraga, WOCCTT
project director explained,
“The hands-on experience
that regulators were able
to gain through the World
Council internship is
invaluable—as was the
opporunity to learn from a

more  developed  move-
ment’s experiences,.”
People-to-People  intern-

ships, exchanges and part-
nerships provide a unique
cross-cultural exchange of
ideas and  experiences—
reinforcing that the credit
union difference is founc
worldwide.

U.S. CU Representatives Visit Ecuador
In November 1999, Judy Weidman, managing editor of
Credit Union Magazine and Jane Willard, vice president
of governmental affairs and public relations for the
Colorado Credit Union League visited Ecuadeor as part of
a People-to-People exchange. They studied WOCCU's
Model Credit Union development project, met with rep-
resentatives from the Ecuadoran Superintendency of
Banks and interviewed credit union members operating
successful microenterprises. This exchange was the sec-
ond in a series of future ongoing partership activitdes
berween the Colorado Credit Union League and the cred-
it union movement in Ecuador,

Jane Willard explained, “I was especially impressed with

the success of the credit unions participating in
WOCCU's Model Credit Union project, in particular the
level of sophistication in their marketing activities and
the breadth of lending services provided to microentre-
preneurial members. I was also impressed with their
assessment of how to proceed in forming an association,
as well as their work with regulators to improve product
and service delivery and efficiencies for the credit unions
in Ecuador. T believe there is a great deal we can learn
from each other. The Colorado credit union movement
looks forward to continuing
this mutually beneficial
relationship.”

To assist World Council,
CUNA cormespondent, Judy
Weidman  interviewed credit
union member microentrepre- C
neurs. Her stories and photo-
graphs from Ecuador and
Guatemala appear in the fea-
ture article on pages 6 and 14.
In addition, her work from
these two countries can be

)0

]

seen in the exhibit, “CEAMD
and WOCCLU: Celebrating Credit ]
Unidon Microenirepreneurs” at a'/‘

the International Trade Center
in Washington, DC, February
26 through May 31.

11
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Mario Galarraga (far left), Judy
Weidman {canter) and Jame Willard
(far right) discuss credit unian supervi-
sion with representatives from the
Superntendency of Banks in Ecuador.
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Celebrating Microentrepreneurs

Continued from Page 7

have gradually increased
from 10 million lei
(U55540) 1o 15 million lei
(US5820) to 38 million lei
(USS2.070) for her most
recent loan. She’s also pur-
chased a car, copy machine
and new plumbing, all with
loans from the credit union.

In the future, Maria would
like to take out a loan to
purchase the space she is
currently renting from the
city government. To pur-
chase the space, she has o
pay the government in one
lump sum of 732 million
lei (LS340,0000 “1 also
|'Jiili'.l L Sa@ve maore I'I'If‘.ll'.l{.’.‘:"
in the credit union, but
with the very low margins
on medicine sales and high
expenses, | don't have that
much right now. That's
why being a member of the
credit. union is so impor-
tant,” explains Maria.

“When you are in need,
the credit union is always
there for you. As my phar-
macy grows, 1 keep work-
ing with the credit union,
That kind of collaboration
is good for every person
involved in business,
Unlike banks, the credic
union is the only institu-
tion that accepts the full
value of my collateral as
security  for  loans. The
paperwork is easier (o
complete and they're
much faster.”

When asked how her life
has changed since becom-
ing a business owner,
Maria says, “My six staff
members and 1 work long
days, seven days-a-week,
but thars okay. All my
efforts go toward my busi-
ness, rather than the state.
I like what I'm doing. The
personal rewards of help-
ing my community are
important o me.”

Keeping the Faith in Nicaragua

One of the very first mem-
bers of Coopérativa Taguei
and a refreshment vendor
for the last 23 years,
Marixta Avala Almendares
has remained a loyal
member through the bad
and now the good times,
Marixta had been a bor-
rower and a saver with
money  in shares  both
times the credic union
failed in the past as a
result of changes in gov-
ernment and the devalua-
tion of the currency. She
says, “Despite the prob-
lems this caused for me, 1
didnt lose Faith in the
credit union, because the
banks had also failed dur-
ing those periods.”

After having sought credit
for her business from a
group lending approach
and being displeased with
the delinquent repayment
of fellow borrowers, she
turned to laguei following
its  reactivation in 1994,
Needing short-term loans
for her refreshment busi-
ness,  Marixta  obtained
four small loans, rang-
ing from approxi-
mately 1,000 1o
5000 cordobas
(UU5584 1o
US5420), at
viarious  tmes
to purchase
inventory
and  other
business
inputs,

Recently, Marixta took out
her largest loan yer of
10,300 cordobas (US$883)
L start a new business in
the market area that she
will eventually turn over to
her daughrer.

The credit union has alse
helped Marixta to begin
saving. “l try to save some-
thing from my business
profits every day, even if
it's  just  one  cordoba
(Us50.08)." Currently her
savings account exceeds
3,000 cordobas (US$232),

As an active member of
the credit union, Marixta
was elected to the board
of directors  in 1996
Although no  longer a
member of the hoard due
o increasing  [amily
responsibilities,  Marixta
says, “I'm really pleased
with what the credit union
has been doing to improve
services o members.
In fact, 1 feel that the sav-
ings services are the most
important change. Because
the credit union is helping
members 0 save TNONEeY
from our businesses, we, in
turn, are able w help others
in the community to
improve their lives. In this
fragile economy, there's
nothing  more  important
than that kind of teamwork
and saving for the fumre.”

A refrazhment vendor, Marixta Avala
Almandares values the savings services offered
by her cradit union. She saves something from
her business profits every day
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Realizing a Family I)ream in Eéuadar

Luis Flores' parents would
be very proud of their chil-
dren. He and his siblings
have taken a picturesque
picce of land they inherit-
ed from their parents and
transformed it into a prof-
itable business venture. In
the process, they've man-
aged o not only retain the
land's natural beauty but
enhance i, as well.

Alongside the highway out-
sicle of Cayambe, Ecuador,
is a sign denoting the trout
farm, restaurant and tourist
cabins, which Luis, his two
sisters, their hushands and
two cmployees have built
—with help from their
credit union.

Luis reveals, “I first became
involved with the credit
union in 1996. Coopérativa
de Ahorro v Crédite 23 de
Julio in Cavambe has grant-
ed  Luis

four loans o

build and expand his
business. He used the first
loan of 2,000,000 sucres
(US $114) o buy machin-
ery, the second loan of
6,700,000 sucres (US53800
to build the restaurant and
the third loan of 11,000,000

sucres (US5624) 1o build
rental cabins. The fourth
loan Luis acquired was for
19,000,000 sucres (USS1.077
to huild a deck outside the
resturant so Customers cin
enjoy the bucolic view.

Luis already has plans for a
fifth loan. He'll uwse the
money to build a bottling
plant s0 he can caplure
and sell the cold, pure
water that comes rushing
out of the mountain,

All of this began with the
ponds eight vears ago. Luis
stocks the ponds  with
trout. Customers catch the
fish and have it prepared
to their liking in the restau-
rant, The cost is 9,000
sucres  (IS30.360) for a
satch; the preparation of it
along with a serving of
salad and french
10,000 sucres

rice,

frics costs

CTTSE0 400,
When the
customer  does  not
want to catch the fish, the
cost of the meal is 19,000
sucres (USS0.76). He also
sells his fish to other
restaurants, To expand,

[ Luis plans to build another

pond and /stock it with
= e

tropical-fish.

The credit union has con-
tributed to this burgeoning
enterprise in wavs other
than simply financial. For
instance, Luis  recently
attended a course the cred-
it union offered on grow-
ing tomatoes. As with most
things, Luis put his new-
found  knowledgze  inmo
practice and has a green-
house filled with flourish-
ing tomato plants. He had
planned o use the toma-
toes only in his restaurant,
but the plants are so pro-
ductive that he's begun
selling the excess. As
Luis proudly surveys his
achievements, he says in
his quietly understated
manner, “T am thankful tha
the credit union has helped
my Family so much.”

In fact, the credit union
b helps many  microen-
trepreneurs, like me,
through  low  interest
“rate loans and incen-
" tives to take educational
- classes. They also offer
medical and dental servic-

[ =18 insurance FI!'{ZH’JLH’_"..‘F1
and other helpful financial
services. But the best

part,” explains Luis, “is that
we are the owners of the
credit union.”

Luis Flores stands in front of one of the
trout ponds thal has helped him became a

successful microenfrepranacr;

For more stories on
. credit union

WOCGL: Gelebrati
Credif Union

Microentrepiyencurs

Vistt on-line at
www.info.usaid.gov

oy e — e
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Continued from Page 2
in November 1999 ILCU proposed
that the government formally recog-
nize the Irish league as one of their
“Social Partners.’

Other changes in 2000 include fur-
ther restructuring of the league
alfices in Dublin, continued prepara-
tions for the introduction of the new
European currency and the league's
first Annual General Meeting o be
held in Beltast since 1984,

LATIN AMERICA (COLAC) - For
2000, the Latin-
American  Credit
Confederation (COLAC) is
strengthening its presence throughout
Latin America by launching a new set
of puidelines that will be implement-
ed on the basis of a solid and efficient
labor structure,

— COLAC

A —
L _"'

Lnion

The new dynamics, which COLAC will
inject into the cooperative movernent,
arise primarily from the changes and
events that have taken place in the
foreign sector in the late “90s. The
crises in the credit union movements
of Colomlbia, Argentina and Costa Rica
have changed the structure and com-
position  of membership and  the
equity of those national movements in
the organization.

Over the next vear, COLAC's member
driven activities will focus on lobby-
ing actions, developing a portfolio of
linancial services, education and train-
ing, support for cooperative develop-
ment, resource  management  and
membership and integration.

As the guiding organization of credit
unions in Latin America, COLAC's
strategic approach and themes will
focus on financial efficiency, operat-
ing efficiency, communication and
transparency, international links,
membership orientation, positive
actions in gender issues and profes-
sionals with a vision for the future,

POLAND (NACSCU) — The passage of
swokK last fall's Economic Activity

r@ Act effectively opened up
i;«i new market opportunities
" for Polish credit unions.
While the movement requested and
received a 12-month  vacatio Jegis,
efforts of the National Association
helped to shorten the implementation
timeframe from 12 to three months.
Credit unions will now be able 1o open
business accounts and extend business
credit and loans 1o their members start-
ing as early as April 1.

The Credit Union Mutual Insurance
Society CCUIMIS) raised its capital level
1o US54 million in conjunction with its
decision to expand its product offer-
ing to include full propery insurance
coverage (honding) for credit unions
and their members and credit insur-
ance. In addition, the deposit insur-
ance level at CUMIS was raised to
11,000 euros, the amournt on par with
banking institutions.

Other NACSCL legislative goals and

movement activities for 2000:

e pain crecit union access o the
nationwide Credit Information
Bureau, the MNational Payment
System and the National Clearing
House;

* obtain exclusion from the Consumer
Credlit Act;

e proect and maintain income tax
exemprion for credit unions;

¢ increase the number of credit union
outlets to at least 450,

o increase assets o LS5340 million;

+ [rther develop ATM and payment
card svstems SKOKCARD and VISA
ELEKTRON;

s cxtend introduction of the 50
management quality system over 3
larger group of credit unions; and

« expand a new credit union services
distribution system presently in the
pilot phase.
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NEW ZEALAND (NZACU) -

-3 N EEALANT

ASHWLATRIS O

CRFTHT A0S
gronmernt,

committed o more expansive social
policies, These policies are likelv to
Facilitate NZACL's current negotiations
with the Ministry of Commerce for
greater freedom of operation within
the markeiplace, at present severely
regulated. Once a change in legislation
is affected there s excellent potential
for expansion, as banks are withdraw-
ing from the many small communities
which make up the vast majority of
rural New Zealand. Actively lobbying
the government for an urgent change
in legislation is one of NZACL's major
abjectives for the Year 2000,

Mew
Zealand  has  recently
had a change of gov-

which s

Tighter prudential standards are being
introcduced for all credit unions in
MNew Zealand, which have to be in
place by mid 2001, The NZACU is
playing a major parnt in this process
providing legal and linancial advice,
guidance and support. Once these
standards are in place, New Zealand
creclit unions will have a substantially
more secure and sustainable future, as
the regulations will put them on the
same footing as the country’s banks.
The nationwide marketing and pro-
motional campaign undertaken and
managed by the MAACU continues o
benefit credit unions while educating
the population on the benefits of
placing their financial affairs  with
credit unions,

ROMAMNIA ([UNCAR) - World Council,
UNCAR and its rterritorial
unions (UTCARs) continue
elffors 1w modernize CARs
with market-based savings

and loan services. WOCCU received a

USs52 million grant from the United

States Agency for International

Development (USAIDY. The gramt

provides the resources for WOCCU o



detes 2900

continue its credit union development
and training project in the country for
the next four years from October 1999
1o September 2003

I 2000, UNCAR plans to begin a pilat
program 1o offer consumer financial
advice to members. They anticipate
that the service will be systemwice
by 2003. UNCAR is also in the
process of purchasing majority shares
in Romanian Popular Insurance to
provide fidelity and loan guaranty
insurance premiums for members.
UNCAR anticipates having a majority
ownership by April.

Inn a significant govermment relations
victory, LINCAR worked with  the
Ministry of Finance o adapt the gen-
eral chart of accounts for all financial
institutions. UNCAR and its member
CARS were the first to implement and
main access to the new chant of
accounts, hefore all other [inancial
institutions in Romsania.

Although not in the immediate funare,
UNCAR hopes to develop a single
CAR-specific computer software plat-
form, debit and credit card products,
a svstemwice liquidity fund and a
guarantee fund, among other long-
term objectives,

RUSSIA (RCUL) - In the beginning of
— 2000, there were approxi-
mately 200 mutual  credit
unions in Russia, with more
then 40000 members. The
RCUL represents (3 credit unions from
23 Russian regions, Total assets of the
credit unions with RCUL membership
are approximately US52  million.
Generally, credit unions in Russia
have the following social bond: 60%
of shareholders are women, 5% are
business owners and more then 85%
are age 40 and older,

The main task set by RCUL manage-
ment for 2000 is focusing on the reju-

venation of the credit union social
bond and atracting new  potential
member markets,

The league anticipates that in 2000 all
credit unions will accept and observe
the financial standards approved by
the RCUL general assembly. In addi-
ticn, RCUL expects that in 2000 both
a Central Reserve Fund and Central
Deposit Fund will be fully opera-
tional, with 80% of credit unions par-
ticipating, up [rom 30% in 1999,

volunteers are the main stalf reserve
for the credit union movement in
Russia, Last year, RCUL management
introduced credit ratings for these vol-
unteer sharcholders. To date, there
are 36 volunteer shareholders and in
the year 2000, the number will likely
increase to 70 people.

RCUL considers its activities to be
part of the international movement
and aspires o represent all Russian
credit union shareholders’ interests—
including RCUL-affiliated credit unions
members as well as those credi
unions, who are unable to obtain
full-fledged membership for various
reasons or are unwilling to join
the league.

UNITED STATES [CUNA) — The L5
movement's 11,000
credit unions wel-
comed the year 2000
with vigilant readiness, but experi-
enced nothing out of the ordinary and
all systems operated as expected—a
testament Lo the preparation and ded-
ication of thousands of credit union
people who worked  overtime  to
maintain the highest standards of
member service,

CUNA & Affiliates

On the legislative front, CUNA  has
again ranked among the 1op 235 groups
in forfune Magazines annual survey
al the Most Influential Lobbying
Organizations  in Washington, DC,
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further solidifying its position as the
pre-eminent national lobbying voice
For America’s credit unions. CUMNA was
recognized by Capitol  Hill  stalf,
Washington  lawyvers, lobbwyists  and
White House aides surveyed by
Fortune as number 18, landing in the
top 25 in a vear when credit unions
were not facing a legislative challenge
on the magnitude of HR. 1151,

Tracing the high rate of personal
bankrupicies to a lack of financial
education in U5, high schools, CUNA
is working o sponsor a curriculum
offered by the Naticnal Endosment
for Financial Education (NEFE). The
program epitomizes a truly unique
opportunity for credit unions o fulfill
their service and education mission,
with the potential of positively affect-
ing the financial literacy of millions of
American high school students,

As business on the Internet continues
o expand in America, credit unions
are embracing e-commerce as another
way o serve their members. Record
numbers of credit unions now have
web sites and many others are pur-
chasing svstems to allow their men-
bers to conduct financial transactions
online. CUNA is reaching out 1o help
credit unions access this technology by
offering both web site development
and online banking services.
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than 40 dyramic speakers arxl facilit
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BIS Calls for Commentary on
Capital Adequacy

Cwver the last 11 years finan-
cial incustry supervisors from
over 100 countrics have
adlopted  the Bank for
International  Settlements
(BI5) 1988 Basle Accord on
Capital Adequacy. As the
government  continues 1o
consolickte financial industry
regulation in many countries
(see Credit Didon World, July
1999), credit unions have
increasingly become  subject
to these same standards, In

June 1999, the BIS indicated

that it would revise its capital
adeqguacy framework 10 bet-
ter align regulaory  capital
requirements  te o underlying
risks and to recognize the
improvements in risk meas-
wrement and control. The BIS
issued the linal series of
papers on the proposed
framework in mid-January.
World Council, in consulta-
tion with its members, is pro-
viding comments w the BIS
on is proposed framework.
Below is a thumbnail of
contents  for the 100-page
BI5 proposal,

Failures of large financial
institutions  in recent  years
have highlighted that the
Accord’s present capital ratio
of 8% of risk-weighted assers
is sometimes not o good indi-
cator of an institution’s finan-
cial condition. The revisions

World Council of Credit Unions, Inc.

3710 Mineral Point Boad

Madison, W1 33705-4493 1.5

A

are designed o meer the fol-
lowing supervisoy objectives:

+ the Accord should contin-
ue to promote safety and
soundness in the financial
svstem and, as such, the
new {ramework should al
least maintain the current
cverall level of capital in
the system;
the Accord should contin-
ue o enhance competitive
eoquality;
the Accord should consti-
mite a more comprehen-
sive approach o address-
ing risks; and
# the Accord should focus
on  internationally  active
Banks, although its underly-
ing principles should be suir-
able for application 1o banks
with varying levels of com-
Hexity and sophistication.

This new capital framework

will consist of three pillars:

1) minimum capital require-
ments, which seel 1o
develop and expand on
the standardized rules set
forth in the 1988 Accord,

23 supervisory review of an
institution's  capital  ade-
quacy and internal assess-
ment process; and

A effective use of market
discipline as a lever (o
strengthen disclosure and
encourage safe and sound
banking practices,
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1994, World Council
has promoted an internation-
al prudential standard  for
credit unions of institutional
or tier one permanent capital
(i.e. reserves and retained
earnings, which excludes
bath withdrawahle and non-
witherawable shares, general
allowrances for losses and re-
evaluation of assets) equal-
ing a minimum of 10% of
non-risk-weighted total assets.
WOCCL's standard is more
conservative than the 1958
Basle Accords requirement
of a minimum capital ratio of
% ol risk-weighted assets,
which inclucdes both first and
second  tier capital. Uncer
the Accord, as much as 5084
could be second tier capital
or other wypes of reserves,
such as peneral allowances
for losses, re-evaluation of
assets, subordinated debis or
chligatory  conversion 1o
stock capital,

Since

World Council encourages
members o hecome famil-
iar with these changes and
how  they might  impact
specific national regulatory
environments. To  obtain
the full proposals, visit
the BIS website at
warw bis.org/press,/ poooGn
F.htm. For WOCCL's inter-
natienal  prudential  stan-
dards see Credit Unian
Warld, July 1999 or visit
WWWLWOCCLLOIE,
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