
Zoom  microfinance
The savings-credit cooperatives in Peru  
and Ecuador and the development of rural 
financial services

Rural microfinance has undergone important developments in the last 

years but this evolution, marked by a significant growth in the number of 

clients and operators, should not mask the difficulties and limitations of the 

current approaches to answer the needs of the rural population. Rural finan-

cial markets are very specific. They are limited, scattered, difficult to access, 

they depend a great deal on agriculture and its adherent risks, they have little 

infrastructure, they are marked by seasonal fluctuations and they suffer from 

a weak credit culture and the lack of real guarantee (due to informal land 

ownership).

Therefore it is very interesting to analyse the supply of financial services 

and the microfinance institutions in order to improve the coverage and the 

penetration of the rural market.
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The savings-credit  
cooperatives

Savings-credit cooperatives are institu-
tions that play the role of a financial 
intermediary and are owned by their 
users. Their members usually share a 
common link (in terms of geography, 
community, activities, etc) and have 
equal voting rights, regardless of the 
number of shares they own. Savings 
and credits are the main services 
offered by cooperatives but some of 
them also offer additional services such 
a transferences, insurances, etc.

The concept of savings-credit coopera-
tive was first developed in Germany in 
the middle of the 19th century upon 
the initiative of F.W. Raiffeisen and H. 

Schulze von Delitzsch. Similar experi-
ences were soon reproduced in other 
regions of the world. Today, accord-
ing to the «World Council of Credit 
Unions», savings-credit cooperatives 
include more than 136 million mem-
bers in 91 different countries.

The development of  
savings-credit cooperatives 
in Ecuador and Peru

In Latin America, savings-credit 
cooperatives started to develop from 
the beginning of the 20th century. 
Nowadays, they play an increasingly 
important role in the supply of rural 
financial services, like in the case of 
Ecuador and Peru.
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though fragmented sector

The development of the sector 
after the crisis
The Ecuadorian financial sector was tried 
and tested by the financial crisis at the end 
of the 90’s, leading to a 6,3% loss of G.D.P 
and to the bankruptcy of 22 banks (repre-
senting about 60% of the financial system). 
Almost 65% of households became poor and 
400.000 Ecuadorians emigrated.

The sector of savings-credit cooperatives 
resisted the crisis relatively well and thus 
managed to gain the population’s trust. Ever 
since the crisis, the sector has been growing 
continuously and enjoys the highest growth 
rate in the financial sector (50% growth of 
assets per year in the 2000-2003 period). This 
evolution is essentially linked to the increase 
of members and savings.

Significant growth
Currently, the sector of savings-credit coop-
eratives constitutes the second actor at the 
national level after the banking sector – with 
more than 550 selling points – and represents 
10% of the national financial movements. 
There are more than 430 cooperatives (37 of 
which are regulated by the Administration 
of Banks and Insurances) that serve about 
1.800.000 clients, 60% of which are micro-
enterprises (and 45% rural micro-enter-
prises). 
The credit activities show a constant growth 
both in the portfolio’s volume and number of 
credits. The portfolio doubled between June 
2003 and 2005 from 187 to 577,5 million dol-
lars. However, the country is still not evenly 
served. According to the National Direction 

of Studies and Statistics, the credit portfolio 
is concentrated in the mountainous regions 
(79%).
Over the same period of time, savings grew 
from 272,7 to 482,1 million dollars. The term 
deposits – that have increased by 89% – went 
from an average amount of 203 to 257 dollars 
whereas the ordinary savings – with a 72% 
growth – went from 2.445 to 3.506 dollars 
on average. The geographical distribution of 
savings is similar to the distribution of credits, 
with 77% in the mountainous region.

Growing presence in the rural area
The urban and rural sectors are not served 
evenly. At the beginning of the 60’s, when 
the sector of savings-credit cooperatives was 
being developed in Ecuador, 37% of coopera-
tives were rural but in the following decades 
the trend was inverted and nowadays, most 
cooperatives operate in the urban sector for 
trading and production activities, and the 
average amounts exceed 1.000 US $ per 
credit. Only recently new rural cooperatives 
have emerged, especially with the support of 
international cooperation and NGOs.
The portfolio of credits earmarked to agricul-
ture has shown growth in the last few years. 
However, the percentage of agricultural cred-
its remains relatively stable at about 6-7%.

A discriminatory legal framework
The Ecuadorian system is characterised by 
the coexistence of regulated and non-regu-
lated cooperatives. Regulated cooperatives, 
supervised by the Administration of Banks 
and Insurances only represent 65% of the 
cooperative system. They are «open» cooper-
atives, i.e. they offer their services to members 
and non-members. Non-supervised coopera-
tives, which depend on the Ministry of Social 

Evolution of the portfolio of credits earmarked to agriculture

Dates Jun-03 Dec-03 Jun-04 Dec-04 Jun-05

Amount of credits 8,711 10,270 12,934 14,730 18,675

Portfolio's amount (US$) 12,744,868 17,237,868 23,450,503 30,477,750 39,731,103

Source: Direction Nationale des Etudes et Statistiques, Ecuador
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of Cooperatives of 1937 – reformed in 1964 – 
are not authorised to offer their services to 
third parties and are therefore «closed» coop-
eratives.

 The Peruvian case: A sector with 
 a tendency towards concentration 

A badly hit model
The Agrarian Bank has played a decisive role 
in the financing of the agricultural world but 
at the end of the 80’s, hyperinflation and the 
changes to the legal framework of the finan-
cial sector led to the end of many financial 
institutions, namely the Agrarian Bank. Since 
then, few financial institutions offer financial 
services in rural areas. Savings-credit cooper-
atives are not really present as they have been 
badly hit by the economic crisis of the 80’s. 
In 1998, only 176 of the 600 cooperatives 
registered in 1991 were still operational and 
most of them dealt exclusively with outstand-
ing debts.

Concentration and growth of the sector
The sector of savings-credit cooperatives 
includes 162 cooperatives with about 500.000 
members in 21 regions of the country.

The evolution in the last years shows a grow-
ing concentration of the sector – characterised 
by a reduction of the number of cooperatives 
and an increase of their size – together with a 
significant growth: their global assets multi-
plied by 7 between 1992 and June 2005 from 
250 million to 1521 million Soles(1). This 
growth was accelerated by the significant 
contribution of cooperatives located in the 
province, with a 26% average growth rate for 
the 2003-2004 period.
This growth is reflected in a higher volume 
of activities:
 The volume of the total credit portfolio 

has increased tenfold between 1992 and 
June 2005, reaching a total of 1029 Soles. 

Credits are distributed as follows: credits 
for consumption (48,6%), commercial 
and micro-enterprise credits (42,7%) and 
mortgage credits (9%), with a 9,8% rate of 
outstanding payments.

 There is also a very important increase in 
savings from 150 million to 902 million 
Soles between 1992 and June 2005 (72% 
of which are placed in term deposits).

What are the opportunities 
for the rural world?
Taking a look at the entire sector, only few 
savings-credit cooperatives focus on the rural 
sector. However, many activities of coopera-
tives located in the province, or in the towns, 
also concern rural populations.
According to the National Federation 
of Savings-Credit Cooperatives in Peru 
(«Federación Nacional de las Cooperativas de 
ahorro y crédito del Perú» – FENACREP), 20 
cooperatives can be considered to focus on the 
agrarian sector. They include almost 90.000 
members, a credit portfolio of 237 million 
Soles and 242,9 million Soles in savings (75% 
of which are term deposits). These coopera-
tives are globally well served in liquid assets 
but there are important variations depending 
on the agrarian calendar. 

A unique legal framework
Since 1996, the financial sector has been gov-
erned by a new law(2) characterised by the 
liberalisation of interest rates, the State’s with-
drawal as an intermediate in financial activities 
and the reinforcement of supervision and con-
trol mechanisms through the Administration 
of Banks and Insurances («Superintendencia 
de Bancos y Seguros» – SBS), the national 
body of regulation and supervision of the 
banking system. The financial system only 
changed slightly ever since, the most impor-
tant development was the return to govern-
mental financial mechanisms such as the new 
Agrarian Bank founded in 2001.
Since 1993, the SBS has delegated its role of 

1) Exchange rate between Soles and Dollar: 1 Dollar = 3,35 Soles
2) Ley General de Banco numero 26702
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their members and clients well. It generates a 
geographic and socio-cultural proximity that 
provides a better way to adapt the different 
products and technologies to the needs and 
characteristics of users.

Finally, this proximity favours mutual trust 
and social control. It reinforces the members’ 
identification and sense of belonging to their 
cooperative, which favours members’ and cli-
ents’ fidelity and contributes to the sustainabil-
ity and social viability of the organisation. 

 A broad range of services
Cooperatives offer a broad range of finan-
cial services that go far beyond the granting 
of credits. Savings are one of the main pillars 
of cooperatives. Therefore they have a com-
parative advantage regarding other financial 
operators that do not collect savings (such 
as micro-credit NGOs in Peru that are not 
authorised to collect savings for precaution-
ary reasons).

Furthermore, certain cooperatives also offer 
other services, such as insurance and transfer-
ence services. For this reason, FINANCOOP(4) 

has set up a network of its members in order 
to facilitate transferences at national level. A 
program with the transferences of immigrants 
(the second source of income in Ecuador after 
oil) should also be launched, with specific sav-
ing products.

 Limited costs
Well-managed cooperatives usually operate 
at rather low costs. Furthermore, the finan-
cial cost of their resources (savings) is limited 
compared to the cost of external resources. 
Savings are also a relatively stable source of 
funds. These limited costs allow cooperatives 
to offer lower interest rates than other finan-
cial operators. 

supervisor of savings-credit cooperatives to 
the FENACREP, created in 1959. But coop-
eratives must be registered at the SBS, which 
supervises and controls the FENACREP. 
It ensures the regulation of the sector and 
enforces current rules.(3) 

However, savings-credit cooperatives do not 
profit from the same type of supervision as 
the other financial institutions in the country. 
Since they are «closed» cooperatives, they are 
not authorised to carry out financial opera-
tions with natural persons or institutions that 
are not members. Therefore, the SBS considers 
that these are not really operations of finan-
cial intermediation and that the members of 
the cooperatives do not need special protec-
tion. Contrary to the Ecuadorian case, there 
is no legal discrimination among cooperatives 
due to the origin of their capital because all 
cooperatives are «closed», but no cooperative 
can really escape supervision. Finally, since the 
legislation is more restrictive than in Ecuador 
the legal framework does not allow the multi-
plication of the number of cooperatives.

Some comparative advantages 
of the cooperative model

The cooperative model seems to have impor-
tant advantages for the supply of financial 
services in rural areas:

 A strong local base
Savings-credit cooperatives have a strong 
regional and local base, which allows them to 
be fully integrated in their environment and 
to have a proper understanding of their work-
ing context. Moreover, they profit from a 
network of inter-institutional relations (local 
authorities, farmers’ organisations, profes-
sional organisations, trade unions, NGOs, 
public institutions).

3) For this reason the SBS resolution N° 1110 – 2002 allowed to set up a uniform accounting system inposing a unique 
manual from January 2004.

4) FINANCOOP is a second level cooperative created in 1999 following the German model. It tries to federate the sector 
and currently consists of 70 cooperatives (about 50% of which are supervised). It ensures the financial follow-up and 
the cash management among its members and develops innovative services.
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 development
Cooperatives tend to favour endogenous 
development by encouraging savings and 
making them thrive in situ, reinvesting in 
local economic activities, avoiding transfer-
ences to other regions (contrary to banks that 
often take rural savings to invest in towns). 
Besides, since they are owned and controlled 
by their members and they operate accord-
ing to democratic rules, cooperatives should 
contribute to civic education and to the par-
ticipatory and democratic management of a 
territory or community.

Due to the comparative advantages of the 
cooperative model, SOS Faim works in the 
development of the sector, particularly through 
the formalisation and reinforcement of three 
rural savings-credit cooperatives in Peru (the 
Rondesa, Los Andes and Crediflorida coop-
eratives).

Future challenges

Cooperatives face numerous challenges:

 Good Governance
Cooperatives are based on the principle that 
all members have a vote, regardless of the 
number of shares they own, and the govern-
ing board is elected and composed of coop-
erative members. However, in most cases, 
the majority of members do not make use of 
their power of decision and control due to the 
fragmentation of their shares and their limited 
individual influence. For this reason, in cer-
tain cases, groups of members try to control 
the structure and in big cooperatives, conflicts 
of power are frequent.

In certain cases, some members who take up 
the management tasks voluntarily secure the 
proper functioning of cooperatives. However, 
when cooperatives grow, a more rigorous 
management of activities and of risk requires 
specific professional skills. Difficulties may 

also arise when the governing board tries to 
make operational decisions instead of focus-
ing on its supervisory role. This confusion 
between roles often goes hand in hand with 
communication problems between the man-
ager and the governing board, which often 
lacks technical skills. 

Finally, it is difficult for the members of the 
governing board to strike a balance between 
the interests of borrowers – who oftentimes 
do not respect the precautionary rules and the 
beneficiary margins – and the interests of sav-
ers, whose main concerns are the protection 
and returns of their savings.

 The ambivalence of membership
Membership contributes to create a feeling of 
belonging and identification of members and 
clients to their cooperative.

However, membership can also be a risk fac-
tor, because the cooperative system gives the 
members the dual role of owner and benefi-
ciary, which can be somewhat ambivalent at 
times. This ambiguity is even more disturbing 
in cooperative systems that grant the dual role 
of owner and client to their members out of 
hand, as it happens in Peru. Given that only 
members can benefit from financial services, 
the growth of the activities in the cooperative 
depends on its ability to find new members. 
Thus it cannot be overly selective. Besides, the 
procedure of granting the credit can be a deli-
cate issue since it can be difficult to refuse a 
service to a client.

 The management of growth
The relatively small size of cooperatives has 
a negative effect on their profitability. A suf-
ficient size and volume of activities are neces-
sary to break even. At the same time, sound 
management of growth is also decisive.
The institutional functioning can be jeop-
ardised by overly fast growth, as it weakens 
the sense of identification among the mem-
bers, lowers the control by the members, 
alters the distribution of power, and reduces 
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and information.

The diversification of the credit portfolio is 
necessary to reduce the risks arising from a 
tight sector or territorial focus (particularly in 
relation to a strong local basis). But it comes at 
a risk for the social viability due to the weak-
ened identity of the cooperative.

The issue of financing growth is equally impor-
tant. Cooperatives normally operate with local 
resources (members’ contributions and local 
savings), which allows them to ensure growth 
while limiting external financing. For exam-
ple, in Ecuador, the supervised cooperatives 
finance their activities through savings with 
up to a 89% limit. However, these resources 
are often insufficient and external financing 
is needed. But external financing can reduce 
the attention paid to the collecting of savings 
and can also cause a certain loss of identity for 
the cooperative and thus weaken the feeling of 
belonging among its members.(5) 

 The weaknesses of management
Although the rural financial market is still 
relatively underdeveloped, the evolution of the 
market is characterised by tight competition, 
an important diversification of institutions 
(particularly due to the up-grading of NGOs 
and informal actors and the down-grading 
of banks(6)) and a more selective demand 
because clients have the possibility to go to 
other financial operators. Cooperatives do not 
always have the capacity to face the competi-
tion posed by these new operators due to a 
number of reasons:
 The management of cooperatives is often 

complicated by complex procedures, slow 
decision-making processes and a far too 
reactive attitude. There are insufficient 
tools for good management.

 Innovation is limited and the quality of 
services is not always a priority.

 Although in certain cases efforts are made to 
diversify the services, the products offered 
tend to be standard and badly adapted to 
the clients’ specific needs, whereas cooper-
atives profit from a comparative advantage 
in relation to other operators, such as the 
social and geographical proximity, allow-
ing them to better adapt their services to 
the demand and gain the loyalty of its cli-
ents.

 Finally, cooperatives suffer from a bad 
public image because certain cooperatives 
were unable to protect their savings. In 
Peru, this is also explained by the fact that 
at the end of the 60’s, the military govern-
ment promoted the cooperative model but 
since its fundamental principles had been 
altered and since it had been politicised, 
the model acquired a negative connota-
tion.

 An ill-adapted supervision 
The creation of specialised and independent 
supervisory bodies is an important challenge 
for the development of the sector.
In Peru and Ecuador cooperatives are super-
vised by specific bodies – the supervisory body 
of the banking system in Ecuador and an 
external institution in Peru. In other regions 
of the world cooperatives are supervised by 
a governmental agency that also supervises 
non-financial cooperatives and thus lacks the 
necessary competence.
However, in both cases, «closed» cooperatives 
are the object of less thorough supervision 
than «open» cooperatives or other financial 
entities because – depending on the supervi-
sory body – the operations of «closed» coop-
eratives with their members do not actually 
constitute operations of financial intermedia-
tion. This is a major obstacle to the develop-

5) The identity loss and the weakening of the feeling of belonging gain more importance when access to external finan-
cing is conditioned to more restrictive credis and risks policies.

6) The up-grading corresponds to a regulatory process of organisations specialised in microcredit. They are in fact NGOs 
that abandon their status of non-profit organisations and become real financial institutions. Contrary to this, traditio-
nal commercial banks looking for new market niches and convinced of the potential profitability of the sector tend to 
offer microcredit services. This process is called down- grading.
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hand, their resources for the development of 
their activities are limited to their members’ 
contributions and savings because they are not 
authorised to collect savings from non-mem-
bers. On the other hand, the lack of super-
vision does not favour trust among members 
(both current and potential members) and 
potential borrowers. 

Finally, in Ecuador, the regulatory frame-
work(7) is extremely tight and thus badly 
adapted to small cooperatives with limited 
resources (involvement of an internal auditor, 
creation of a department of internal control, 
external audits, reinforcement of reporting 
and risk analysis, supervision costs, etc.).

 Reinforcement of services 
 and institutions of support
The existence of an institutional framework in 
support of cooperatives – composed of advo-
cacy structures on the one hand, and entities 
of support and supervisory bodies on the other 
hand – is a crucial element for the future devel-
opment of the sector. The Ecuadorian context 
is particularly telling because it is composed 
of important networks – microfinance and 
cooperatives – that ensure the dissemination 
of information and lobby activities and other 
specialised institutions that offer technical 
support.

An uncertain future

The sector of savings-credit cooperatives is in 
a phase of development and consolidation in 
Peru and Ecuador. The supply of rural finan-
cial services is growing, which represents a 
significant opportunity for the rural popula-
tion that has hitherto been excluded from the 
financial system.

However, there are many challenges and com-
petition is growing. The lack of skills could 
lead to the disappearance of a large number 
of cooperatives, leading to growing concen-

tration in the sector and to the emergence of 
large cooperatives, as it is currently the case 
in Peru. This trend is opposed to an approach 
that is based on small cooperatives with a 
strong local basis, as it is the case of the many 
non-supervised cooperatives in Ecuador. The 
survival of this type of «cooperative of prox-
imity» relies on the building up of adequate 
management skills. Besides, it is time that 
these cooperatives reap the benefits from their 
comparative advantages (particularly in terms 
of geographic and social proximity) in order 
to consolidate their position on the financial 
market.

Finally, the balance between the economic and 
social dimensions is very fragile. Given the 
context of growing competition, cooperatives 
could be forced to prioritise their economic 
targets to the detriment of their social aims. 
Therefore we need to ask ourselves whether 
the approach of «cooperatives of proximity» 
would guarantee a better service to the most 
vulnerable populations, particularly in rural 
areas. 

7) Supervision is obligatory for cooperatives with a 
capital exceeding 200.000 dollars and total assets of 
1.000.000 dollars.
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SOS Faim and microfinance
SOS Faim has been working for several years in the microfinance field and supports different 
partners involved in this sector in Africa and Latin America. As with all development tools, we 
have to analyse the aims, models and implementation conditions of microfinance. With this 
frame of mind, SOS Faim edits “Zoom microfinance”. You can find publication and download 
it in French, English and Spanish on the website of SOS Faim Belgium: www.sosfaim.be

Past issues of Zoom microfinance tackled:
 impact studies – Zoom microfinance nr. 8 and nr. 11
 interest rate policies – Zoom microfinance nr. 9
 investment credits – Zoom microfinance nr. 10
 microfinance experiences in conflict zones – Zoom microfinance nr. 12
 the efficiency of microfinance in reducing poverty – Zoom microfinance nr. 13
 the regulation of microfinance institutions: the Ethiopian experience – Zoom microfinance  
 nr. 14
 venture capital in Bolivia: an alternative for rural financing – Zoom microfinance nr. 15
 the commercial model for microfinance and its effects on social inclusion –  
 Zoom microfinance nr. 16

Apart from Zoom microfinance, SOS Faim publishes another newsletter, “Farming Dynamics”, 
which deals with the challenges faced by agricultural producers’ organisations and farmers’ 
organisations in their development. You can also find this publication and download it in 
French, English and Spanish on the website of SOS Faim Belgium: www.sosfaim.be
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 “Zoom microfinance” is produced with the support of the Belgian General Direction of International 
Cooperation and the Ministry of Foreign Affairs in Luxembourg. 


