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I. Background and Project Description

A. Uistory of the Cooperative Movernent in Nicaragua

To date, the cooperative movement in Nicaragua has not experienced
great success. Administrative personnel have usually known little
about techniques of management or social promotion and a few cases
of dishonesty among administrative staffs have created feelings of
distrust toward the cooperative movement in general. Becausc of this
and because of a disinterest on the part of the public and government
toward traditional cooperatives as a tool for development, past years
have shown little increase in net capital and membership for the
cooperative movement in Nicaragua,

A.l, FUNDE's Expcrience

In 1970, when FUNDE (I'undacién Nicavaguense de Desarrollo) was
created, itssought to change the situation described above. Since
FYNDE was conceived as a means to provide obportunities tc people
with little in the way of financial resources and no access to bank
credit, the organization decided to work with cooperatives, but to
alter the traditional concept of coops as community organizations,
treating them instead as financial intermediaries. These financial
intermediaries (coops) would work in promotion, training and
technical assistance for coop memberships, in addition to providing
indispensable { nancial resources for seed capital,

An advantage of a cooperative as a financial intermediary is that

it provides a vehicle for FUNDE to channel low-interest credit to
many widely dispersed persons. These financial intermediaries
serve as subsidiaries for FUNDE in different marginal communities,
allowing FUNDE to maintain control over its loans without unduly
centralizing its services. Most importantly, these coops are able
to become self-sufficient in a short period of time, first in
management and later in financial resources (see page 4). Also,
because many individuals request loans of minimal amaounts --

as little as $100.00 -- a cooperative mechanism provides, perhaps
the only way to administer these loans without high overhead costs,
This approach has proven to be a considerable success (see table
below),
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FUNDE's Training Department is in charge of promoting and
selecting the communities interested in self-improvement, This
same department trains community and cooperative personnel

in basic accounting, bookkeeping, leadership, human relations,
motivation and marketing procedures. Such training is also
intended to help create in these individuals a social censciousncss
and new attitudes toward what they can do on their own, A further
characteristic of FUNDE coopei'atives is that they do not demand
the usual bank guaranties such as mortgages or letters of credit
which are unfamiliar to low income people, Despite the lack of
guarantors, FUNDE has experienced a low rate of defaults on its
loans through coops. The combined delinquency/default rate has
been 8, 5% of the total value of loans.

FUNDE experience with cooperative organization:

July 1970  July 1973  July 1974

T

No. of Projects 1 186 528
Families benefited 16 5, 835 11,285
Communities benefited 1 53 Go
Values of loans (in cordobas) 3,500 2,100,000 2,832,000
Technical Asst, courses 1 44 191
Admin, techniques courses - 17 58
Production Coops- 1 27 65
Popular enterprises - 48 74
Coops for small merchants - 6 19
vMembers of small merchant coops - 1,420 2,280

A.2, FUNDE's Urban Market Women's Cocperatives

The current market women's cooperative program is aimed at
benefiting the women who sell goods in 14 urban markets by
providing a convenient savings facility and by making credit
available at interest rates much lower than that offered by street
lenders which are usually the only alternative lban source. This
cooperative program is one of the first cases in Latin America
where market women have received attention, It is a project that
could serve as a model for other Latin Amecrican countries as well
as for the rural arecas of Nicaragua. These cooperatives have
provided Nicaraguan women with access to inexpensive credit and
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Ltralning in socinl promobllon and moneyeemen!. Loehnigues o sl !,
the first Lime in their Jiver, ‘'ihls 1u Inlended Lo Tend Lo s
posilive pincess of full Inteprstiém Inlo Lhe nalionad cennomy .,

H1x of Lhe Fourteen coops have renchid sell=sullicency = Managm
(twn morkets), Diriamba, eon (two markels), and Mataedpn, A1
six have tnken less than two years to nchicve sell-sufliciency
despite major earthquake losses for those of Manarua., The other
cight are also expected to be self-finencing within their first
two~-years period.

Description of New Por ect - Rural Market Women's Coups

This new project is an extension of the credit union program to
market women in small towns located in rural areas that are so
important in a basically sgricultural econony,

In addition to providing savings and credit eililios Lo markel
women, other small retnilers in Lhe towns weald be abhle Lo jain
(many, o9f" these nre women ns well). In rreneeal, many o0 Lhe persons
now neglected by large public programs and linnneinl institulions
would be organized in » manner Lo enable thew Lo participale more
effectively in a modern economy.

Since 65% of Nicaragun's population lives in the rurnl arcoc, It g
important to extend sovings and credit operations into the small
towns to which the rural populalion has access. The ultimate gnal
is a redistribution of income to this population and an increase

in its economic power. 1In addition, this program should help to
mobilize and popl limited credit, production and technical resources
in the rursl areas,

To improve the plight of the small farmers, this progrom is part

0f u basic stategy to impruve the efficiency of the whole market-
ing process. starting with the remilers, and, in futwe steps, work-
ing back through the rarm-to-market process, eliminating 'inter-
mediaries in those sreas where o cooperalive orpanizetion can
replace the function - e.g., credit unions instend of streel lenders;
consumer cooperatives instead of "profiteering” intermediories

who buy from truckers nnd re-sell th individusl market, yomen o, -
inflated prices,

The role of women in thic proeess is very sipnitican! of, Lhe
retail level, at which this project intends Lo work, While wmen
tend to be the truckers end whole fsmilies fin: producers, vomen
are the market vendors,/[ The lower cost credi! snd orennized
buying capacity that this piraject aims to provide 4o market women
is’ expected to appeal eventually tu other human lip%s in the
farm-to-market system,
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L. An association of credit unions would be initinted I»r Lhe purposes
of information exchange, (although all would not nccessarily be memlw:
‘as’early as of CY 1§76.)

C. Means of Verification

1. Inspection of the 20 sites and financinl records Lo verily
exlstence and level of activity of the projects,

2. Quarterly joint reviews with the cooperative assemblies and
staffs,

D. Assumptions for achieving purpose

Rapid expansion 1= membership of the coops. Demand in rurnl areas
for cooperative services similar to the greul, demund experienced
for urban market coops.

IV, Statement of Project Outputs

A. Outputg
T
1. Promotional activities and education in pgenernl concepts of
cooperativism carried out in 20 sites in rursl Miearaiua,

2. Twenty credit uion manegers recruited and trained by FUNDE
central staff.

3. FUNDE's accounting system initiatedl in oll new credit unions
and schedule for ouditing every active credit union developed.

L. Beseline end final studies made of credit costs, tolal snles
and average income of members, for each of the 20 credit union
areas.

5. Adequate office facilities including furniture and equipment
provided for each active credit union.

6. $12,SOO seed capital loan made svoilable to euch credit, union
by FUNDE.

B. Means of Ver{fication/Ougput Indlealors

1. Schedule of promoter visits

2. Inspection of each site: interview with mensger
3. Review of accounting procedures at each site

4. Review of evaluation studies made

“, Inspection of site facilities

0. Review of f'inancial records
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C. Assumption about outputs

I. There will be credit available for FUNDR counterpart

therefore for the cooperatives.

, and

2. There will be an experienced and efficient administration at
FUNDE headquarters.

Many of the benefits and outputs derived from the project do not

easily lend themselves to quantification.

Achievements in social

consciousness and social well being are not considered quantifiable

variables here.

V. Statement of Project Inputs

A. InEuts

over a two yecar period,

l# AID's grant of $150,000 for staff salaries and office facilities

2. FUNDFE's counterpart would be § 279,000 for credit seed capital,
and other costs.

3. The cooperatives would contribute by the end of two years

capital of $469%, 000 in the form of personal savings,

Item

1) Lending capital

2) Administrative
loans (managers'
salaries)

3) Central Office
(supervision &

Tech. assistance)

4) Office equipment

B. Budget Schedule of Cost Plan

(US$)
AID FUNDE COOPS
250, 000 450, 000
80, 000 5,000
40,000 10,000
20, 000 5,000 2,000

TOTAL

700,000

85,000

50,000

27,000
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5) Travel expenses - 5,000 5,000

6) Rents & utilitj~g - 4,000 7,000 i1, 000

7) Education &

Promotion Dept. 5,000 5,000 5,000 15, 000

8) Evaluation

Team 5, 000. 5,000
$150, 000 $279,000 $469, 000 $898, 000

TABLE A

Summary of Combined Urban/Rural Market Women
' Coop Program

!u_ly-w July 1975 Jyly 1976
Coops 14 24 34
Membership 2,280 8, 640 13,320
Savings USs$100, 000 $503, 000 $1, 330, 000
Outstanding Loans Us$227,571 $864, 000 $1,665, 000
Total Loans US$442, 000 $1, 728,000 $3, 330,000
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B. Description of Inputs

1. Seed Capital

Estimates based on FUNDE experience indicate that the initial
capital of a coopr.rative must be at least $12, 500 to allow its
members to save $22,500 in two yecars and thereby reach the
self-sufficient stage. 20 cooperatives in this project times the
minimum loan for starting this program yields $250, 000 total
seed capital to be loaned by FUNDE which will obtain the funds
through loans from private banks, foundations and institutions.
Most cooperatives should reach self-sufficiency by the end of
1976 and should, by that timehave saved a total of $450, 000,
This would ecnable them to repay FUUNDE's loans to them and
continue operating on a viabie financial basis.

‘B. 2. Managers' Salaries

=4

$85, 000 is allocated for salary payments to the managers of

the cooperatives for the next two yecars.

Each manager would work full time and would be responsible

for the operation and financial administration of his coopcrative.

When the cooperatives recach the self-sufficient stage at the end

of 1976, managers salaries arc to be assumed by the member-

ship.

Monthly

Monthly payment number Total AID FUNDE COGP TOTAI

Managers $177.09 20 $3,541.80 80,000 5,000 - 85,000

B' 3.

Central Office

The Central Office would be in charge of supervision and technical
assistance for both the current and new programs, This department
has acquired experience through the urban program., Five additional
persons would be added to the staff for a total of tweive persons,
FUNDE would continue to pay the salaries for the first seven, and part
of the salaries for two of the new ones:
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Monthly Monthly IN TWO YEARS
New Positions Salary Number Total AID  TFUNDE  COOP ToTAl
Coopcratives
Technician $562 1 $562 $17,592 $17,59¢
Secretary $171 1 $171
Auditor $450 1 $450 $10, 800 $10, 800
Cooperative
Training
Specialists $450each 2 $900 $11,608 $l1c, 000 $21, 600
The cooperatives technician would be in charge of evaluating the
growth and development of each one of the coopcratives and of the
program as a whole. This individual would provide technical
assistance, #raining courses and general information for the
meimbers and staffs of the cooperatives,
The auditor would bz in charge of monthly supervisory visils
to each of the cooperatives. Also, he/she would analyze the
default rate.
The two persons in the training department would be in charge
of promotion of cooperative membership and recruitment and
training of staff,
B. 4. Office Equipment
The success of the program requires adequate office space and a
minimum amount of equipment during the first two years.
Equipment Costs Distribution of Costs
Price Number Total AID FUNDE COOP TOTAL
Typewriter $350 20 7,000 7,000 7,000
Adding machine $250 20 5,000 5,000 5,000
Desk $200 20 4,000 2,000 2,000 4,000
File $300 20 6,000 6,000 6, 000
12 chairs per
coop $100/12 240 2,000 2,000 2,000
Telephone $ 30 20 600 600
Office renova-
tion $120 20 2,400 2,400 2,400
20,000 5,000 2,000 27,000
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B. 5. Travelling Expenses

For continuous supervisory and training visits to widely dispersed arcas,
gas and per diem charges would average $200+ per month, or a total oi
US$5,000 for two years to be provided by FUNDE,

B. 6. Rents and Public Services Payments

This FUNDE contribution includes rent for the central office and subsidics
for the cooperatives' utility bills until each cooperative can cover all its

own expenses.

B.7. Promotional/Tech Assistance Material

Ist year 2nd year AID FUNDE COOF TOTA L
2,000 posters $ 250 % 250 $ 500 $ 500
10, 000 booklets 1,000 1,000 2,000 $ 2,000
100 administrative
techniques manualks i00 0 100 $ 100
100 credit manuals 100 0 100 $ 100
100 supervision
manuals 100 0 100 $ 100
100 educative
manuals 100 0 100 $ 100
Audio-visual
cquipment 250 250 500 $ 500
FEducative slides
and pictures 800 800 1,600 $ 1,660
(Local)l2 seminars 1,000 1,000 2,000 $ 2,000
8 Regional
seminars 1,500 1,500 3,000 $ 3,000
8 promotional
courses 1,000 1,000 2,000 $ 2,000
8 financial and
administration
courses 1,500 1,500 3,000 $ 3,000

$ 15,000
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B. 8. Evaluation Team
To contract the services of social scientists (a psychologist: a
a sociologist and an ecoromist) who would be added to a 4 person
team already working in the evaluation of the market women
project.
This team is responsible for conducting a continuing study of the
prograrn and as indicated, recommending improvements. Also.
they would compile and transmit findings to AID and to other Latin
American institutions,

Details of Evaluations AID FUNDE COOP TOTAL

st Year 2nd Year

Analysis of

Growth $ 700 $ 800 $1,500 0 0] 1,500
Economid

Surveys $1,000 $1, 000 $ 2,000 0 0 2,000
Psycho/

Social

Surveys $ 800 $ 700 $ 1,500 0 0 1,500

$ 5,000

VI. Course of Action

Al

Mcthod of Operation

The central role in implementing this project will rest with FUNDE.
USAID's role will be that of financing agent for those activities to
be funded under this project.

FUNDE, acting through its central off’ :e for cooperatives, will be
responsible for contracting managers and paying their salarics,
with such payments to- be reimbursed by USAID, The 20 managers
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B.

will be in charge of promoting, organizing and administering these
coops under the surveillance of the Ceniral Office.

Operat’ nal Plan

The activities during the first month of the project (esc. January
1975) will be focused on the investigation of several geographic
areas to determine which ones would be the most appropriate for
the establishment of the first coops.

Recruitment of the managers and personnel in general would hegin
that same month,

Training courses for the recruited personnel would be given by
FUNDE at the end of January,

During the next six months the first 10 coops are to be created.

The educational department would begin to work simultancously
with the creation of the Coops.

The evaluation team is to be begin its work in April of 1675, when
the program has definitely begun to function.
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Addendum to PROP for Rural Market Women's Coopecratives

Project No. 524-13-140-108

l. Selection of future sites.

Sites were selected on the basis of the following criteria:
key geographical position in relation to commerce within the
departments; the lact of other inexpensive credit facilities;
receptivity of the population as reportcd by FUNDE promoters
in the areas; and within two key regions, selected by GON/
UNASEC for the first state integrated rural development.

Note: A few sites listed in the PROP are outside of UNASEC
regions and will probably be changed.

2. Comparability of urban and rural markets.

Without some experimentation AID will never know for
certain how comparable rural market towns arc to urban arcas.
That_is the purpose of this pilot project. 1nitial assumptions
by FUNDE are that with promotion to develop and explain the
savings habit, the more rural areas will respond just as
positively to availability of less expensive credit as do
urban areas market women. It is also important to note that
Nicaragua is a small country, and that many womein who seil
in Managua and other urban markets come in each morning from
the adjacent rural areas which makes them not so different
from their counterparts whom we hope to reach with this
project.

3. Financial operations of the proposed cooperatives.
Streetlenders, currently the only other source for most

of the target group, lend at 20% per month, whereas these

market credit union can lend at 2% per month - a difference

of 18%, Of this 18% difference, 9% is required to be placed

in the credit union as savings and 9% is never paid, i.e.,

remains as extra capital for the member. Interest rate

spread is at least 16%. FUNDE lends seed capital to its

member coops at 8% per year. The 2% monthly rate, uncom-

pounded, is 24% earnings for the credit union. Members are paid

7% interest on their savings. Thus, 16--17% of total earnings

is left to cover operating costs, including defaults. Any

remainder after covering costs is distributed as dividends

to members. Total operating costs is distributed as dividends

to members. Total operating costs are estimated at $3,370
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annually per credit union, for salaries ($2,125), equipment
depreciation ($270), rent and utilities ($600), and promotion
($375). Thus, on the basis of the total savings of $22,500,
16% yields $3,600 to cover operating costs of $3,370 plus

1% for defaults. With regard to decapitalization, although
the inflation rate here is not published, it is estimived

to be less than the 24-26% interest rate charged, aspoecially
in the rural arcas. In sum, experience to date with the
above interest rates and minimum total savings has proved
self-sufficiency can be successfully reached at these levels.
“he salaries for coop managers have proven sufficient to
attract the quality management needed, taking into account
the further training provided to them by FUNDE and the
supervision given by FUNDE.

4. Cash flow and demand analysis.

Conservative estimatc of average savings per member per
year is $10Q., The first year, 106 credit unions are expected
to be functioning with 125 members each, yielding $125,000.
The segond year, an additional 10 credit unions would be
functfining, yielding an additional $125,000 in savings.

The first ten credit unions are expected to have expanded

to 200 person memberships by the end of the sccond yoar,
with a total of $200,000 in savings. Thus, after two vears,
Lthe project's twenty credit unions would have a total of
$450,000 in savings. (125 plus 200 plus 124 equals 450).

5. Availability of credit and ongoing costs after the
project terminates.

After reaching self-sufficiency and being legalized, credit
unions may seek funding directly from privale banks or from
the GON's Banco Popular, or continue to borrow from FUNDE
at 8%. FUNDE has received from the local private banks
(US)$388,500 to this date for relending.

6. Extent of participation of women in the administration
of FUNDE and of the cocperatives.

Of the six leadership positions in each of the currently
active market coops, women occupy four to six spots. FUNDE's
evaluation team (3) is all female, as is advisory team (2) to
credit union program. The Director of FUNDE's Rural Devlopment
program is female, as is the Director of Las Americas Cooperative
Program,
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7. Relationship between FUNDE's cooperatives and FECANIC's
credit unions.

To avoid duplicity of efforts in promotion of future rural
programs, FUNDE and FECANIC are negotiating an understanding
concerning coverage. FECANIC states they intend to work
at production points (i.e., small farmers and industry), while
FUNDE will concentrate on marketing points. 1In the future,
FUNDE cooperatives will probably elect to associate themselves
with FECANIC, since FUNDE is not a federation as such.

USAID/Nicaragua:CMJones:12/12/74





