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Country: Nicaragua

Social and Economic Background of Nicaragua

According to the World Bank, in 2004, Nicaragua had a population of 5.60 million people, 57% of whom were between the ages of 15 and 64. In 2001, the World Bank estimated that 45% of the population lived on under US$1 per day and 80% of the population lived on US$2 per day.  The 2003 PPP adjusted GDP per capita in terms of current international dollars was $3,373. Nicaragua had an unemployment rate of 12% in 2002, according to the World Bank. The World Bank in 2004’s Doing Business Project estimates that the informal economy was 45.2% of Nicaragua’s GNI in 2003. In 2004, the remittances Nicaragua received amounted to $471.8 million current USD based on World Bank statistics.  Also according to the World Bank, the GINI coefficient for Nicaragua in 2001 was 0.43. The World Bank estimates that Nicaragua’s M2/GDP ratio was 0.41 in 2004. In 2003, Nicaragua received US$201.3 million FDI net inflow, according to the World Bank.  
The currency of Nicaragua is the Córdoba (C).  The authorities adopted the nominal exchange rate as an inflation anchor in 1993. In 1999, the government slowed the crawling-peg devaluation from 12% to 9% annually, and then further, to 6%. At the start of 2004, the rate of crawl was dropped to 5%. The average exchange rate was C14.25:US$1 in 2002, C15.10:US$1 in 2003 and C15.94:US$1 in 2004, according to the Economist Intelligence Unit (EIU).

Nicaragua has not planned to participate in the World Bank and IMF’s Financial Sector Assessment Program (FSAP).
Doing Business in Nicaragua

The World Bank uses several indicators to assess the business environment of a country. In Nicaragua, entrepreneurs are required to go through 9 steps to launch a business, at a cost of 170.1% of GNI per capita in 2004. Registering property requires 7 steps. It costs 2% of GNI per capita to create collateral. Nicaragua scores 1 on a scale from 0 to 7 on the Disclosure Index, which measures government protection of investors and business owners.  

According to the World Bank, there is a credit registry that covers 62 borrowers per 1000 adults.  The World Bank’s Credit Information Index Rating measures scope, access and quality of credit that is available from public registries or private bureaus.  In the 2004 index, Nicaragua scored 5 on a scale from 0 to 6.  

Regulatory and Legal Environment of Nicaragua


According to the World Bank’s 2004 Doing Business Project, it takes 18 procedures and 155 days from the time a plaintiff files a lawsuit to when he or she is actually compensated. The cost of enforcing contracts in terms of legal and court fees reaches 16.3% of debt value. Filing bankruptcy takes about 2.2 years with a cost of 8% of estate value. The recovery rate for creditors in Nicaragua is $0.381 per USD.  

According to CGAP, in Nicaragua non-profit MFIs are currently in the process of being regulated. The General Assembly approved the Special Law for Microfinance Institutions, Law 147/92, on January 29, 2004.  The law is not yet ratified.  However, when the law is ratified the institutions will have funding and special financing made available to them.  The funds will be designated by the government to stimulate the growth of small enterprises.  Furthermore, the Regulatory Commission for Microfinance Entities under the Superintendent of Banks and other Financial Institutions will provide oversight for compliance, norms, statues, and regulations.  The Superintendent will also be responsible for creating and monitoring a registry for microfinance associations.  Commercial banks in Nicaragua are regulated by the General Law for Banks, Non-Bank Financial Institutions and Financial Groups 1999.  Banks are further regulated by the Law for the Superintendency of Banks and other Financial Institutions 1999.
Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Nicaragua

CGAP states that the financial service market in Nicaragua is made up of banks, non-banking financial institutions (NFBIs), cooperatives and non-profit MFIs.  According to  CGAP, there are 6 banks, 3 NBFIs, and 17 cooperatives.  
According to the Department of Industry and Commerce, Nicaragua has 214 organizations serving micro, small and medium development companies (MIPYMEs). About 90 of these organizations offer financial services, 66 are specialized management development services and 58 offer both types of services. From that group, 21 are organized in the Asociación Nicaragüense de Instituciones de Microfinanzas (ASOMIF). The average loan is between US$310 and US$410.

According to the SEEP Network, the Asociacion Nicaraguense de Instituciones de Microfinanzas (ASOMIF) was established in October 1998. The Mission of ASOMIF is to strengthen the microfinance industry through improving its image, promoting efficient and transparent MFIs, thus contributing to the development of small and microbusinesses, and improving the legal and regulatory framework for microfinance.  The ASOMIF has 23 members and a combined member outreach of 203,500 clients.  Members must pay dues in monthly installments for services provided such as capacity building, financial intermediation, information dissemination, and performance monitoring and policy advocacy.  The ASOMIF aims to strategically promote the integration of the microfinance industry within Nicaragua.  According to CGAP, non-profit MFIs are not allowed to accept deposits from and lend credits to individuals exceeding 2% of the organization’s net equity.
National Committee Activities in Nicaragua

Nicaragua's National Committee was established in February 2005 by initiative of the Microfinance Association of Nicaragua (ASOMIF). It is includes representatives of the government, universities, the Federation of Agriculture and Agro-industry Cooperatives (FENACOOP) and ASOMIF. 

Nicaragua has planned a Children's Tile-Art Awards program in which children submit art around the theme, "Microfinancing Helps Poor Children," with the goal of raising public awareness. Other publicity initiatives include a press conference, monthly publication, quarterly microfinance bulletin and twice-yearly magazine to highlight microfinance and the objectives of the International Year of Microcredit. Nicaragua's National Committee is planning several conferences, including the Central American Gender and Microfinance Forum, and the Second-Annual Seminar on Rural Microfinance in Central America that will include exhibitions of microenterprise products and awards for best the products.  Additionally, Nicaragua will print a stamp commemorating the International Year of Microcredit. With the objective to foster research on microfinance themes, the National Committee will organize two competitions directed at professionals and university students:  the Nicaraguan Journalist Award on microfinance research and the Microfinance Investigation Award directed at university students.
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