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I. Background and Project Description 

A. History of the Cooperative Movcment 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. Because 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. 1. FUNDE's Experience 

In 1970, wlhen FUNI\E (Fundaci6n Nicaraguense de Desarrollo) was 
created, itasought to change the situation described above. Since 
F- NDE was conceived as a means to provide oplportunities to 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 financial resources for seed capital. 

A1n 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 amounts -­
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 
be low). 
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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 consciousness 

and new attitudes toward what they ran do on their own. A further 
characteristic of FUNDE cooperatives 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 combin'ed delinquency/default rate has 

been 8.5% of the total value of loans. 

FUNDE experience with cooperative organization: 

July :970 July 1973 July 1974 

No. of Projects 1 186 528
 

Families benefited 16 5,835 11,285
 

Communities benefited 1 53 96
 

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
 

Members of small merchant coops - 1,420 2,280
 

A. 2. FUNDE's Urban Market Women's Cooperatives 

The current market women's cooperative program is aimed at 
benefiting the women who sell goods in 14 urban markets by 

providing a convenient sa.vings facility and by making credit 
available at interest rates much lower than that offered by street 
lenders which are usually the only alternative l.an 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 American countries as well 

as for the rural areas of Nicaragua. These cooperatives have 

provided Nicaraguan women with access to inexpensive credit and 
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, 'uoiw ec coops rea,:h,.,ISix of 1' I t en have sci 1-a: !il''nr:y - Miiii:I 
(two markets), Dirianba, e6rn (two rnl MI:, ,. Allm-,rk,tL), L.,].a,
six h.-ve taken less than twn years to nchicv( ;cl*-sul'1'ic1ency
despite major earthquake losses for those of Munnrua. The other
eight are also expected to be self-financing within their first 
two-years period. 

B. Description of INew*Por,ect - Rural Market Wotien'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 agricultural ec'noiny.
 

In addition t,- providing savings nd cTredi. ient"cill I,,r'k, 
women, other sinol. retnilers in the t iwn:; w','ti'l e :ib]. 1, .j,in
(many. )f these ire wvrien :if- well). In r)., ,:in.v )I* p 'r' insu,'n h 
now neglected by large public tc')grirrisnd lin:nei:jl inst.ul.Jon.
would be organized in ? ,nnnner to enable themf, to participrite more 
effectively in a modern economy.
 

Since 65% of Nicaragua's nopultion lives in the ruri ,reas, it i­
important to extend savings and credit operations into the small
towns to which the rural population has access. The ultimnte gfoal
is a redistribution of income to this population 9nd an increase
in its economic power. In addition, this program should help to
mobilize and pool limited credit, production and technical resources
 
in the rural areas.
 

To improve the plight of the small farmers, this program is partof a basic stategy to improve the efficiency of the whole market­
ing process, starting with the revilers, and, in future steps, work­
ing back through the f'arm-to-market process, eliminating inter­
mediaries in those areas where a cooperative organization can
replace the function - e.g. credit unions instead of lenders;street 
consumer cooperatives instead of "profiteerinv&" intermedi'jrie.
who buy from truckers ahd re-sell tb individurl mrrrkel. ,irjr:,n ,

inflated prices.
 

The role of womln in thiL' process is very !iini.h':,f'inl. 
retail level, at which this pr',lect inten,;s .I w-irk , Whilr ri:ntend to be the 
trucker-s and whole families fl,: producers, wom'e:rn 
are the market vendors. The lower cost credif -ind org,,nized

buying capacity that this p'oject aims to providJe fo market women

is'expected to appeal eventually to other human lir-ks in the
 
farm-to-market system.
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4. 	 An association of credit unions would be ini,'Ined i',r lhe purin::
of information exchange, (althckih' all'w'ould not necessarily .bn. mei,,,u. 
as early 8s of dY 19676.) 

C. 	Means of Verification
 

1. Inspection of' the 20 sites and finncil.1 rc.wr: t) ver'Il'y
existence and level of activity of the projects.
 

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

D. 	Assumptions for achieving purpose
 

Rapid expansion in membership of the coops. Demand in rural nrea,.n

for cooperative services similar to the greal. demand experienced
 
for urban market coops.
 

IV. Statement of Project Outputs
 

A. 	Outputo
 

1. 	Promotional activities and education in generail cjnctr,ts of 
cooperativism carried out in 20 sites in rural Nic.rajg7ua.
 

2. 	Twenty credit union managers recruited and trained by FNDE
 
central staff.
 

3. 	 FUNDE's accounting system initiated in all new credit unions 
and schedule for auditing every active credit union developed. 

4. 	Baseline and final studies made of credit costs, total sales
 
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. $12,500 seed capital loan made available to each credit union
 
by FUI'DE. 

B. 	 Means of Verficotion/Output IndLct.,)rr, 

1. 	Schedule of promoter visits
 

2. 	Inspection of each site: interview with manager
 

3. 	Review of accounting procedures at each site
 

4. 	Review of evaluation studies made
 

',. 	Inspection of'site facilities
 

6. 	Review of financial records
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C. 	 Assumption about outpluts 

1. 	 There will be credit available for FUNDE counterpart, and 
therefore for the cooperatives. 

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. 	 Inputs 

1- AID's grant of $150, 000 for staff salaries and office facilities 
over a two year period. 

2. 	 FUNDE'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 $46, 000 in the form 	of personal savings. 

B. Budget Schedule of Cost Plan 
(US$) 

Item AID FUNDE COOPS TOTAL 

1) Lending capital 250,000 450,000 700,.000 

2) Administrative 
loans (managers' 
salaries) 80,000 5,000 85,000 

3) Central Office 
(superviiion & 
Tech. assistance) 40,000 10,000 50,000 

4) Office equipment 20,000 5,000 2,000 27,000 
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5) Travel expenses 

6) Rents & utiliti-s 

7) Education &Promotion Dept. 

8) Evaluation
Team 

Summar 

Coops 

Membership 

Savings 

'Outstanding Loans 

Total Loans 

jSubmission 
Dat]4,&"7Original /6/74 

5,000 

4,000 7,000 

5, 000 5,000 5,000 

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


TABLE A
 
y of Combined Urban/Rural Market Women 

Coop Program 

July 1974 July1975 

14 24 

2,280 8,640 

US$100,000 
 $503, 000 


US$227,571 
 $864,000 


US$442,000 
 $1,728,000 


--"
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, 000 

1 1,(00 

15, 000 

5,000
 

$898,000
 

JtIly 1976 

34 

13.320 

$1,330,000 

$1,665,000
 

$3,330,000
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B. Description of Tnputs 

1. Seed Capital 

Estimates based on FUNDE experience indicate that the initial 
capital of a coopr.rative must be at least $1 2, 500 to allow its 
members to sa, $22, 500 in two years 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 time have saved a total of $450, 000. 
This would enable them to repay FTINDE's loans to them and 
continue operating on a viabie financial basis. 

B. 2. Managers' Salaries 

$85, 000 is allocated for salary payments to the managers of 
the cooperatives for the next two years. 

Each manager would work full time and would be responsible 
for the operation and financial administration of his cooperative. 

When the cooperatives reach the self-sufficient stage at the end 
of 1976, managers salaries are to be assumed by the member­
ship. 

Monthly 
Monthly payment number Total AID FUNDE COOP TOTA 1, 

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 Lhe salaries for two of the new ones: 

http:3,541.80


14 

Project No. Submission Date
524-13-140-108 /x/ Original -7 Revision 9/6/7.4 Page 10 of 

Monthly Monthly IN TWO YEARSNew Positions Salary Number Total _ All) F'IIND1: COOP TOTA I 

Cooperatives
Technician $562 1 $562 $17,592 $17,59) 

Secretary $171 1 $171 ) 
Auditor $450 1 $450 $10,800 $10,800 

Cooperative 
Training
Specialists $450 each 2 $900 $11,608 $1 C, 000 $21,600 

The cooperatives technician would be in charge of evaluating thegrowth and development of each one of the cooperatives and of the 
program as a whole. This individual would provide technical

assjtance, taining courses 
and general information for the
 
methbers and staffs of the 
 cooperatives. 

The additor would b2 in charge of iionthly supervisory visits
to each of the cooperatives. 
 Also, he/she would analyze the
 
default rate.
 

The two persons in tile training department would be in chargeof promotion of cooperative membership and recruitment and
 
training of staff.
 

B.4. Office Equipment 

The success of che program requires adequate office space and aminimum 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, 000Addingmachie $250 20 5,000 5,000 5,000Desk $200 20 4,000 2,000 2,000 4,000File $300 20 6,000 6,000 6,000
12 chairs per 
coop $100/12 240 2,000 2,000 2,000Telephone $ 30 20 600 600 

Office renova­
$120Iion 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 areas, 
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 subsidies 
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 COOP TOTAL 

2, 000 posters $ 250 $ 250 $ 500 $ 500
 
10, 000 booklets 1,000 1,000 2,000 $ 2,000
 
100 administrafixe
 
techniques manuas i00 0 100 $ 100
 
100 cred-t manuals 100 0 100 $ 100
 
100 supervision
 

manuals 100 0 100 $ 100 
100 educative 

manuals 100 0 100 $ 100 
Audio-visual 

equipment 250 250 500 $ 500 
Educative slides 

and pictures 800 800 1,600 $ 1,600 
(Local)f2 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 economi'st) who would be added to a 4 person 
team already working in the evaluation of the market women 
proje ct. 

This team is responsible for conducting a continuing study or the 
program and as indicated, recomnmending improvements. Also. 
they would compile and transmit findings to AID and to other Latin 
American institutions. 

Details of Evaluations AID FUNDE COOP TOTAL 

1st Year 2nd Year 

Analysis of 
Growth $ 700" $ 800 $ 1,500 0 0 1,500 

Economil 
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 

A. Method of Operatio'A 

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 salaries, 
with such payments to be reimbursed by USAID. The 20 managers 
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will 	be in charge of promoting, organizing and administeriilg these 
coops under the surveillance of the Central Office. 

B. 	 0aerat' nal Plan
 

The activities 
during the first month of the project (esc. January1975) will be focused on the investigation of several geographicareas to determine which ones would be the most appropriate for
the establishment of the first t o;pa. 

Recruitment of the managers and personnel in general would begin
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 simultaneously
with 	the creation of the Coops. 

The 	evaluation team is to be begin its work in April of 1975, when
the program has definitely begun to function. 
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Addendum to PROP for Rural Market Women's Cooperatives
 

Project No. 524-13-140-108
 

1. 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 reported 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 are to urban areca. 
That is the purpose of this pilot project. initial assumptions
by FLDE are that with promotion to develop and explain the 
savings habit, the more "cural 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 women 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%. FtJNDE 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 pai.d

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
 



2.
 

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 pl.us

1% for defaults. With regard to decapitalization, alLhouighj

the inflation rate here is not 
published, it is estiji.a-,d
to be less than the 24-26% interest rate charged, os[,(:ciall,,

in the rural areas. In sum, experience to (late with the
 
above interest rates and minimum total savings has proved

self-sufficiency can be successfully reached at these levels.

The salaries for coop managers have proven sufficient to 
attract the quality management needed, taking into account 
the further training provided to thiem by FUNDE and the
 
supervision given by FUNDE.
 

4. Cash flow and demand analysis.
 

Conservative estimate of average savings per member per
year 
 is $10Q.. The first year, 10 credit unions are cxpected
to be functioning with 125 members each, yieldinq $125,000.

The second yearr, an additional 10 credit unions would be
 
functilning, 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 second year,

with a total of $200,000 in savings. Thus, after two years,

the 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 private 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 cooperatives.
 

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 Devlopiment
program is female, as is the Director of Las Americas Cooperative
Program.
 



3.
 

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. 
 In the future,
FUNDE cooperatives will probably elect to associate themselves

with FECANIC, since FUNDE is 
not a federation as such.
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