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NICARAGUA - PENETRATION ROADS BETTERMENT 

PART 	ONE: SUMMARY AND RECOMMENDATIONS 

1. 	 BORROWER: The Government of Nicaragua 

Executing Agency: Ministry of Public Works 

2. 	 AMOUNT: Up to $ 2,800,000 

3. 	 LOAN TERMS: 

Amortization in 40 years. Grace period 10 years
 
Interest: 2% during grace period and
 

3% thereafter on outstanding balance.
 

4. 	 TOTAL COST OF THE PROJECT 

The total cost of the project is estimated at $4,000,000. 
The following table indicates the sources and uses of funds: 

(in thousands of US dollars or equivalent) 

Local 	Currency Foreign Cost* 
Expenditures Expenditures Total % 

A.I.D. Loan 	 2,800 2V800 70 

Government 
of Nicaragua 1,200 .1,200 30-

TOTAL 	 1,200 2,800 4,000 100 

*AID Code 941, including procurement from CAOM countries other than 
the borrowing country. 
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5. DESCRIPTION OF THE PROJECT: 

Construction or reconstruction of seven (7) feeder roads totalling approximately218 kilometers in various isolated areas of the country over a period of three years.
The roads will be all-weather, but built to limited design standards and surfacedwith locally available selected materials (not paved). The roads to be built under
the project represent the first phase of a long range Feeder Roads Plan of the
Government of Nicaragua aiming at the construction of a total of about 5000 kmsof penetration roads in the counl'ry. The first roads selected will link the areas'
served by them to the main highways and roads of Nicaragua. 

6. PURPOSE OF THE PROJECT: 

To provide year-round access to markets and services for the population and products of rural areas that now lack such facilities. The project will benefit a population estimated at about 85,000 in areas totalling 2509 square kilome.ters. A
corollary purpose of this project is to build the capacity of the Highway Depart-.
ment of the Ministry of Public Works to ccrry out a continuing program of feeder 
road betterment of some 300 kilometers per year. 

7. BACKGROUND OF THE PROJECT 

The Govenment of Nicaragua requested AID assistance in a project to bring upto minimum all-weather standards approximately 1,100 kilometers of roads, tracks
and trails now passable only in the dry season (6 mos.). A study financed by theGON was submitted in support of the request. After long negotiations the Ministry
of Public Works consented to strengthen the economic and technical data on somespecific roads. Additional studies were made by qualified consultants on the roads
included in this project. During the Intensive Review USAID/Nicaragua had thebenefit of the expertise of the Chief Economist of the US Bureau of Transportation
who made several site inspections to cross-check the data submitted as justification
for this project. All the recommendations made by the US Bureau of Transportation
were discussed with the Ministry of Public Works before their incorporation in this
Capital Assistance Paper. Following review of the Intensive Review Request bythe CAEC in October of 1969 USAID/Nicaragua was authorized to proceed with
the Intensive Review. Minutes of the CAEC meeting established guidelines for the 
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preparation of the loan paper which have been carefully followed, Each specific 
point raised at the CAEC is treated in Section IV of the Loan Paper, Page 28. 

8. OTHER SOURCES OF FINANCING: 

Eximbank, IDB and IBRD have each indicated no interest in this project according 
to information on file in AID/W (see Annex 1i, Exhibit 2). 

9. MISSION VIEWS: 

The Country Team recommends authorization of this loan. The Government of 
Nicaragua has included the project in its recent submission to the ClAP among 
its highest priorities. The Project is an integral part of the Country Assistance Pro
gram whose priority goal is improving the productivity and welfare of the rural
 
population of Nicaragua and integrating it into the national market. This project
 
is considered by both the Government of Nicaragua and the Country Team as a
 
necessary component of the total rural development program.
 
Mission review has confirmed a favorable benefit/cost ratio for the project and
 

for each road selected.
 

10. STATUTORY CRITERIA: 

Certification by the Director of USAID/Nicaragua in accordance with Section 611 E 
is attached hereto. All other statutory criteria have been met (see Annex I, Exh. I* 
and 2). 

11. ISSUES: 

The Project Committee finds no major outstanding issue concerning this project. 
The conditions and covenants recommended are deemed adequate to assure imple
mentation of the project within the time period and according to AID requirements. 
Financing for a related project for road maintenance and technical assistance is 
being negotiated between the IDB and the GOI"\. Assurance of satisfactory mainte
nance is to be a condition precedent to disbursement of loan funds for this construc
tion project. 
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Justification for methods of implementation and analysis
 
of the external loan pipeline are treated in Section IV
 
of the Loan Paper, page 28 and Annex IV.
 

12. RECOMMENDATION
 

Authorization of a loan to the Government of Nicaragua
 
for an amount not to exceed $2,800,000 to cover foreign
 
cost of the project, including procurement from CACM
 
countries other than the Borrowing country. The loan
 
would be subject to the following terms, conditions and
 
covenants:
 

a. Terms of Payment
 

Amortization : 	 40 years from the date of first
 
disbursement. 

Grace Period : 	 10 years on repayment of principal.
 

Interest : 	 2% per annum on outstanding
 
balanue during grace period and 3%
 
per annum thereafter.
 

Currency of
 
Repayment U.C. Dollars.
 

b. Conditions and Covenants
 

1. 	 Prior to the fir'st disbursement or issuance 
,of disbursement documents th Borrower shall submit in 

form and substance satisfactory to AID: 

(a) Evidence of arrangements for engineering
 
services for certification of payment and construction
 
supervis ion.
 

(b) A schedule indicating dates and amounts
 

of annual contributions totalling not less than the equi
valent of $1,200,000 which the Borrower will contribute
 
to the Project over a period of 3 years from the date of
 
execution of the Loan Agreement;
 

(c) A national secondary road maintenance
 
plan and evidence of arrangements for the procurement of
 
equipmnnt, organization, training and financing required
 
to implement said plan, including the maintenance of the
 
equipment;
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(d) Borrower's agreement to furnish AID all
 
plans, specifications construction schedules, bid documents
 
and contracts relating to the project and any modification
 
therein, whether or not the goods and/or services to which
 
they relate are financed under the loan.
 

2. Covenants
 

(a) Procurement of goods and services with
 
loan funds will be made from AID Code 941 countries,
 
including CACM countries other than the Borrowing country;
 

(b) The Borrower will provide the rural areas
 
to be served by the penetration roads included in this
 
project the government services required for the economic
 
and social development of the areas;
 

(c) The Borrower shall maintain the roads
 
included in the project and provide sufficient separately
 
budgeted funds to assure maintenance of said roads for
 
a period of 10 years after completion..
 

(d) All aspects of this project which may

require changes to the natural environment of the project
 
area will be considered for potential damage to this
 
environment. Whenever necessary a plan for the minimizing
 
and controlling of ecological damage will be drawn up for
 
each project.
 

3. The loan shall be subject to such other conditions 
and covenants as AID may require. 

13. PROJECT COMMITTEE
 

Capital Resources Development Officer: Jean M.E.Artaud
 
General Engineer: Carl M. Forsberg
 
Development' Program Officer: 
 Allen Goldstein
 
Chief, Tech. Asst. Div., US.DOT: Howard Lapin
 
LA/DR: 
 Ron Bobel
 
Controller: 
 Milton E. Eshleman
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Reviewed and Approved by: 

Mission Director: William R. Haynes (' . 
Assistant Mission Director: Charles B. Johnson /' dr-/j 

Drafted kF'7 -2' 

Jean M .- Artaud/Carl M. Forsberg 
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PART TWO - THE PROJECT 

Section I - NATURE OF THE PROJECT 

A. Description and Objectives of the Project 

The Government of Nicaragua has a long-term Plan of Penetration Roads Improve
ment. This project is the first phase of execution of such Plan for which the re
quired technical and economic data have been completed and found acceptable by 
AID. 

The AID loan funds will assist in (1) financing the betterment construction of seven 
feeder roads aggregating about 218 kilometers, including bridge construction on one 
segment, technical assistance and supervisory engineering services and (2) provid
ing road construction equipment that will help build the capacity of the Highway 
Department to carry out a continuing program of road betterment construction. 

1. Betterment of Construction 

The seven feeder roads are located in two areas which egress for social or 
commercial purpose is presently difficult or impossible. The areas affected by 
the project are the Esteli Region, Zone A, approximately 168 kilometers of 
road and the Chontales Region, Zone B, approximately 50 kilometers. See 
location map of sub-projpcts roads (Annex III, Exhibit 2). All of the roads 
proposed For betterment have existing beds but are usable only in the dry season. 
The proposed construction work over 1972 - 1974 is designed to raise these 
roads to all-weather transit standards. 

The all-weather objective will permit construction according to limited design 
standards. The roads will be surfaced (not paved) with locally available selqc
ted materials, according to AID approved specifications prepared by the 
Ministry of Public Works. Plans provide for a crown road width of 5 meters and 
3.5 meters width for the bridges and anticipate traffic of less tlian 100 vehicles 
per day. 

The betterment construction will benefit 2,509 square kilometers and an area 
population of about 85,000. The roads to be built to all-weathercapacity 
under this project are as follows: 
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ZONE A 

Esteli - San Rafael 43 kms .(app.) 

San Rafael - Yali 17 kms ( " ) 
Yali - Esteli 25 kms ( ) 
Yali - Condega 38 kms ( " ) 
Esteli - San Nicholas 12 kms ( " ) 
Esteli - El Sauce 33kms (") 

Total km 168 krns (app.) 

ZONE B 

La Libertad - Santo Domingo - El Chile 50 kms (app.) 

Total Zones A+B 218 kms (app.) 

The Highway DepartmentBetterment construction will be by force account. 
has sufficient experience in this type of work (see Section I.B.1, Page 4 ). 

The total local cost, estimated at the equivalent of $1,200,000 will be con

tributed by the GON. New Equipment estimated at $2,400,000will be 

financed from the AID loan of $2,800,000., which will include supervision. 

technical assistance, equipment maintenance, training and foreign cost of 

construction. The total project cost is estimated at $4,000,000. A full 

description of each penetration road is given in Annex II, Exhibit I. 

2. Building up the Capacity of the Highway Department 

About 3/5 of the useful life of the equipment financed from the AID loan 

will be applied to this project. The balance of the serviceable life of the 

equipment will be applied (and costed) to carry out the Highway Department 

betterment construction schedule in 1975 and 1976 of about 300 kms per yea 

Thus an important feature of the project is that the Borrower must have ade

quate facilities to assure proper servicing, maintenance and repair of equip

ment (see Annex 11, Exhibit 1). 

During Intensive Review particular attention was given to the need for tech

nical assistance in the maintenance of the equipment by the Specialized 

,UNCLASSIFIED
 



UNCLASSIFIED 

-3-

Division of the Ministry of Public Works. On the basis of evidence gathered 
the Equipment Maintenance Section is well-staffed with skilled and experi
enced mechanics who have had the benefit of continuous supervision by the 
BPR in Nicaragua for the past 20 years. Since the equipment to be purchased 
under this loan will require additional services, the Loan Agreement will 
make specific provision for maintenance of the Equipment by the GON. 

3. Purpose 

This proposed loan, combined with specified local resources is to assist the 
GON to integrate into the national economy certain semi-isolated rural 
areas in Nicaragua by means of a penetration roads betterment project. It is 
now impossible for these areas to participate in economic and social commerce 
with the rest of the country on a year-round basis. The existing roads, little 
more than dirt tracks in many places, are passable only in the dry season, 
owing to the lack of proper drainage and surface design to prevent annual wash
outs. This weather pattern has restricted opportunities for marketing production 
of farm products from large areas, inhibited agricultural development of these 
areas and forced many farmers to accept subsisten :e farming as a way of life. 
The roads betterment proposed by this project will provide new conditions for 
farming as well as for other development activity in such areas as health and 
education. Opportunities for increasing and marketing farm production will be 
opened. A corollary purpose of this project is to build the capacity of the 
Highway Department of the Ministry of Public Works to carry out a continuing 
program of feeder roads betterment of some 300 kilometers per year. 

4. Specific Project Objectives 

This project is expected to result in the following: 

a) Bring up to all-weather standards approximately 218 kms of penetration 
roads. 

b) Capacitate the Highway Department to carry out a continuing program 
aiming at roads betterment of about 300 kms per year.
 

c) Reduce transportation cost to the users.
 
d) Provide egress to markets and agricultural services.
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e) Stimulate agricultural production.
 
f) Facilitate other social and commercial services to
 

the area population.
 

In addition the revenues of the Government of Nicaragua will increase through 
new receipts from taxes on vehicles, fuel and property. 

B. Project Background 

1. Brief History of Roads and Highways Construction in Nicaragua 

The present highway network was started in the 1930's when a route between 
Managua and Tipitapa was completed and a route leading south from Managua 
was started. The Highway Department (Departamento de Carreteras) was organ
ized in 1940 under the impetus of the Interamerican Highway Program and with 
the guidance of the EXIMBANK of Washington. The first chief of the Highway 
Department was an engineer from the Bureau of Public Roads. Since that time 
highway construction and expansion in Nicaragua has been continuous. 

Annex Ill, Exhibits 3, 4 and 5 show three stages of growth of the Nicaraguan 
highway network in 1945, 1955 and 1970. 

The Interamerican Highway in Nicaragua was completed in 1965 and paved 
throughout its entire length of 384 kilometers. This highway was financed on 
a cooperative basis: the United States financed 2/3 of the cost and the 
Nicaraguan Government 1/3 of the cost. Maintenance of the Interamerican 
Highway is the responsibility of the Nicaraguan Government. 

Construction of the RAMA Road began in 1955 under an agreement between 
the Governments of Nicaragua and the United States. Construction was com
pleted in 1967. The cost of construction was borne by the United States. The 
right-of-way was provided by the Government of Nicaragua. The Rama Road 
begins at San Benito, 35 kilometers north of Managua on the Interamerican 
Highway and proceeds 256 kilometers eastward to RAMA, an inland port on 
the Escondido River. The RAMA Road is the only road connection from the 
Atlantic Coast to the population centers on the Pacific side. 
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In 1961 and 1962 AID loans 524-A-003 and 524-L-005 aggregating $7,995,000 
were obtainea by the GON to assist financing 268 kms of road construction 
(paved). That project resulted in linking some of Nicaragua's best agricultural 
zones, isolated all or part of each year, to the main urban markets and to Co
rinto, the principal seaport on the Pacific coast. Formerly many of the affected 
areas had been restricted to subsistence farming. This construction was accom
plished by the Highway Department and the success of the project has demon
strated the effectiveness of "force" account work in Nicaragua. The force ac
count construction method is discussed in Section V, Issues, Page 28. 

Bureau of Public Works (BPR) specifications are used for all highway construction 
financed by loans, including BID, CABEI, EXIMBANK and AID. The BPR hat 
also acted as consultant on specifications, plans, and construction. 

2. Current Highway Construction Program 

At the present time th'e Highway Department has four active highway projects 
in various stages of construction, as follows: 

Portezuelo - Las Mercedes 

This project, which is financed by a CABEI loan, consists of 7.0 kilometers of 
4-lane paved highway from the eastern city limits of Managua to a short distance 
beyond Las Mercedes International Airport, with a marginal road along the south 
side. Work is now 99 percent complete. Total cost will be approximately 
$1,700,000., with project completion in July 1971. 

CA-6 

As indicated by the title this 24 kilometers project is a section of the Central 
American highway network, also being financed by a CABEI loan. It connects 
the town of Ocotal with Las Manos on the Honduran border. Work is now 
73 parcent complete. Termination isscheduled for October 1971 at a total cost 
of $3,143,000. 
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Rama Road 

The two final sections of this road comprising 130 kilometers are under con
tract for the placement of an asphalt surface. The value of these contracts 
is $6,044,000., the work being financed by a CABEI loan. Work on the 
section Las Palomas - El Cacao is 48 percent complete. Completion of the 
second section El Cacao - Rama is scheduled for 1974. 

PROLACSA 

This project, also known as the Nicaragua Access Road Program, being 
financed under BID Loan 63/SF-NI, provides for the construction of 460 ki
lometers of access type roads. The majority (392 kms) will be in north-cen
tral Nicaragua in the general vicinity of the city of Matagalpa and are re
ferred to locally as the Camabocho Project Roads. The Camabocho roads 
are in direct support of a newly constructed powdered milk plant located in 
Matagalpa. They serve 21 towns and the livestock and general farming area 
to the east cnd south of Matagalpa by providing all-weather access routes 
where none existed before. 

To date 162 kilometers have been completed and 171 kilometers are in various 
stages of construction, ranging from 40 to 95 percent complete. BID has re
cently granted permission for the balance of the project to be completed by 
force account. Total cost of the project is set at US$ 17,600,000 and com
pletion scheduled for the second quarter of CY 1973. 

3. Evaluation of Previous AID Road Loans 

Loans 524-A-003 (DLF-209) and 524-A-005 for a total of US$8.0 million 
were signed on September 25, 1961 and November 21, 1962 respectively. 
During the period 1962-1967 a total of 268 kilometers of highways in eight 
sections were constructed. Also, approximately $0.5 million was used for 
rehabilitation work on two major highways. 

All eight sections were either National second class or Departmental first 
class and of the 268 kms, 215 kms received an asphalt treated surface with the 
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other 53 kms having a gravel surface. All construction was done by the High-. 
way Department on a force account basis. Engineering supervision wcs by the 
U.S. Bureau of Public "Roads. BPR standards were followed, using FP-01 speci
fications with adaptations and special provisions to cover local conoitions. 

These highways were well constructed, have received satisfactory mintenance, 
and all are in good condition at this time. According'to Highway Department
traffic counts all sections are handling a greater volume of traffic than antici
pated, with one exception. The Telica-San Isidro road, which connects the 
Interamerican Highway in north central Nicaragua to the west coast near the 
Port of Corinto, is carrying less traffic on its eastern section than anticipated.
However, the western section which opened up a good agricultural area does 
have a high volume of traffic. 

4. CAEC Comments on IRR 

The Project Committee hcs treated all the questions raised at ,ie IRR stage. 
For full comments see Part IV, Issues and Annex I, Exhibit 4. 

5. Justification for AID Financing 

Other international and regional lending institutions showed no interest in 
financing this particular project. They stated that their funds were already
earmarked for other projects in Nicaragua: CABEI is already funding the 
Nicaraguan part of the Central American Highway network; IDB is financing
the PROLACSA roads and is ready to finance a Secondary Roads Maintenance 
Program. When approached as a possible source of financing, the IBRD did not 
encourage the GON. At the time the first inquiry was made, AID, which has 
always shown a deep interest in the development of the rural areas in Nicara
gua, encouraged the Ministry of Public Works to prepare a plan for the better
ment of the penetration roads which could be used throughout the year. The 
plan was prepared by personnel of the Ministry and refined by private consult
ants. The cost of implementation of this program with its own funds is beyond
the financial capacity of the GON. The financing of the equipment which 
might have been obtained from the EXIMBANK would be a heavier burden than 
the GON could carry in its present financial situation. ( See Annex II, Exhi
bit 2 - Answers from other lending institutions.) 
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AID is at present the only source of funds for-this type of project in Nicaragua 
because it can offer a reasonable interest rate and longer terms for repayment. 

6. Place of the Project in the AID Program 

This project has a high priority in the AID program because it aims at the social 
and economic development of two remote rural areas in Nicaragua which show 
a good potential for agricultural production. The small farmers will have an 
incentive to produce beyond the subsistence level because of easier access to 
markets. This project will also foster the coordination of other AID financed 
projects and programs in the fields of agriculture, education, health, all 
aiming at the integration of the rural areas in the national economy. 

I 

At the recent ClAP review meeting held in Washington, D.C. this project, 
which is only the f*rst phase of a long-range program, was given a very high 
priority by the Nicaraguan representatives. 
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Section 11 - PROJECT ANALYSIS 

A. General Scope 

The general scope of the project is far-reaching. This is so because in its nature 
the betterment road project is transportation infrastructure and, consequently, com
munication also. The project will result in new conditions for all-weather contact 
between semi-isolated rural areas and the urban and commercial centers. The pro
ject scope defines itself within the purview of social, economic, and political inte
gration. Thus it is a major instrument conjoined to other GON and AID.financed 
programs affecting these same areas in north east Nicaragua. These other programs 
include the Rural Electrification Project (AID Loan $10,200,000), Health Center 
Construction (AID Loan $2,200,000)and Primary School Construction (AID Loan 
$1,500, 000). 

The project intent is to facilitate the application of these social programs and the 
Ministry of Agriculture's extension service to the remote project area populations. 
Thus this project is integral to the wide-ranging scope of which it is a part. In the 
general view the project is an initial step toward the integration of the rural areas 
into the national economy. 

Furthermore, the scope goes beyond the immediate construction of 218 kilometers 
of rural roads and commits the Ministry of Public Works to a continuing program of 
secondary road construction in other areas. The GON road construction program 
is ambitious and long-range and it is also necessary if the rural population is to 
benefit from the numerous AID and GON ongoing programs aimed at these areas. 
Finally the scope of the project includes the commitment of the GON to a program 
designed and financed (by the IDB) to maintain the existing and future secondary 
roads. 

B. Project Components 

The project consists of two main components: the betterment construction of about 
218 kilometers of penetration roads in two separate zones and the building up of the 
capacity of the Ministry of Public Works to carry out a continuous program of pene
,tration roads betterment construction. 
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The seven roads chosen by the Ministry of Public Roads of Nicaragua
 
are part of the long range Feeder Roads Plan aiming at the betterment 
construction of about 5000 kms of penetration roads in the country. 
The application of the GON for the financing of the first phase (1100 kms) 
wa 
studied by the USAID, and at the IRR stage the Ministry of Public
 
Works was requested to refine the economic and engineering data. The 
Zones chosen were those where the Government is already engaged in basic
 
agricultural and social development. Other AID financed prooects such
 
as rural electrification and supervised agricultural credit are reaching

the two Zones to be served by the roads. The project committee took 
into consideration the social economic and political factors involved 
in the selection of the two Zones and came to the conclusion that the 
selected projects are prototypes of the development activities envisioned 
in thu total penetration roads program. 

In the betterment construction component, first priority under the loan 
'1i-l be given tu Zone A as recommended by the consultant and the rep
r,scntative of the US Department of Transportation. Within Zone A, 
t.e project will start with the following roads which constitute a loop 
around the Esteli rural area: Esteli - San Rafael - Yali - Condega. 

For :.Iore detnil; on the individual roads included in the betterment 
construction component sec Annex III, Exhibit 1. 

The PLroject Committee has recommended a substantial amount of technical 
assistance and training in order to achieve the goals of the second main
 
component of this project. 
It became obvious that the provision of
 
eqvipment alone would not bring up the capacity of the Highway Department 
to carry out a continuous penetration roads betterment program. The 
technical assistance sub-component and the corollary on-the-job training 
will be concentrated on techniques of vehicle data control, equipment
 
inventory, preventive equipment maintenance, emergency repairs all of
 
which will add to the usefu.l life of the equipment purchased under the
 
loan. 

The Borrower shall submit a detailed plan for bhe use of the funds destined
 
tc technical assistance and training. This will be a condition precedent
 
to the disbursement of funds for those purposes.
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C. Economic and Financial Analysis 

1. Economic Analysis and Justification 

a. Analysis 

i) The Role of the Rural Sc tor in the Economy 

Despite the rapid growth of the industrial sector of the economy, and some 
movement into the urban areas from the country-side, Nicaragua remains 
predominantly a rural economy. According to the Central Bank and the 
Ministry of Economy, 53 per cent of its population (or 1,074 thousands in
habitants) was classified as rural and 47% (901,172) was classified as urban, 
as of June 30, 1970. The majority of the rural population was situated in 
the Northern and Central zones, somewhat less in the Pacific, and a 
considerably smaller portion in the Atlantic zone. Although there has 
been a reduction in the rural population (59 per cent in 1963 to 53% in 
1970), the increase in the absolute numbers of the rural population indicates 
that it will remain the predominant sector for some time to come. Although 
there is no official data, it is estimated that 60 per cent of the economically
active population is involved in rural activities, i.e., agriculture, forestry, 
fishing and livestock. Of course, to the extent that the industrial sector 
depends on the rural sector for its raw materials, the importance of the 
latter sector is even more evident. 

The relative economic position of the rural sector has been reduced over 
the past five years, but it still plays the single most important role in the 
economy. In fact, the recent slowdown in agricultural economic activity 
has been, to some degree, compensated for by an increase in industrial and 
other non-agricultural activities. This compensation has been only partial, 
however, and economic growth indeed has been stunted by the slowdown 
in the agricultural sector during the past few years. 

While the growth of the Gross Domestic Product rose by 3.7 per cent in 
1970, the output of the primary sector (agriculture, forestry, fishing and 
livestock) actually declined by 0.3 per cent. The value of agricultural 
crop output actually declined 4 per cent in 1970 while the fishing sector 
fell by 7.4 per cent. The livestock and forestry sectors continued to grow. 
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In terms of contribution to GDP, the primary sector also declined, a
mounting to about 27 percent of GDP from an average of about 30 per
cent in previous years. However, since a portion of agricultural products 
is processed by the industrial sector, and much of commerce consists of 
trade in agricultural commodities, the direct and indirect participation 
of the rural sector in the economy's total output of goods and services 
is greater than that shown by the above data. The total value of agri
cultural production did increase in 1970 to a value of $211,630,000 
but production of the major crop, cotton ($47,020,000), actually fell 
by 19 percent. Although the value of production of most other crops 
also increased in 1970, it was the 47 percent growth in the value of 
coffee production that prevented a serious decline in the total value of 
agricultural output. 

Although the position of th rural sector, as exemplified in export sta
tistics, did deteriorate in 1970, its contribution still remained high. In 
1970, cotton exports fell to 19 percent of total exports from 29 percent
the previous year (and peaks of 45 percent in years prior to 1966) but 
coffee exports rose to 18 percent of total exports. Other non-traditional 
agricultural crops, particularly meat and fish, increased. (It should be 
noted that in Nicaraguan statistical data, fresh meat exports are considered 
industrial exports; in the above narrative, they are attributed to the rural 
sector). In general then, no matter how one puts up the economy, and 
despite the poor show'ng of certain agricultural products, the output of 
the rural sector continjes to play a major role in the economy. In fact, 
it is because of the slowdown in the rural sector that overall economic 
growth has slowed !oo point where it just exceeds the rate of population 
growth. The industrial sector has just about taken up the slack, but it 
has not been able to affect as many economic indicators or as many people 
as can be affected by developments in the rural sector. It is this situation 
that is one justification for a U.S. input into the rural sector in the "*rm 
of loans such as this one. 

Programs by the GON and USAID to improve and diversify agricultural
development so as to improve the welfare of rural population are discussed 
below. 
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ii) Rural Development of the GON and AID 

There are several GON agencies involved in improving the economic 
condition of the rural sector. Those directly related to improving 
agriculture include the Ministry of Agriculture, the National Bank (INN), 
the National Development Institute (INFONAC), the Institute for Internal 
and External Commerce (INCEI) and the Agrarian Reform Institute (IAN). 
Following is a brief resumd of some of the rural development projects 
being undertaken by these agencies: 

Ministry of Agriculture: 

The Ministry is a policy and regulatory agency primarily, with much oi 
the actual work being undertaken by the various autonomous agencies 
such as BNN, INCEI, etc. Agricultural education, research and 
extension are responsibilities of the Ministry. With USA ID assistance, 
the MAG has undertaken applied research projects in rice, animal 
nutrition and forage crops, and has an extension service that provides 
technical assistance to small farmers. The Ministry is participating in 
the development of rural youth clubs, and cooperates with other Minis
tries in promoting school garden programs throughout Nicaragua. The 
USAID is continuing to support an irrigation demonstration project to 
determine the economic application of irrigation on selected crops. 

The National Bank: 

The BNN, under a $9.4 million U.S. loan, is financing the U.S. dollar 
costs of agrochemicals to be used for the production of rice, corn, sorghum, 
beans, sesame, forage, peanuts and some other crops. To date, this program
has involved 4,000 clients and 110,000 acres of crop land. The BNN has 
a program of rural credit providing financial resources and technical 
advice to the medium and small sized farmers to assist them in financing 
crop.inputs. (The BNN provides 80-90 percent of all credit provided to 
the agricultural sector by the banking system). The BNN has a contract 
with TAHAL, an Israeli concern for irrigation assistance primarily on 
cotton. It has a rice irrigation project and a cattle improvement project, 
supported by funds from the Inter-American Development Bank. The BNN 
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also administers a supervised agricultural credit program for which 
AID supplied one million dollars of capital. (AID Loan No.524-L-015). 

The National Development Institute. (INFONAC): 

INFONAC is involved in a number of projects directly related to the 
rural sector. It has concluded an agreement with Standard Fruit 
Company for the cultivation of Bananas; has invested in a tobacco 
program for export of Havana-type leaf and cigars; has a cattle 
improvement project and has invested resources in a modern meat 
packing plant (IFAGAN). With IDB assistance, it is carrying out the 
PROLACSA project which involves the development of a milk production 
area (roads and a p:occssing plant) in the North-Central region of Nica
ragua. Assisted by the U.N., INFONAC conducted a forest resource 
inventory of 300,000 hectares of land on the North Atlantic Coast and 
is presently improving the forested area. Primarily, however, the 
majority of INFONAC's resources are allocated to industrial-type 
projects rather than agricultural projects per se. 

The Institute for Interior and Exterior Commerce. (INCEI): 

INCEI is the Government agency in charge of the price stabilization of 
basic grains. It is now receiving assistance, under a USAID-funded 
borrower-grantee contract, for the development of a price stabilization, 
storage and marketing program for agricultural products. INCEI is 
terminating the construction of 100 small drying and storage units with 
a 1 000 tons capacity each, distributed throughout the country. Two 
regional grain terminals each with 10,000 MT capacity are scheduled 
for completion in 1972. 

Agrarian Reform Institute. (IAN): 

IAN is involved in the distribution of titles to national lands and the 
development and settlement of new colonies. Under the former project 
land titles have been issued to more than 12,000 families affecting more 
than 801000 people. There are more than 30 colonies under IAN's direct 
supervision, covering an area of 41,700 hectares and benefiting almost 
31000 families. 
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The above do not represent all of the prog'ams to improve the welfare 
of the rural population. There are other programs in health, education, 
roads, electric power, etc., that are currently active in the rural 
sector supported by AID and international agencies. In general, this 
rural sector remuins a major priority concern of the GON and tWe 
International Financial agencies and continues to receive aid in a 
number of programs and projects. 

iii) General Economic Panorama 

Economic growth as measured by the Gross Domestic Product (GDP) con
tinued to stagnate. In 1970, GDP rose by only 3.7 per cent as measured 
against a population increase of about 3.2 per cen.'. There were several 
factors that caused this low rate of increase. The value of agricultural 
output declined by 5.0 per cent in 1970 compared to a minus 0.2 per 
cent in 1969. In addition, while the output of the fishing sector grew 
by 14.5 per cent in 1969, it actually fell by 7.4 per cent in 1970. Thus 
the output value of the primary sector actually declined slightly (0.7) 
in 1970, compared to an increase of 2.9% the previous year. The sec
ondary sector rose 5.1 per cent in 1970 thereby compensating in part 
for the decline in the primary sector, but even this increase was less 
than in 1969. Two reasons account for this: (1) a decline (8.7/6) in 
the construction sector compared to a 7.8 per cent increase in 1969 and 
(2) a sharp fall in mining output (-24.0%) compared to a decline of 
"only" 9.3 per cent the previous year. Manufacturing output continued 
to grow (9.5%) but at a much smaller rate than in the previous year 
(15.0%). The tertiary sector (commerce, transportation and communi
cation, etc.) continued to rise and in 1970 increased by 4.1 per cent. 

Despite the poor general growth, other economic factors were favorable 
in 1970. Central government revenue reached a peak of $81.5 million 
in 1970, an increase of more than $10 million over the previous year. 
The GON projects an additional $10 million increase in 1971. Govern
ment savings and capital expenditures also rose and are expected to 
increase further in 1971. 

Loans from the banking sector to the private sector rose at 6.5 per cent, 
approximately at the previous year's rate of growth. This was a relatively 
tight credit ceiling as measured by rates of growth in 1968 and 1967 
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(9.4% and 13.7 percent respectively). Meanwhile banking claims on 
-the government and official entities declined somewhat, with the result 
that total domestic credit of the banking system increased by only 5.2 
percent, compared to rates of growth of 8.6 per cent and 6.3 per cent 
in 1969 and 1968 respectively. Savings and time deposits rose by 18.8 
per cent, considerably higher than rates of growth prevailing in the 
last several years. The money supply (currency in circulation and 
demcnd deposits) also continued their upward trend, after declining in 
1967 and 1968. The monetary situation remains stable in Nicaragua. 
The Government has not had to resort to inflationary financing to 
cover the budgetary deficit, and the control over credit has prevented 
a surge of inflation. 

The Balanice of Payments also has improved in 1970. Total exports rose 
to $173.7 million, an increase of $21.2 over the previous year. Imports
increased to $177.9 million (f.o.b.) from $158.4 in 1969. Including ser
vices, the balances on current account did remain at a high deficit level, 
i.e., minus $36.8 million. The large inflow of capital, both private and 
public, exceeded the current account deficit and permitted the GON to 
increase its reserves by $12.5 million in 1970 after a decline of $6.5 
million the previous year. 

b. Justification 

The economic justification for the project appears in Annex Ii, Exhibit 3. 

Satisfactory cost benefit ratios have been verified at rates of 10, 12 and 
14 per cent. For more details see the above mentioned Annex. 

2. Financial Analysis 

a. Total Cost of the Project 

The total cost of the project is estimated at $4 million, of which $2,800,000, 
or seventy per cent (70 ) are foreign costs and the equivalent of $1,200,000 
or thirty per cent (30%) are local currency costs mainly for construction. In 
the event that some materials are procured from Central American countries 
other than Nicaragua, AID funds will be used to pay the cost of these imported 
materials. 
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Cost estimates are based on the Feasibility Studies submitted by the Borrower 
as revised by the U.S. Bureau of Transportation both in the field and in 
Washington, D.C. Calculations are made using the experience of the 
Highway Department of Nicaragua in similar projects predicated on recent 
quotations and normally accepted engineering costs calculated as a percent
age of total direct cost and applying a 5 to 10 percent contingency on all 
direct construction costs. The Project Committee has reviewed the costs 
and finds them a reasonably firm estimate of the cost to complete the 
project as planned. 

This project consists of two main components, i.e. (1) Betterment Construc
tion of about 218 kms. of penetration roads over a period of 3 years and (2) 
Bringing up the Capacity of the Highway Department to carry out a continuous 
program of penetration roads betterment of an average of 300 kms. per year. 
A breakdown of the estimated project costs by components and source of 
funding follows: 

Components Local Currency Foreign Costs TOTAL
 
(GON) (AID)
 

1. Betterment construction 3 years 1.100 1.440 2.540 

(Equipment) 

Foreign construction materials .... 100 100 
Supervision 50 100 150 
Technical Assistance --- 100 100 

Sub-Total 1st Component: 1.150 1.740 2.890 

2. 	 Capacitition of Highway Dept. -- '- 960 960 
(Equipment) 

Technical assistance & training 50 	 100 150 

Sub-Total 2nd Component: 50 1.060 1.110 

Total Estimated Project Cost: 1.200 2.800 4.000 

UNCLASSIFIED 



UNCIASSIFIED
 

- 18 -


The cost estimates of $15,741 per kilometer in Zone A and $19,600
 
in Zone B were adopted by the U.S. Department of Transportation who
 
revised the consultant's report. For the purpose of analysis this
 
project is divided into two main components, betterment construction
 
of 218 kms of roads and the building up of the capacity of the
 
Highway Department to carry out a continuous program of secondary road
 
betterment. To the first component only sixty percent (60%) of the
 
total cost of equipment is applied. The other 40 percent is considered
 
a part of the second component.
 

T'he list of equipment was compiled on the basis of the betterment
 
construction of 218 ions and the need to capacitate the Highway Department
 
to carry out a continuous program of secondary roads betterment with a
 
goal of 300 lans per year. The list which appears in Annex III, Exhibit 6,
 
was prepared by the Ministry of Public Works and carefully revised by
 
the consultants and the USAID engineers who concluded that such equipment
 
was needed to complete the betterment construction component within the
 

tie fr -,.ework and to build up the capacity of the Highway Department. 
It is anticinated that, based on a useful life of five years, at least 
two years of equipment life will be available to carry out the second 
goal of building a capacity within the highway department for continuous 
secondary road betterment operations. This will be accomplished by 
assigning the equipment to the Department for this purpose once the 218 
kilometers of roads included in the initial phase are completed.
 

It is nertinent to mention at this point that the GON is expected to have 
inputs additional to the $1,200,000 in order to maintain the equipment 
purchased with loan funds throughout the period of its useful life. This 
will be part of the national maintenance plan acceptable to AID which will 
be a condition precedent to disbursement of loan funds. 

b. Disbursement Pro.ections 

Azsuraing authorization in June 1971 and completion of detailed loan
 
negotiations, execution of Loan Agreement, meeting of Conditions
 
Precedent by the end of the year the project funds are expected to move
 
as follows:
 

UNCLASSIFIED
 



UNCLASSI FI ED
 

-19-

Estimated Flow of Project Fund 
(in thousands of U.S. dollars or equivalent) 

CY 1972 CY 1973 CY 1974 
LocaI Foreign LocaT Foreign Local -Foreign TOTAL 

GON 300 600 300 1,200
 
AID 800 1,200 800 2,800
 

TOTAL: 300 800 600 1,200 300 800 4,000 

c. Capacity of GON to Use Project Funds During Disbursement Period 

The Minister of Public Works of Nicaragua has indicated to members of the 
Project Committee that the GON will provide on a timely basis the funds 
necessary to cover all the local costs of the project. This requirement will 
be translated into a covenant of the Loan Agreement. 

With reference to the capacity of the GON to utilize all the project funds 
during the disbursement period, the Project Committee analyzed the perform
ance of the Highway Department in our previous loans, the in-service 
training carried out by the Ministry with the assistonce of U.S. Engineers 
of the Bureau of Public Roads during the past decade and the results obtained 
from such a program and reached the conclusion that the Executing Agency 
has the capacity to use, on a planned basis, the project funds within the 
3-year disbursement period contemplated. There is no reason to believe that 
with the additional technical assistance and training the Executing Agency 
will have any difficulty in obtaining a high capacity to continue a penetration 
roads betterment program for years'to come. 

d. Impact of Project on U.S. Balance of Payments 

Since the GON has agreed to finance all local costs of the project, A.I.D. 
funds will be used exclusively for eligible foreign costs. 
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Most of the loan funds will be used to cover the costs of goods and services
from the United States. The list of equipment is based on specifications of
U.S. standards which have been used for the past 25 years in Nicaragua.
In this case it is expected that procurement will be made from the United 
States. 

During the years 1967-68-69-1970, Nicaragua's propensity to buy U. S. 
exports with foreign exchange earnings was in the range of .40. 

The U.S. balance of payments with Nicaragua should, with this project,
receive additional compensation through the increased purchases of 
capital goods and spare parts to be used in the project, offering opportunities 
for the export of U.S. products. 

e. Prospects of Repayment 

Repayment of the Loan will be an obligation of the Republic of Nicaragua.
The Government of Nicaragua is current in meeting its external debt ser
vice. Nicaragua's medium and long-term external public debt is approach
ing US$177 million. The USAID expects it to increase over the next de
cade. The annual debt service obligation is currently about $25 million 
and in this decade it is expected to increase as drawdowns accelerate, 
grace periods expire and the effects of higl.er interest rates are felt. How
ever, this increase is expected to be more than offset by increases in the 
foreign exchange earnings. 

Foreign exchange earnings now approximate $178 million annually. Even
allowing for fluctuations in returns from cotton, coffee, meat production
and fishing which represent 54% of the total, the foreign exchange earrnings 
are expected to riie gradually in the future. 

Consequently it appears that the ratio of debt service to export earnings may
stabilize at around 15% throughout the amortization term of this loan, 
providing ample foreign exchange cover. 

It therefore appears that there are reasonable prospects of repayment. For 
more detailed information on the Economic Panorama of Nicaragua see Annex 
IV. 
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f. Conclusion 

In consideration of the fundamental importance of this project which will 
stimulate a more rapid development of some rural areas of Nicaragua and 
in view of the evidence of self-help on the part of the GON which is 
willing to take up the total amount of the local costs, and the fact that 
this project has a high priority in the GON plans, as recently submitted 
to the ClAP and the expressed desire of A.I.D. to help in the development 
of agricultural production in Nicaragua the USAID concludes that the 
A.I.D. financing requested is fully justified. 

D. Engineering and Technical Analysis 

1. Engineering 

a. Planning and Layout 

All engineering will be done by the staff of the Highway Department, and 

will consist of the following operations: 

(i) 	 Field survey of road location, including collection of horizontal 

and vertical alignment, soils, construction materials, and drain

age data. Aerial photos and topog maps are used to assist where 

changes in location are required. 

(ii) 	 Plotting centerline in plan and profile. 

(iii) 	 Establishment of gradeline. 

(iv) 	 Location and designation of culverts, bridges and lines channels. 

(v) 	 Staking of road centerline and drainage structures. 

UNCLASSIFIED 



UNCLASSIFIED 

- 22 

b. Direction of Construction Activities 

All construction work will be under the direction of a Department resi
dent engineer. 

c. Supervision 
In the event that the services of BPR are not available (see P. 27) 
a consulting engineering firm will be employed for supervision of con
struction and will be responsible for approval of the engineering plans 
and layout and work actually performed, and will certify to its adequacy 
prior to disbursement of project funds. 

2. Method of Constru:tion 

The work will be performed by the forces of the Highway Department under 
the direction of Department engineers and under the general supervision of a 
consulting engineer. 

The work to be undertaken includes earthwork, installation of drainage struc
tures, construction of bridges, and placement of a granular surface course as 
required to bring the roads to all-weather status. There will be coniiderable 
difference in the amount of work needed from section to section, varying from 
merely reshaping the road crown, cleaning drainage ditches and applying a 
surface course, to complete reconstruction where needed to eliminate sharp 
curves and steep grades. Disbursement of funds will be on a price per kilometer 
approved by AID for each section before construction starts on that. 
section.
 

3. Analysis of Cost Estimate 

The estimated cost of the project isbased on preliminary plans an',; studies made 
during the feasibility study. Detailed studies of each road section were made in 
which various types of treatment were considered. Cost estimates were then 
developed for the work necessary to bring each section to a satisfactory all
weather condition. An excellent check on these costs has just become available. 
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On the Camabocho Project being financed by BID Loan 63/SF-NI the High
way Department recently completed a 20 kilometers pilot project of all new 
construction with gravel surface and a 6 meter roadway. Work was done by
force account,and under the supervision of the BPR and guidance of BID 
accurate cost records were kept. The total cost for the 20 kms section was 
$430,816, or an average cost of $21,541 per km. 

In Zone A the average cost per kilometer for the betterment work proposed is 
estimated at $15,741, and in Zone Bat $19,630. Specifications are similar 
except that the Camabocho Roads have a crown width one meter wider than 
proposed for this project. 

On the basis of the preliminary plans as prepared for the type of betterment 
proposed and the estimated costs as given, the requirements of Section 611 
have been met. (See Annex 111, Exhibits 7 and 8) 

4. Highway Maintenance 

All maintenance of highways and roads is performed by the Highway Depart
ment under the Division of Maintenance and Production Roads. The country is 
now divided into four (4) regions, each under the direction of a maintenance 
engineer and with a maintenance yard and repair shop. The GON expects to 
receive a road maintenance loan of $3.2 million from BID during the fourth 
quarter of 1972. 

This loan project will be for the purpose of generally upgrading the mainte
nance capability of the Highway Depar. ient, particularly for secondary roads. 
Under this project four new main and ten auxiliary camps will be established,
maintenance equipment will be purchased, and technical assistance provided
in the fields of equipment maintenance, field maintenance operations and 
financial administration. 

It is a recognized fact throughout Central America that Nicaragua has done 
an outstanding job of highway maintenance. It is expected that with the ex
panded facilities and new equipment the new as well as existing roads will 
receive adequate maintenance. 
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5. Equipment Maintenance and Repair 

Each maintenance division headquarters has a shop which takes care of pre
ventative maintenance and minor repairs. Major repair and overhaul work is 
done in the Department's main shop in Managua. 

Some new shop tools and equipment will be purchased in this and the BID loan 
for the division and main shops and technical assistance training will be pro
vided in the BID loan. With this additional training and equipment the Depart
ment shops will be adequately stocked and staffed to provide satisfactory ser
vice to both maintenance and construction equipment. 

6. Technical Feasibility of Project 

Traditionally, the Maintenance Division of the Highway Department has con
structed and improved the penetration class roads on a time available basis. 
Also, the Department has done a considerable amount of force account con
struction over the last ten years. Outstanding examples are the two A.I.D. 
road loans for a total of $8 million which resulted in the construction of 268 kms 
of departmental roads. Since 1966 the Department has placed more emphasis on 
feeder roads, usiri, budgetary funds supplemented by user contributions. This 
work has also been done by force account. Thus, the Department has built up a 
construction capability in the engineering, construction superintendent and fore
man, and equipment operator fields which is no doubt unique in Latin America. 

Recently, the Ministry of Public Works received approfal from BID for the com
pletion of the Camabocho Project by force account. This approval was granted 
after the Highway Department demonstrated that it could carry out construction 
of a satisfactory quality at a considerable saving in cost when compared to con
tract construction. 

The Mission is convinced that the Highway Department has the capacity and 
capability to satisfactorily carry out the project as proposed, and that the con
struction of the lower standard penetration roads by force account is the cheapest 
and most efficient method for Nicaragua. 
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Section III -	 LOAN IMPLEMENTATION 

A. 	 Execution Plan and Schedule 

Assuming loan authorization by June 30, 1971, the Loan Agreement can be negotiated and signed by September 30, 1971. Satisfaction of conditions precedentmay be completed by November 15, 1971. The following tentative schedule wasdiscussed during preliminary negotiations with the Minister of Public Works: 

1. 	Contracting of consultants acceptable to AID September 30, 19712. 	Bid documents for equipment approved by USAID November 15, 19713. 	Award is made and L/Comm opened February 15, 19724. 	 Initial equipment delivery July 15, 1972
5. 	Betterment construction scheduled to start August 1, 1972 

B. 	 Execution and Monitoring Responsibilities 

1. 	 The Ministry of Public Works 

The Highway Department of the Ministry of Public Works will be responsiblefor 	the execution of the project. It will be responsible for consultant selection,contracts negotiations and contract administration throughout the executionperiod, including the approval of the progress reports and certification of payments. It will also prepare and submit for AID approval a final list of the
equipment to be purchased with loan funds. 

2. 	 The USAID
 

The 
 'SAID Chief Engineer will have the monitoring responsibility of this project. His office will approve all contracts related to this project whether ornot 	financed with loan funds. Specific approval of the Chief Engineer will berequired for consultants and consultant contracts, invitation for bids, procurement 	contracts, detailed scopes of work and cost breakdown, progress reportsand 	final reports. The 	Offices of the USAID Controller and Capital ResourcesDevelopment will backstop the Chief Engineer in matters within their expertise. 
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C. 	 Major Implementation Steps 

1. 	 Betterment Construction 

a. 	Engineering data, including construction schedule, are submitted to 

USAID for approval. 

b. 	USAID approves data dnd schedules. 

2. 	 Technical Assistance and Training 

Ministry of Public Works submits to USAID detailed plan for technicala. 

assistance and training.
 

b. 	USAID approves detailed plan for technical assistance and training 
and establishes disbursement procedures. 

3. 	 Reporting 

a. Monthly progress reports by consultant received by USAID through the 

Ministry of Public Works. The initial report on each road should indi

cate the type of equipment at a given site and its projected use. 

b. 	The final report shall be prepared by the consultant and submitted to 

USAID through the Ministry of Public Works. 

4. 	 Joint Evaluation 

USAID with the Ministry of Public Works will make a joint evaluation of 

the progress of the Project every six months from the start of the betterment 

construction. 

Measures to be taken by GON for the Continuation of the Program5. 

The GON shall submit its plans for the continuation of the program including 

the priorities based on additional feasibility studies for the second phase with

in 18 months after the date of execution of the Loan Agreement. 
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D. Implementation Procedures
 

1. Supervision
 

Considering that the Minister of Public Works has requested that
 
personnel of the"bureau of Public Roads" (BPR) currently engaged
 
in providing technital assistance to the Ministry, be retained to
 
approve engineering plans, supervise construction and certify pay
ments, the Project Committee did not have any objection to such
 
procedure which had given satisfactory results in previous AID
 
loans. A waiver in accordance with M.O. 1425.1 will be requested
 
to permit use of BPR personnel on this project.
 

During preliminary negotiations the Minister was advised however,
 
that if such services could not be obtained under an expansion of
 
the existing agreement with the BPR, provision would have to be
 
made for the contracting of' an A & E firm satisfactory to AID.
 

2. Procurement
 

The professional services to be included in this project and
 
financed under the loan will be procured by the Borrower in a
 
manner consistent with AID Manual Order 1425.1 or the Capital
 
Projects Guidelines (M.O. 1442.1). Appropriate attachments to
 
the First Implementation Letter will be provided to assure
 
compliance by the Borrower, particularly in the use of dollar
 
funds for procurement from eligible countries.
 

3. Disbursement
 

Disbursement of loan funds for project dollar cost will be effected
 
through the AID Letter of Commitment procedure or through other
 
customary AID procedures, as appropriate.
 

4. reportinR
 

The USAID does not intend to request other types of reports directly
 
from the Executing Agency except for a Global Evaluation Report and
 
Shipping Reports when the importation of commodities is included in a
 
Consultant's contract. However, the USAID will insist upon receiving
 
the Consultant's reports through the Executing Agency and with the
 
comments of such agency.
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E. Terms, Conditions, and Covenants
 

1. Terms
 

The following terms are recommended for a loan
 
to the Government of Nicaragua not to exceed $2,800,000:
 

Repayment in 40 years including a grace period of
 
10 years. Interest 2% during grace period and 3%
 
thereafter.
 

Currency of Repayment: U.S. Dollars
 

2. Conditions:
 

Prior to the first disbursement or issuance of
 
disbursement documents the Borrower shall submit in form
 
and substance satisfactory to AID:
 

(a) Evidence of arrangement for engineering
 
services for certification of payment,&ccnstruction super
vision ; 

(b) A schedule indicating dates and amounts of
 
annual contributions totalling not less than the equivalent
 
of $1,200,000 which the Borrower will contribute to the
 
Project over a period of 3 years from the date of execution
 
of the Loan Agreement;
 

(c) A national secondary road maintenance plan
 
and evidence of arrangements for the procurement of equip
ment organizution, training and financing required to
 
implement said plan, including the maintenance of the
 
equipment;
 

(d) Borrower's agreement to furnish AID all
 
plans, specifications, construction schedules, bid docu
ments and contracts relating to the project and any
 
modification therein whether or not the goods and/or
 
services to which theyrelate are financed under the loan.
 

3. Covenants:
 

(a) Procurement of goods and services with loan
 
funds will be made from AID Code 941 countries
 
including CACM countries other than the Borrowing country;
 

(b) The Borrower will provide the rural areas to
 
be served by the penetration roads included in this
 
project the government services required for the economic
 
and social development of the areas;
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(c) the Borrower shall maintain the roads included
 
in the project and provide sufficient separately budgeted
 
funds to assure maintenance of said roads for a period of
 
ten years after completion;
 

(d) All aspects of this project which require 
changes to the natural environment of the project areas 
will be considered for potential damage to tnis environment. 
Whenever necessary, a plan for the minimizing and controlling
 
of ecological.dmage will be draown up for each project area. 

4. The loan shall be subject to such other conditions
 
and covenants as AID may require.
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Section IV - ISSUES 

All the issues raised at the CAEC meeting have been treated during the Intensive Review 
and the answers of the Project Committee appear in Annex II, Exhibit 2. 

Of all the issues which required detailed treatment the Project Committee has retained 
the following: 

A. Force Account Construction 

Over a 20-year period Nicaragua has gained considerable experience in highway 
construction by both contract and force account methods. One difficulty with con
tract work has been'in getting a sufficient number of qualified firms to bid so that 
competition would be assured. Some local contractor capability in road construction 
has been developed but this element usually joint ventures with foreign firms, or 
works as sub-contractors. 

From this experience a policy has evolved which the Ministry of Public Works pro
poses to follow for the next several years. This would be that construction of major 
highway projects would be carried out by private contractors while the lower class 
penetration roads would be improved and/or built by the forces of the Highway De
partment. The basic reason for the use of force account is economics and the High
way Department has clearly demonstrated that it can construct the lower class roads 
at a considerable saving in cost. 

On the Camabocho Project access roads in north central Nicaragua, being financed 
by BID, the first six sections totalling 104 kms were constructed by contract at an 
average cost of $50,765 per km. A 20 kilometer pilot project in the same area was 
recently completed by force account at an average cost of $21,541 per km. With 
the exception of an increase in the crown width from 5 to 6 meters the specifications 
were the same. 

Under ordinary circumstances highway and road construction is done by contract 
with private firms, and construction by force account usually carried out only in 
special situations. The usual stated objections to force account construction are that 
it offers no incentive, and that there is a tendency to maintain too large an organ
ization. 
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On the part of the Nicaraguan labor force, skilled and unskilled, the scarcity of 
jobs is such that productivity is equal, whether the employer be private or Govern
ment. Over the years a pride in accomplishment has developed in the supervisory
staff of the Highway Department which represents as strong a factor as the profit
motive in contract work. As to the size of the organization, budgetary limitations 
along with careful monitoring by the supervising engineer have been effective in 
maintaining a proper balance. 

In any case of force account construction, the specific situation must be evaluated 
in country and not on the basis of experiences elsewhere. When this was done in 
the case of the first two A.I.D. Highway Loans to Nicaragua the result was the 
successful force account construction of 268 kms of highway. 

With respect to this particular loan AID is helping the GON build up the capacity
of the Highway Department to carry out a continuous program of penetration roads 
betterment. In its physical nature and its financial plan this project is more apt to 
be successfully implemented by the force account method.. 

B. Agricultural Extension Services 

In addition, during Intensive Review, the question of agricultural extension services 
was raised. It was deemed important to analyze the present services and the need 
for additional services required by the new areas. The following is a summary of the 
findings and recommendations of the Project Committee: 

Various types of agricultural extension services are provided in the zones of influence 
of the project roads. The Ministry of Agriculture has the county agent type service 
as well as regional veterinarians. The National Bank through its rural credit programs
also maintains agricultural rechnicians who provide advice and guidance to its bcr
rowers. While not an estension type service, The National Institute for External and 
Internal Commerce (INCEI) maintains grain storage centers where farmers sell and/or 
store various grains. 

Betterment of the project roads will make it possible for the extension type techni
cians to cover a larger area in the zone of influence as well as provide yearround
service. Farmers will also be able to reach the grain storage centers at all times of 
the year instead of only during the dry season. 

UNCLASSIFIED 



UNCLASSIFIED 

- 32 -

Following is a tabulation showing the locations of the various offices described 
above: 

Zone "A" Zone "B" 

Ministry of Agriculture 

Extension Offices 

Esteli Santo Tom6s 
Jinotega 
(20 kms From San Rafael) 

(21 kms from La Libertad) 

Regional Veterinarians 

Esteli Santo Tom6s 

Zone "A" Zone "B" 

National Bank 

Agricultural Credit Offices 

Esteli Santo Domingo 
Yali 
La Concordia 
El Sauce 

INCEI 

Grain Storage Centers 

Esteli Santo Domingo 
Condega La Libertad 
Yali 
El Sauce 
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The Loan Agreement will provide that the GON shall give adequate agricultu'al 
extension services to the rural areas included in the project. 
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May 15, 1971 

CHECKLIST OF STATUTORY CRITERIA 

(Aliance for Progress) 

In the right-hand margin, for each item write answer or, as appropriate, a summary of 
required discussion. As necessary, reference the section (s)of the Capital Assistance Paper, 
or other clearly identified and available document, in which the matter is further discussed. 
This form may be made a part of the Capital Assistance Paper. 

The 	following abbreviations are used: 

FAA - Foreign Assistance Act of 1961, as 	amended. 

App. - Foreign Assistance and Related Agencies Appropriations Act, 1971. 

MMA - Merchant Marine Act of 1936, as amended. 

COUNTRY PERFORMANCE 

Progress Towards Country Goals 

1. FAA Sec. 208; Sec. 251 (b) 

A. 	 Describe extent to which country is: 

(1) 	 Making appropriate efforts to (1) The GON is continuing to make 
increase food production and improve substantial efforts to increase 
means for food storage and distribution, 	 food production and improve food 

storage and distribution facilities. 
AID Loan No. 524-L-022 (Basic 
Crops) required that the GON 
match the amount of $9 million with 
its own funds. The GON is complying 
beyond the requirement. In addition 
the GON has received and is using 
Funds from the EXIMBANK to increase 
storage capacity. The GON has also 
signed a grant agreement with the 
USAID for a TC Program in marketing 
and distribution to improve food storage 
and distribution system. 



AID 	1240-2 

(2) 	 Creating a favorable climate for 
foreign and domestic private enter-
prise and investment, 

(3) 	 Increasing the public's role in the 
development process. 

(4) 	 (a) Allocating available budegetary 
resources to development, 

(4) 	 (b) Diverting such resources for un-
necessary military expenditure 
(See also Item No. 16) and inter-
vention in affairs of other free 
and independent nations. (See 
also Item No. 14). 
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(2) 	The GON has created a favorable
 
climate for foreign and domestic
 
private enterprise and investment.
 
Only the 	size of the markets and 
the scarcity of skilled human re
sources can be considered as limiting 
the participation of the foreign and 
domestic 	private investors. 

(3) 	 The public's role in.the develop
ment process has been considerable
 
in Nicaragua and the GON is
 
actively attempting to stimulate
 
further participation therein the
 
GON iscontributing cash to this
 
project that will reach about 
100,000 people in the rural area 
to be served. 

(4) 	 (a) The GON allocates a signifi
cant portion of its National 
Budget to activities related 
to Development. Twenty-five 
percent of total budgetary 
expenditures was allocated 
to investment. 

(4) 	 (b) Nicaragua does not appear to 
be making unnecessary milita
ry expenditures nor preparing 
to intervene in the affairs of 
any other free and independent 
nation. 
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(5) 	 Willing to contribute funds to the 
project or programs. 

(6) 	 Making economic, social and poli-
tical reforms such as tax collection 
improvements and changes in land 
tenure arrangements, and making 
progress toward respect for the rule 
of law, freedom of expression and 
of the press, and recognizing the 
importance of individual freedom, 
initiative, and private enterprises, 

(7) 	 Adhering to the principles of the 
Act of Bogot6 and Charter of 
Punta del Este. 

(8) 	 Attempting to repatriate capital 
invested in other countries by its 
own citizens. 

ANNEX I, Exhibit I
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(5) 	 The GON is investing the total 
amount of local costs estimated 
at the equivalent of $1.2 million. 

(6) 	 Nicaragua has initiated various 
programs tending to social and 
political reforms, tax collection 
improvement, additional taxes, 
changes in land tenure, reliability 
on property records. AID Loan No.. 
524-L-012 (Tax Improvement) has 
been a great help. Nicaragua 
recognizes the value of freedom of 
expression and of the press a,, well 
as the 	importance of indiv dual free
dom, 	 initiative and private enter
prise. See CFS for 1969 for additional 
information in this respect. 

(7) 	 Account has been taken of the 
Borrower's adherence to the principles 
of the Act of Bogotd and the Charter 
of Punta del Este. 

(8) 	 In following a course of political 
stability and in its efforts to promote 
economic development, Nicaragua 
gives an incentive to its own citizens, 
to repatriate capital. 
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(9) 	 Otherwise responding to the (9) Account has been taken of the 
vital economic, political, and Borrower's responsiveness to the 
social concerns of its people, vital economic, political and 
and demonstrating a clear deter- social concerns of its people. 
mination to take effective self- Nicaragua is improving its edu
help measures. cational system and its public 

health service. 

B. Are above factors taken into account Yes. 
in the furnishing of the subject assistance? 

Treatment of U.S. Citizens 

2. FAA Sec. 620 (c). If assistance is (2) The Borrower is not known to be 
to government, is the government indebted to any U.S. Citizen in 
liable as debtor or unconditional any such manner. 
guarantor on any debt to a U.S. 
citizen for goods or services fur
nisheu or ordered where (a) such 
citizen has exhausted available 
legal remedies and (b) debt is not 
denied or contested by such govern
ment? 

3. 	 FAA Sec. 620 (e) (1). If assistance is 3. The GON has not taken any such 
to a government, has it (including action. 
government agencies or subdivisions) 
taken any action which has the effect 
of nationalizing, expropriating, or 
otherwise seizing ownership or control 
of property of U.S. citizens or entities 
beneficially owned by them without 
taking steps to discharge its obligations 
toward such citizens or entities? 

4. 	 FAA Sec. 620 (c); Fishermen's Protective 
Act. Sec. 5. If country has seized, or 4. The GON has not seized or imposed 
imposed any penalty or sanction against any penalty or sanction against any 
any U.S. fishing vessel or account of U.S. fishing vessel on account of its 
its fishing activities in international fishing activities in international waters. 
waters. 
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a. 	Has any deduction required by a. N.A.
 
Fishermen's Protective Act been
 
made?
 

b. 	Has complete denial of assistance b. N.A.
 
been considered by A.I.D. Adminis
trator?
 

Relations with U.S. Government and Other 
Nations. 

5. 	 FAA Sec. 620 (d). If assistance is for 5. No productive enterprise which 
any productive enterprise which will will compete with U.S. private 
compete in the U.S. with U.S. enter- enterprise in the U.S. is being 
prise, is there an agreement by the financed by this project. 
recipient country to prevent export 
to the U.S. of more than 20% of the 
enterprise's annual production during 
the life of the loan? 

6. 	 FAA Sec. 620 (i). Has the country 6. Nicaragua has not permitted this 
permitted or failed to take adequate and has taken adequate measures 
measures to prevent, the damage or to prevent such damage or 
destruction by mob action, of U.S. destruction. 
property? 

7. 	 FAA Sec. 620 (j). If the country has 7. The GON has instituted the invest
failed to institute the investment ment guaranty program in which 
guaranty program for the specific risks guaranties were issued for operations 
of expropriation, in convertibility or amounting to more than $25 million 
confiscation, has the A.I.D. Administra- by the end of CY 1970. 
'ion within the past year considered 
denying assistance to such government 
for this reason? 

8. 	 FAA Sec 620 (q). Is the government of 8. No.
 
the recipient country in default on
 
interest or principal of any A.I.D. loan
 
to the country?
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9. 	 FAA Sec. 620 (t). Has the country 9. Nicaragua maintains diplomatic 
severed diplomatic relations with U.S.? relations with the U.S. 
If so, have they been resumed and have 
new bilaterial assistance agreements 
been negotiated and entered into since 
such resumption? 

10. 	 FAA Sec. 620 (u). Whct is the pay- 10. Nicaragua is not delinquent on
 
ment status of the country's U..N. ob- its U.N. obligations.
 
ligations? If the country is in arrears,
 
were such arrearage taken into account
 
by the A.I.D. Administrator in deter
mining the current A.I.D. Operating
 
Year Budget'
 

11. 	 FAA Sec. 620 (a). Does recipient 11. Nicaragua does not Furnish assistance 
country furnish assistance to Cuba or to Cuba and has taken appropriate 
fail to take appropriate steps to pre- steps to prevent trade with Cuba. 
vent ships or aircraft under its flag 
from carrying cargoes to or from Cuba? 

12. 	 FAA Sec. 620 (b). If assistance is to 12. The Secretary has so determined. 
a government, Has the Secretcry of
 
State determined that it is not con
trolled by the international Communist
 
movement?
 

13. 	 FAA Sec. 620 (f). Is recipient country 13. No
 
a Communist country?
 

14. 	 FAA Sec. 620 (i). Is recipient country 14. No
 
in any way involved in (a) subversion
 
of, or military aggression against,
 
the U.S. or any country receiving U.S.
 
assistance, or (b) the planning of such
 
subversion or aggression?
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15. 	 FAA Sec. 620 (n). Does recipient 15. Available information reveals no 
country furnish goods to North Viet- case of trafficking or permitting 
Nam or permit ships or aircraft under trafficking with North Viet-Nam. 
its flag to carry cargoes to or from 
Viet-Nam? 

Military Expenditures 

16. FAA Sec. 620 (s). What percent- 16. Approximately 11% of the budget 
age of country budget is for mili- goes for military expenditures. 
tary expenditures? How much of Foreign exchange resources spent 
foreign exchange resources spent on military equipment is minimal. 
on military equipment? How much No expenditure is made for the 
spent for the purchase of sophisticated purchase of sophisticated weapons
 
weapons systems? (Consideration systems.
 
of these points to be coordinated with
 
PPC/MAS.)
 

CONDITIONS OF THE LOAN 

General Soundness 

17. FAA Sec. 201 (d). Information and 17. The proposed loan is legal under 
conclusion on reasonableness and the laws of Nicaragua and the U.S. 
legality (under laws of country and and its terms are considered reason-
U.S.) of lending and relending terms able for Nicaragua at-this time. 
of the loan. 

18. 	 FAA Sec. 251 (b) (2); Sec. 251 (e). 
Information and conclusion on activ- 18. A detailed feasibility study has been 
ity's economic and technical soundness, prepared for this project. The USAID 
If loan is not made pursuant to a multi- has reviewed this study and finds the 
lateral plan, and the amount of the project to be economically and tech
loan exceeds $100,000, has country nically sound. 
submitted to A.I.D. an application for 
such funds together with assurances to 
indicate that funds will be used in an 
economically and technically sound 
manner? 
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19. FAA Sec. 251 (b). Information and 
conclusion on capacity of the 
country to repay the loan, includ-
ing reasonableness of repayment 
prospects. 

19. Nicaragua is current in meeting 
its external debt service obliga
tions. It appears reasonably 
certain that Nicaragua will repay 
the loan. The country's'foreign 
exchange position warrants the 
conclusion that dollars will be 
available as needed for repay
ment. 

20. FAA Sec. 611 (a) (1). Prior to 
signing of loan will there be (a) 
engineering, financial, and other 
plans necessary to carry out +he 
assibtance and (b) a reasonably tirm 
estimate of the cost to the U.S. of 
the assistance? 

20. Preliminary engineering plans, 
specifications and cost 
estimates and detailed financial 
projections have been prepared 
and were the basis of the data 
in this paper. Estimates on 
which loan is based reasonably 
represent maximum level of U.S. 
assistance. 

21. FAA Sec. 611 (a) (2). If further 
legislative action is required within 
recipient country, what isbasis for 
reasonable expectation that such 
action will be completed in time to 
permit orderly accomplishment of 
purposes of loan? 

21. Additional legislation is not 
required in order to execute 
this project as planned. The 
Loan Agreement will require 
congressional ratification but this 
is not expected to interfere with 

*timely execution. 

22. FAA Sec. 611 (e). If loan is for 
capital assistance, and all U... 
assistance to project now exceeds 
$1 million, has Mission Director 
certified the country's capabil ty 
effectively to maintain and utilize 
the project? 

22. Yes (See Annex I, Exhibit 2) 
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23. FAA Sec. 251 (b). Information and 
conclusion on availability of financing 
from other free-world sources, includ-
ing private sources within the United 
States. 

23. At the time authorization for this 
loan was requested, none of the 
international agencies expressed 
any interest in participating. 

Loan's Relationship to Achievement of 
Country and Regional Goals. 

24. FAA Sec. 207; Sec. 251 (a). Extent to 
which assistance reflects appropriate 
emphasis on; (a) encouraging develop-
ment of democratic economic, political, 
and social institutions; (b) self-help in 
meeting the country's food needs; (c) 
improving availability of trained man-
power in the country; (d) programs 
designed to meet the country's health 
needs, or (e' other important areas of 
economic, political, and social 
development, including industry; free 
labor unions, cooperatives, and volun-
tary agencies; transportation and 
communication; planning and public 
administration; urban development; 
and modernization of existing laws. 

24. (a) 

(b) 

(c) 

The betterment of the pene
tration roads will definitely 
encourage the development 
of economical, political and 
social institutions by giving 
to the rural population access 
to markets and centers of culture. 

This project is aimed at reaching 
about 85.000 of the rural popu
lation. The small farmers to be 
reached primarily produce food 
crops, so that a benefit of the 
project should be increased food 
production. 

The technical assistance and 
training aspects of the project will 
increase the availability of 
trained manpower. 

(d) By improving the penetration 
roads the Government will be 
able to give more adequate health 
services to the rural areas. 

(e) This project will have direct posi
tive effects on the development 
of agriculture, transportation and 
communications. 
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25. 	 FAA Sec. 209. Is project susceptible 25. No 
of execution as part of regional project?
 
If so why is project not so executed?
 

26. 	 FAA Sec. 251 (b) (3). Information and 26. This activity is an integral part
conclusion on activity's relationship to, of the USAID and the GON 
and consistency with, other development rural development programs and
activities, and its contribution to realiz- is aimed at raising the standard of
able long-range objectives, living in the countryside and the 

development of the agricultural 
sector. 

27. 	 FAA Sec. 251 (b) (7). Information and 27. Through assisting in the develop
conclusion on whether or not the activity ment and modernization of the 
to be financed will contribute to the rural sector the activity to be 
achievement of self-sustaining growth, financed will contribute to the 

achievement of self-sustaining 
growth. 

28. 	 FAA Sec. 281 (a). Describe extent to 28. The nature of this project will

which the loan will contribute to the 
 assure maximum participation on
objective of assuring maximum partici- the 	part of the people in the 
pation in the task of economic develop- economic development of Nicaragua.
ment on the part of the people of the 
country, through the encouragement of 
democratic, private and local govern
mental institutions. 

29. 	 FAA Sec. 281 (b). Describe extent to 29. The project is in response to a
which program recognizes the particular demonstrated need and desire of the
needs, desires, and capacities of the people of rural Nicaragua, utilizes
people of the country; utilizes the the country's intellectual resources
country's intellectual resources to encour- to encourage institutional develop
age institutional development; and supports ment and supports civic education. 
civic education and training in skills re
quired for effective participation in govern
mental and political processes essential to
 
self-government.
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30. 	 FAA Sec. 601 (a). Information and 30. The project will contribute 
conclusions wheter loan wi II encourage favorably to each of these goals 
efforts of the country to: (a) increase with the exception of (c) savings 
the flow of international trade; (b) and loan associations and (f) labor 
foster private initiative and competition; unions, which are not applicable 
(c) encourage development and use of to this sector of the population 
cooperatives, credit unions, and in Nicaragua. 
savings and loan associations; (d)
 
discourage monopolistic practices;
 
(e) improve technical efficiency of
 
industry, agriculture, and commerce;
 
and (f) strengthen free labor unions.
 

31. 	 FAA Sec. 619. If assistance is -r 31. Nicaragua is not a newly 
newly independent country; is it independent country.
 
furnished through multilateral
 
organizations or plans to the maximum
 
extent appropriate?
 

32. 	 FAA Sec. d 251 (h). Information and 32. This activity is consistent with 
conclusion on ther the activity the findings and recommendations 
is consistent with the findings and of the recent ClAP reviews held 
recommendations of Inter-American in March 1971, in Washington, 
Committee for the Alliance for D.C., which called for better 
Progress in its annual review of planning and project preparation. 
national development activities. 

33. 	 FAA Sec. 251 (g). Information and 33. This loan will be used directly in 
conclusion on use of loan to assist in the betterment of penetration roads 
promoting the cooperative movement in Nicaragua. Itwill assist 
in Latin America. indirectly in promoting the success 

of agricultural crops in the areas 
served. 
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34. FAA Sec. 209; Sec. 251 (b) (8). 34. The improvement which are expected 
Information and conclusion whether to result from this loan should have 
assistance will encourage regional a favorable impact on the regional 
development programs, and contribute development program particularly in 
to the economic and political inte- the field of marketing and distribution 
gration of Latin America. of agricultural commodities. The 

incorporation of the rural population 
into the development process will 
contribute to the economic and 
poliical integration of Latin America. 

Loan's Effect on U.S. and A.I.D. 
Program 

35. FAA Sec. 251 (b) (4); Sec. 102 35. This loan project will have a 
Information and conclusion on pos- favorable impact on the U. S. 
sible effecis of loan on U.S. eco- economy in that a large part 
nomy, with special reference.to of the goods and materials 
areas of substantial labor surplus, financed thereunder will be from 
and extent to which U.S. commodities and the U.S. and will be in addition to 
assistance are furnished in a manner regular purchases in past years. (See 
consistent with improving the U.S. Section V.E.). 
balance of payments position. 

36. FAA Sec. 601 (b). Information and 36. Loan funds will be used to purchase 
conclusion on how the loan will goods, materials and services 
encourage U.S. private trade and through U.S. private enterprise. 
investment abroad and how it will 
encourage private U.S. participation 
in foreign assistance programs (in
cluding use of private trade channels 
and the services of U.S. private 
enterprise). 

37. FAA Sec. 601 (d). If a capital project, 37. Yes, procurement of engineering and 
are engineering and professional services professional services will be made 
of U.S. firms and their affiliates used to according to the new guidelines of 
the maximum extent consistent with the the U.S. policy as announced by 
national interest.? President Nixon. 
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38. 	 FAA Sec. 602. Information and 38. U.S. small business will have a 
concubion whether U.S. small chance to participate in the 
business will participate equitably furnishing of goods and serv
in the furnishing of goods and ices financed by the loan because 
services financed by the loan. all proposed procurement will 

be published in the Commerce 
Business Daily and AID Small 
Business Circular as specified in 
the AID Capital Guidelines. 

39. 	 FAA Sec. 620 (h). Will the loan 39. The Loan Agreement will provide 
promote or assist the foreign aid that the assistance provided by 
projects or activities of the this loan will not be used in a 
Communist-Block countries? manner which promotes or assists 

foreign aid project of Communist-
Block countries. 

40. 	 FAA Sec. 621. If technical assistance 40. This loan will finance the procurement 
is financed y the loan, i nformation uf goods and services from private 
and conclusion whether such assistance enterprises on a contract basis. The 
will be furnished to the fullest extent GON has requested that supervision 
practicable as goods and professional of the Project be entrusted to "Bureau 
and other services from private enter- of Public Roads" of the U.S. Govemr 
prise on a contract basis. If the faci- ment*. The BPR has a long experience 
lities of other Federal agencies will be in Nicaragua with the Highway 
utilized, information and conclusion on Department and the specific conditions 
whether they are particularly suitable, of the country. In the opinion of the 
are not competitive with private enter- GON this is the best possible service
 
prise, and can be made available with- for a project of that kind.
 
out undue interference with domestic
 
programs.
 

* 	 The GON still refers to the Federal Highway Administration as the "BPR" 
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41. 	 FAA Sec. 252 (a). Total amount of 41. All of the loan funds will go 
money under loan which is going directly directly to private enterprise 
to private enterprise, is going to in- with the possible exception of 
termediate credit institutions or other loan funded supervisory services 
borrowers for use by private enterprise, which could be obtained from the 
is being used to finance imports from "BPR" as mentioned in No. 40 
private sources, or is otherwise being above. 
used to finance procurements from 
private sources. 

Loan's 	Compliance with Specific 
Requirements. 

42. 	 FAA Sec. 201 (d). Is interest rate of 42. Yes.
 
loan at least 2% per annum during grace
 
period and at least 3% per annum
 
therea fter.
 

43. 	 FAA Sec. 608 (a). Information on mea- 43. Procurement of U.S. Government 
sures to be taken to utilize U.S. excess personal property is not 
Government excess personal property in contemplated. 
lieu of the procurement of new items. 

44. 	 FAA Sec. 604 (a). Will all com- 44. Procurement under the loan will 
modity procurement financed under be from the U.S. and other eli
the loan be from U.S. except as gible countries as determined 
otherwise determined by the President? by the President of the United States. 

45. 	 FAA Sec. 604 (b). \Vh:t provision is 45. No bulk commodity procurement 
made to prevent financing commodity is contemplated under this 
procurement in bulk at prices higher loan. 
than adjusted U.S. market price? 



UNCLASSIFIED
 

AID 1240-2 ANNEX I, Exhibit 1 
Page 15 of 17 
May 15, 1971 

46. 	 FAA Sec. 604 (d). If the host country 46. Nicaragua does not so discriminate. 
discriminates against U.S. marine in- The Loan Agreement will so 
surance companies, will loan agreement provide.
 
require that marine insurance be placed
 
in the U.S. on commodities financed by
 
the loan? 

47. 	 FAA Sec. 604 (e). If off-shore procure- 47. No agricultural commodities or 
ment of agricultural commodity or pro- products will be procured with 
duct is to be financed, is there pro- this loan. 
vision against such procurement when 
the domestic price of such commodity
 
is less than parity?
 

48. 	 FAA Sec. 611 (b);App. Sec. 101. If 48. Not applicable.
 
loan finances water or water-related
 
land resource construction project or 
program is there a benefit-cost compu
tation 	made, insofar as practicable, in 
accordance with the procedures set 
forth in the Memorandum of the Pres
ident dated May 15, 1962?
 

49. FAA Sec. 611 (c). If contracts for 49. The nature of the work to be done 
constiuction ore to be financed what is more easily achieved by force 
provision will be made that they be account. One of the purpose of 
on a competitive basis to maximum this loan is to improve the capacity
practicable? of the Ministry of Public Works to 

carry 	on a continuous and progressive
basis 	the program of betterment of 
penetration roads in Nicaraguu. 
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50. 	 FAA Sec. 620 (g). What provision is 50. Assistance vDvided by this loan 
there against use of subject assistance will not be used to compensate 
to compensate owners for expropriated owners for expropriated or 
or nationalized property? nationalized property and the 

loan agreement shall so specify. 

51. 	 FAA Sec. 612 (b); Sec. 636 (h). 51. Nicaragua will contribute funds 
Describe steps taken to assure at, to meet all of the local cur
to the maximum extent possible, the rency costs of the project. 
country is contributing local cur- There are no U.S. owned foreign 
rencies to meet the cost of contractual currencies available for the 
and other services, and foreign cur- project. 
rencies owned by the U.S. are utilized 
to meet the cost of contractual and 
other services. 

52. 	 App. Sec. 104. Will any loan funds be 52. No.
I 	 - a

used to pay pensions, etc., for
 
mi litary personnel.
 

53. 	 App. Sec. 106. If loan is for capital 53. Yes. (See Summary and Recom
project, is there provision for A. 1.D. mendations.) 
approval of all contractors and contract 
terms? 

54. 	 App. Sec. 108. Will any loan funds' 54. No.
 
be used to pay U.N. assessments?
 

55. 	 App. Sec. 109. Compliance with re- 55. Regulation 7 will be complied with. 
gulations on employment of U.S. and 
local personnel for funds obligated 
after April 30, 1964 (Regulation 7). 
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56. 	 FAA Sec. 636 (i). Will any loan 56. No.
 
funds be used to finance purchase,
 
long-terms, or exchange of motor
 
vehicle manufactured outside the
 
United States, or any guaranty of
 
such a transaction?
 

57. 	 App. Sec. 401. Will any loon funds 57. No.
 
be used for publicity or propaganda
 
purposes within U.S. not authorized
 
by the Congress?
 

58. 	 FAA Sec. 620 (k). If construction 58. No.
 
of productive enterprise, will ag
gregate value of assistance to be
 
furnished by U.S. exceed $100 million?
 

59. 	 FAA Sec. 612 (d). Does the U.S. 59. No.
 
own excess foreign currency and, if so,
 
what arrangements have been made for
 
its release?
 

60. 	 MMA Sec. 901 (b). Compliance with 60. All such requirements will be 
fequirernent that at least 50 per complied with and the loan 
centum of the gross tonnage of cam- agreement shall so require. 
modities (computed separately for 
dry bulk carriers, dry cargo liners, 
and takers) financed with funds made 
available under this loan shall be 
transported on privately owned U.S. 
flag commercial vessels to the'ex
tent that such vessels are available 
at fair and reasonable rates. 
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CERTIFICATION PURSUANT TO SECTION 61.1 (e)
OF THE FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED 

1, William R. Haynes,
Development in Nicaragua, 

the principal officer of the Agency for International
having taken into consideration, among other things,the maintenance and utilization of pro iects in Nicaragua previously financed orassisted by the United States, do hereby certify that in my judgment Nicaragua hasthe technical and human resource capabilities to effectively maintain and utilizethe Capital Assistance Project, "Penetration Roads Betterment". 

I base this certification, in part, on the evidence of successful utilizationand maintenance of projects already completed such as the Rio Tuma HydroelectricProject, the First Highway Construction Program, the Las Mercedes Airport, andon tho successful experience of the Highway Department of the Ministry of PublicWorks under the guidance and training of the US Bureau of Public Roads. 

The p!anning and studies for the subject loan were financed through Loanfor Feasibility Studies No. 524-L-01I and the final data were verified in the fieldby ;echnicians of the US Bureau of Transportation. During the Intensive Reviewfor the projects, officials of the Ministry of Public Works were made fully awareof their responsibilities for maintenance of the project and full concurrence fromthe Coordinating Committee was received in support of the project. 

In addition efforts were coordinated for the timing of this loan to coincide
with the approval of a 
 loan from the Inter American Development Bank to financethe purchase of road maintenance equipment for the Ministry of Public Works. 

The Borrower can be expected to provide the financial, technical and humanresoirces required to maintain and fully utilize the penetration roads improved with 
the help of this Loan. 

William R. Haynes
Director, USAI D/Nicaragua

May 1971 

UNC LAS SI FIED
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DRAFT CAPITAL ASSISTANCE LOAN AUTHORIZATION 

Provided from: Alliance for Progress 
NICARAGUA: Penetration Roads Betterment 

Pursuant to the authority vested in the Deputy U.S. Coordinator, Alliance for 
Progress by the Foreign Assistance Act of 1961, as amended, and the delega
tions of authority issued thereunder, I hereby authorize the establishment of a 
loan, pursuant to Part 1, Chapter 2, Title VI, Alliance for Progress of said Act, 
to the Government of Nicaragua ("Borrower") of not to exceed two million 
eight hundred thousand United States Dollars ($2,800,000) to assist in financing 
the United States dollar and other eligible foreign costs of equipment, materials, 
technical assistance and cost of supervision of the first phase of a project of pene
tration roads betterment in Nicaragua covering approximately 218 kms and the 
building up of the capacity of the Borrower to carry out a continuing program of 

penetration road improvement. This loan shall be subject to the following terms 
and conditions: 

1. Interests and Terms of Repayment 

(a) 	 The Borrower shall repay the loan in U.S. dollars within 40 years 
from the date of the first disbursement under the loan, including 
a grace period of not to exceed 10 years. 

(b) 	 During the gace period the Borrower shall pay an interest of two 
percent (2%) per annum on the outstanding balance and three. 
percert (3%) per annum thereafter. 

2. Conditions and Covenants 

(a) 	 Conditions 

Prior to and as a condition precedent to the first disbursement or 
issuance of disbursement documents under the loan, the Borrower 
shall submit in form and substance satisfactory to A.I.D.: 
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(i) Evidence of arrangements for consultant engineering services 
for supervision of betterment construction and certification of 
payment. 

(ii) 	 A schedule indicating dates and amounts of annual contributions 
totalling not less than the equivalent of $1,200,000 which the 
Borrower will contribute to the Project over a period of 3 years 
from the date of execution of the Loan Agreement. 

(iii) 	 A national road maintenance plan and evidence of arrangements 
forthe procurement of equipment, organization, training and 
financing required to implement said plan, including the main
tenance of the equipment. 

(iv) 	 Evidence that the Borrower agrees to furnish AID, for AID's 
approval all plans, specifications, construction schedules, bid 
documents and contracts relating to the project and any modi
fication therein, whether or not the goods and/or services to 
which they relate are financed under the loan. 

(b) Covenants 

Borrower shcll covenant that: 

(i) 	 All goods and services financed with loan funds shall be procured 
according to AID requirements; 

(ii) 	 It will provide the rural areas to be served by the penetration 
roads included in this project the agricultural extension services 
required to develop their agricultural production above the 
subsistence level; 

(iii) 	 It shall maintain the specific penetration roads included in 
this project and provide sufficient separate budget funds and 
adequate personnel to assure maintenance of said roads for a 
period of 10 years after completion. 
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(c) The Loan shall be subject to such other terms and conditions 
as A!D may deem advisable. 

Deputy U.S. Coordinator 
Alliance for Progress 

Date 
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QUESTIONS RAISED AT IRR - AND ANSWERS 

1. Maintenance of the Project 

The maintenance of this project is an integral part of the IDB financed Road 
Maintenance Project which is specifically geared to the maintenance of 
secondary roads. IDB loan funds will be used to finance the establishment of 
four (4) new maintenance camps and 10 auxiliary plants. One maintenance 
camp at Condega and at least two auxiliary plants, one at Yali and the other 
at La Sirena will be located in the zones served by the proposed AID Loan. 

At a recent meeting with the IDB Chief of Transportation in Managua members 
of the Project Committee ascertained that the Secondary Roads Maintenance 
Program has taken into account the capacity of the GON to maintain not 
only the present mileage of all weather roads but also the roads projected in 
this loan, and the goals set by the Ministry of Public Works. Adequate pro
vision will be made in the Loan Agreement.
 

2. Amount and Source of GON Contribution 

The GON has agreed to cover all local cost of this project. The amount of
 
this contribution which is estimated at the equivalent of $1,200,000will all
 
be additive to GON budget.
 

3. Sufficiency of GON Contribution 

The Project Committee has reviewed the cost estimates as revised by the U.S.
 
Bureau of Transportation particularly the local cost component and finds that
 
a sufficient amount of local currency will be made available by the GON to
 
cover the local cost.
 

4. Economic Feasibility 

A critical review of the economic aspects of Consultant's
 
report on the roads was undertaken by Dr. Howard Lapin, Chief
 
Technical Assistance Division, U.S. Department of Transportation.
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The results of this analysis are the following: 

For the roads in Zone A - calculated on the basis of 10% : 2.6
 
12% :2.48
 
14% :2.3
 

For the roads in Zone B - calculated on the basis of 10% 2.2
 
12% : 1.9
 
14% : 1.7
 

For more details see Annex IlIl, Exhibit 2. 

5. Pipeline -AID -, IBRD - EXIMBANK - IDB - CABEI 

As of June 1970 the pipeline from the above institution amounted to about 
$ 88 million. Disbursements from 6/30/1970 to 3/30/1971 are estimated 
at $ 40 million thus reducing the pipeline to $ 48 million. New loans from 
IDB, CABEI and AID during CY 1971 will raise the pipeline to about 
$ 80 million. At its present stage of development and in view of greater efforts 
on the part of the GON to emphasize implementation, the Project Committee 
feels that Nicaragua will be able to absorb the funds from international loans 
at a reasonable rate. 

6. Meeting of Requirements of Section 611 

The roads included in this project have been thoroughly studied. The technical 
engineering specifications meet the standards for this type of roads. The econom
ic feasibility study made by competent consultants was reviewed by qualified 
US technicians end adjusted to meet the requirements of Section 611. The Project 
Committee has studied carefully the request of the Ministry of Public Works for 
Execution of the betterment construction by force account and has found it justi
fied under the present circumstances. This, however, applies only to this first 
phase of the long-term plan. The Project Committee in making this finding took 
into account the policy statement of the Minister of Public Works that construction 
of major highway projects will be carried out by private contracts. 
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THE EXECUTING AGENCY: THE HIGHWAY DEPARTMENT 

Organization and Functions 

The Highway Department was founded the 1st of January, 1940. It is the official 
organization in charge of planning, designing, building and up-keeping of the 
national highway system, and complementary works. It forms part of the Ministry 
of Public Works according to the national organization chart. 

The last reorganization of importance made to the Department was in September
1969, when two of the six existing divisions, i.e.: Planning, Supervision and 
Studies, Administration, Maintenance, Feeder Roads, and Mechanical Up-Keep., 
were merged. The two divisions which were integrated were the Feeder Roads and 
the Maintenance Divisions, forming the Feeder Roads and Maintenance Division, 
with numerous obligations and similar objectives. 

At present, to be able to fulfill its commitments successfully the Highway Depart
ment is organized in five divisions (See Annex II, Exhibit 2): Planning Division, 
Supervision and Studies Division, Feeder Roads and Maintenance Division, Admin
istration Division, and Mechanical Maintenance Division. 

All and each of the Divisions that form the Department, have a specific and nec
essary function to efficiently achieve the objective of the Institution, which is 
precisely to endow the country of an efficient functional road system that will posi
tively help the economic and social development of Nicaragua. The functions are 
briefly described as follows: 

PLANNING DIVISION: 

This Division has the responsibility of evaluating the alternatives of investments,
proposing new projects in accordance with the national development plans, carrying 
out investigations on basic information for planning purposes and maintaining an ade
quate control on the programming of construction works. Furthermore, amongst its 
specific obligations, they have to evaluate the economical justification of projects
that serve as base for obtaining loans from international loan agencies, for the con
struction of the roads. 
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SUPERVISION AND STUDIES DIVISION 

The Supervision and Studies Division is in charge of the execution of all the 
road construction sub-programs financed by foreign loans, and a few other im
portant roads. 

Its functions are to programme, organize, direct and supervise the execution of 
the works; prepare documents to establish the basis of the competitions and or
ganize bids for the projects. Request reimbursement from the loans for the 
amounts disbursed to carry out the projects, and cooperate in any other Govern
ment activity related to the transportation sector and other national scope ac
tivities. To complywith its obligations they make use of the following sections: 
performances under contract, studies and structures, payments and reimbursements, 
and materials standards. 

Besides being responsible for the routine work related with the conservation, re
pairing and improving of the roads of the country, this Division also has the re
sponsibility of executing the road programmes related to feeder and penetration 
roads. 

Through this division, the Highway Department colaborates in the joint contracts, 
with the private and municipal sector in the construction of feeder roads so neces
sary for the economic and social development of the country. 

ADMINISTRATION DIVISION 

The Administration Division has the responsibility of solving satisfactorily the 
administrative problems which are presented to them by the staff of the Highway 
Department. They also handle, distribute and control the funds which are used to 
carry out the road projects, and also the great number of activities related to the 
administrative complex. 

Besides the above, they are also in charge of the office materia!: and other ad
ministrative equipment warehouse. 
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MECHANICAL MAINTENANCE DIVISION 

The Mechanical Maintenance Division is thp renter of all the activities of the
Institution, since they handle the repair shops whose activities are geared to the
tasks given of the Highway Department, which depends on the Division for the
maintenance not only of the construction equipment but of all the office equip
ment of the Highway Department. 

DESCRIPTION OF THE HIGHWAY SYSTEM 

At the end of 1970 Nicaragua had 12,985 kms. These figures for 1970 are a re
sult of a better knowledge of the road system, due to investigations which are

carried out by the roads inventory program. Distributed in the following way:
 

Paved 1,235 kms 
All Weather 4,817 kms 
Dry Season 6,917 kms 

Most of these roads belong to the Pacific sector of the country, mainly in the
departments of Chinandega, Leon and Managua. This is due to the density of the
population, its nearness to the capital of the country, international traffic ports,
topographic configuration, ecological conditions and the high productivity of its
soils. This has contributed to the channeling of almost all the financial resources 
and economical factors to this region, including funds for road construction. 

Consequently it can be said that the Pacific Zone is better served due to its topo
graphic conditions. 

The Central Zone has one kilometer of road for every 148 inhabitants, being
Esteli and Chontales the best served departments. Considering its agriculture and 
cattle potential, this zone is road poor. 

The Atlantic Zone has very special characteristics. The road system has been
*built mainly by foreign mining companies, some of them being used as private roads;

the only road constructed under a Government of Nicaragua-USA program is the 
Rama highway. Besides, the Rio San Juan Department has no roads that can be 
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considered of any economic or social importance, its transportation needs are 
poorly met by Lake Nicaragua and small rivers services. 

During the present year engineering studies fdr the construction of the Acoyapa-
San Carlos (130 kms) project are being made. This project is in the Rio San Juan 
Department and will form part of the Central American Road System. 

The road construction works carried out during the last years by the Highway 
Deportment is shown in Chart No. 1: 

CHART NO. 1 

NICARAGUA: EVOLUTION OF THE ROAD SYSTEM 

Type of Road 1950 1955 1960 1965 1967 1968 1969
 

Asphalted or 

Paved 235 280 669 811 1147 1185 1141 

All Wecther 255 707 1868 2114 3691 3856 4420 

Dry Weather 100 2700 3600 3550 5140 5136 4641 

590 3687 6137 6475 9981 10177 11202
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ANALYSIS OF THE PRESENT CAPACITY OF THE NATIONAL 

ROAD MAINTENANCE SYSTEM 

General: 

The purpose of the road maintaining system is to keep them in the best conditions 
possible and with the same characteristics as when they were Iuilt. For this purpose 
the Highway Department has classified its system in paved roads, gravel, all weath
er, and dry season roads. Chart No. 2 shows this classification of the system for 
1969. 

CHART NO. 2 

NATIONAL ROAD SYSTEM 

Type of Road 1969 

Paved or Asphalted 1,141 

Gravel and All-Weather 4,420 

Dry Weather 4,641 

Total Length 1.1,202 

In order to foresee the dynamic growth of the road system and to be able to provide 
adequate maintenance, the Highway Department, through its Feeder Roads Mainte
nance Division, has developed its organization Chart (See Annex II, Exhibit 2) and 
for that purpose the country has been divided into eight zones which are the following: 

West Zone North-East Zone 
South Zone West Zone 
Central Zone Muy Muy Zone 
North Zone Atlantic Zone 
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Considering that most of the improvement and building of feeder roads is towards 
where there is great economical development poinadequately exploited regions, 

tential, the Highway Department decided to transfer or build new main and auxil
and also toiary camps, which will help to complete their projects with success, 


provide the new roads and the existing ones with adequate maintenance service.
 

The following isa list of the main and auxiliary camps existing and projected fnr
 

the coming five years (see Charts No. 3 and 4).
 

CHART NO. 3 

MAIN CAMPS 

ProjectedExisting 

NandaimeNandaime 
Managua
Managua 

Leon (moved to:) Chinandega 
JinotegaS6baco 
DucualrDucual 
AcoyapaTecolostote 
Muy Muy 
Puerto Cabezas 

CHART NO. 4 

AUXILIARY CAMPS 

Existing Projected 

Calabazas 
Jicaral Jicaral 

La Sirena La Sirena 
Ocotal Ocotal 
Susucayan Susucayan 
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Existing Projected 

La Virgen La Virgen 
Pica Pica Pica Pica 
Diriamba Diriamba 
Masaya Masaya 
Tamarindo Tamarindo 
Tom Valle Tom Valle 
La Gorra La Gorra 
Puertas Viejas Puertas Viejas 
Asturias Asturias 

Tecolostote 
Santo Domingo 
Siuna 

Somotillo Limbaica 
Achuapa San Pedro del Norte 
San Pedro del Norte Santa F6 

The location can be seen in the attached map (Fig. No. 3) which shows the zones 
divisions and also the main and auxiliary camps. 

Present Maintenance Capacity 

According to the roads classification previously mentioned, the following mainte
nance operations are done: to all weather roads, to paved road, and sealing opera
tions, to dry weather roads. 

To estimate the maintenance of all weather roads it is estimated that in the confor
matio. operation, a patrol or motor grader moves 10 kms per day, and that this 
e.uipr.ent will work a total of 110 kms per fortnight, that is, that the 110 kms will 
be .onformed once every 15 days, which gives a total of 40 patrols required. In 
addition to this equipment, it is estimated that each zone needs the following: 

UNCLASSIFIED
 



UNCLASSIFIED 

ANNEX II, Exhibit I 
Page 8 of 11 

Per Zone Six Zones 

1 D7E Tractor 6 D7E Tractors 
I D6B Tractor 6 D6B Tractors 3 
1 Front Loader 1 3/4 yds. 6 Front Loader 1 3/4 yds. 
6 Trucks 4 yds. 3 36 Trucks 4 yds. 3 

1 Water Truck 6 Water Trucks 
1 12 ton 3 Wheel Roller 6 12 ton 3 Wheel Roller 
1 Scout Station Wagon 6 Scout Station Wagon 
2 Pick-Up's 12 Pick-Up's 
1 Scraper 6 Scrapers 

It is calculated that this equipment can make small repairs, such as filling of holes, 
repairing of small sections at approximately 1-j to 2 kms per day. Only the six 
ex;sting zones are mentioned now; but it is estimated that two more zones will be 
added in the near future. 

The following equipment is needed for the maintenance of the paved roads: 

2 Crushing Machines 
1 Traxexcavator 
1 D7E Tractor 
1 Front Loader 
8 Trucks, 6 yds. 3 

1 Water Truck 
2 Dempster Trucks 
1 Chips Spreader 
2 Asphalt Spreader Trucks 
2 8 to 10 ton 3 Wheel Rollers 

Dynamiting Equipment 

2 365 c.c. Compressors
 
6 Pneumatic Drills
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Working only during the dry season, this equipment can cover 160 kms per year;
that means that with two sets of the same equipment 320 kms per year can be re
paired. Following the recommendations of our laboratory, that is applying asphaltto the surface of the road every five years, these two sets of equipment, could 
cover 1,600 kms in five years, which wourd be enough to cover the road system 
projected for 1973. 

For the 'd crack repairing in the asphalt cover the following equipment will 
be neL 

Per Zone Six Zones 
3 Trucks, 4 yds. 3 18 Trucks, 4 yds.3 
3 Vibrator Rollers 18 Vibration Rollers 
1 Scout Station Wagon 6 Scout Station Wagons
4 Farm Tractors 24 Farm Tractors 
4 Rotation Mowing Machines 24 Rotation Mowing Machines 
3 Pick-Ups 18 Pick-Ups 

For the maintenance of the dry weather roads, it will be done at least one a year,
preferably at the end of the rainy season. This repairing will be done with the same
equipment used for building of all weather roads, and also some old equipment. 

Besides the above mentioned equipment, the following support equipment is needed 
for each zone: 

1 Scout Station Wagon (Zone Engineer)

2 Scout Station Wagons (for Foremen)
 
1 Greasing Truck
 
1 Pick-Up (Chief Mechanic)
 
1 Pick-Up (Engineer Group)

1 Scout Station Wagon (Mechanic in Charge)

1 Scout Station Wagon (Time in Charge)
 
2 Dempster Trucks
 
2 Fuel Trucks
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Besides the previously mentioned activities there are two working groups for the 
paved roads as follows: 

Marking Brigade 

2 Pick-Ups
 
I Signal Transit Machine
 

Platform Scales Brigade 

5 Fixed Platform Scales
 
2 Movable Platform Scales
 
2 Pick-Ups
 

Chart No. 5 shows the present equipment and the needs for the road system for 1969. 
You may note that there is a great deficiency, mainly in patrols, 8 and 4 cubic yard 
trucks, D7E tractors, pick-ups, and Scout station wagons. Chart No. 6 shows equip
ment acquired by the Highway Department in the last seven years. 

Chart No. 6 was made taking Chart No. 5 as a guide, which shows the purchases 
made by the Highway Department during the last seven years. Considering that this 
equipment is seldom worked to its full capacity, it is considered that it has a life of 
seven years. However, the Project Committee has taken more conservative view, 
and calculated the depreciation of the equipment over a period of five years. 
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BUDGETS 

HIGHWAY DEPARTMENT AND MINISTRY OF PUBLIC WORKS 
(in Cc rdobas) 

Division 
F.Y. Maintenance Production Roads * 

1965 16,526,422 --

1966 16,533,835 M 
2,710,000 C 

--

(total): 19,243,835 

1967 

(total): 

15,552,220 M 
4,393,350 C 

19,945,570 

--

1968 
(total ): 

11,940,240 4,
16,333,596 

393,350 

1969 
(total): 

10,669,924 6,
16,846,274 

176,350 

Production Roads and Maintenance ** 

1970 
1971 

12,499,341 
17,767,504 

1972 Draft Budget 22,000,000 

Type 

Paved 
Gravel 
All Weatlier 
Dry Weather 

TOTAL: 

Notes: 

Highways to be Maintained 

1965 1970 

875.1 1,139.2 
557.7 339.1 

1,334.8 2,479.8 
3,550.8 5,105.0 

6,317.6 9,063.1 

Total for 
Department 

105,203,153 

140,282,263 

Ministry of 
Public Works 

117,417,623 

164,562,222 

127,911,945 162,759,884 

99,139,888 130,348,978 

73,182,800 104,293,121 

80,520,294 
91,3kP',C 4 

94,234,357 
133,438,734 

- Km. 

1971 

1,306 
-

4,269 
5,474 

11,049 

M & C Are separate budget line items. 
M Maintenance. 

Construction of Penetration Roads 
* 	 Division of Production Roads was established at beginning of FY 1968. 

Division of Maintenance, and Division of Production Roads combined into Division of 
Production Roads and Maintenance at beginning of FY 1970. 

C 
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MINUTES
 

Export-Import Bank - AID Liaison Grou 

813 Vermont Avenue, N. W. - Room 1275 

November 17, 1969
 

PRESENT: Export-Import Bank AID
 
Seymour Pollack Harold Folk
 

The Eximbank representative stated that the Board of
 
Directors had considered the applications listed below and
 
decided to return them to AID for the reasons indicated.
 
(See Agenda of November 17, 1969)
 

Nicaragua - Government of Nicaragua $5.4 million
 
(Penetration Roads).
 

El Salvador - Government of El Salvador $1 million
 
(Feasibility Studies)
 

Honduras 
- Governnt of Honduras $3.5 million
 
(Agrarian Reform)
 

Due to the need for concessionary repayment terms,
 
the Bank has decided to return these applications to AID.
 

Bolivia - Government of Bolivia $14 million
 
(Highway Project #5)
 

In view of the need for concessionary repayment terms
 
and Bolivia's difficulty in repaying the Bank's existing loans,
 
the Bank feels that this application is more appropriate for
 
consideration by AID.
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CAF3JLC AODflCSS 
November 25, 1969 ,.TA.,UANC 

Mr. Robert Kanchugor 
Bureau for Latin Amrrjca
 
Office of Development Resources
 
Agency for International
 

Developmin t
 
Department of State 
Washington, D.C. 20523 

Dear Mr. Kanchuger:
 

With reference to your letter dated October 9, 1969, regarding a 
proposed loan to the Government of Nicara-gua to assist in financing 
the first phase of the Road Department's long-range Pan for Pene
tration Road Bettcrment. 

The Bank loan program for Nicaragua does not foresee the participa
tion of the Wank in any project of this type, though we do have under
 
study a project for financing, in part, the maintenance of the rural 
road system of Nicaragua. The resources of the proposed IDB loan 
would be mainly used to purchase road maintenance equipment. In ad
dition, this equipmcnt wvould assist in inaintaining the roads financed 
with the resources of the IDB loan 63/SF-NI.
 

In view of the above, the Bank does not consider that the project
 
under study by AID would in any way duplicate our efforts in Nicara
gua, but rather complement them.
 

Sincerely yours,
 

Assistant Program Advisor
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October 28, 1969 

Mr. Robert Kanchuger
 
Bureau for Latin America
 
Office of Development Resources
 
Agency for International Development
 
Washington, D.C., 20523
 

Dear Mr. Kanchuger: 

Referring to your letter of October 9, 1969, I am writing 
to advise you that the Bank is not interested in considering
for financing the Government of Nicaragua's Penetration Road 
Betterment project. .. 

Best regards,
 

Sincerely yours, 

Gerald Alter
 
Director 

Western Hemisphere Department 

http:L:I.OIMI.NT


UNCLASSIFIED
 
ANNEX II, Exhibit 3 
Page 1 of 10 
May 27, 197 -

Sumnary of DOT (TPI-53) Evaluation of 
N icaragua Feeder Roads Projects,
 

Rstcli and Chontales Regions,_1971 

Findings 

1. 'lhe propoed feeder-road improvements in the two project 
areas were redesigned to total 211 km of engineered gravel

roads, and '( In. of low-type gravel road. The benefit/cost
ratio calculations for the two zones 
are as follows, at three 
annual discount rates: 
Zone A, Esteli 2.9 2.7 2.4
 

Zone B, Chontales 1.8 1.6 1.4 

The opportunity cost of capital for infrastructure in Nicaragua

is assumed 
 to be about 12%. Residual values of the agricultural 
and road improvements were omitted from the B/C calculations.
 

fgures 

total length of the projects, of 5m of compacted gravel surface.
 
All road improvements have been scheduled in the B/C calculations
 

Thu ., apply to a road design, for the greater part of the 

over a two-year construction period.
 

It is (essential that the GON undertake seriously the responsibility
to maintain the roads over thier service life so that full benefits
 
may be realized.
 

2. In summary, the findings as presented in Table 1 show the following:
 

For Zone A
 

Total length 167.3 kms. 
Construction cost 
 $2,988,000 or 20,923,000 cordobas
 

Cost per km. 
 $17,900 or 125,100 cordobas
 

Annual incremental
 
maintenance Cost 
 $7,529 or 52,700 cordobas
 

Cost per km. 
 $45 or 315 cordobas
 

For Zone B
 

Total length 49.5 kms.
 
Construction cost $1,177,000 or 8,241,000 cordobas
 

Cost per km 
 $23,800 or 166,500 cordobas
 

Annual incremental
 
maintenance Cost 
 $2,228 or 15,592 cordobas
 

Cost per km. 
 $45 or 315 cordobas
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Assumntions 

1. 	 The hIghway system of Nicaragua as amplified by the improved 
Feeder Road systems will enhance the economic complementarity of
 
its 	rehions so that each will produce more nearly in accordance
 
with its comparative advantage in future years: e.g., we assume 
that Zone B in Chontales will export only cattle and dairy products, 
and that gmins in that zone will serve as food input for people 
and aninals in the Zone. Therefore, no cash benefit is taken 
for grains in Zone B in future years, nor or costs attributed to 
incremental grain production in the Zone. 

2. 	Zone A, with its drier weather, will continue to be a region of
 
mixed agriculture and cattle-raising. More intensive use of the land 
for 	pastures will apply, requiring supplemental feeding of the
 
cattle in dry months. 

3. 	 The population of Nicaragua will continue to increase at 3 percent 
per year., Wie projected the land requirements for local food 
production allowing for reasonable increases in production per land 
unit (manzana). Following this requisite minimum in each year, 
we calculated the remaining area which could be used for export 
crops. The Consultant's figures on current production per manzana 
of various typus of crops at the pre6ent time were accepted. We 
also made use of independent estimates (the AID Regional Development
 
Specialist and LSU Team in Managua) to estimate that the livestock 
density level at present is 0.2 per mz in the San Nicolas feeder
road area, 0.33 in the rest of Zone A, and 0.4 in Zone B. We
 
projected to higher levels of livestock intensity by rational
 
herd-growth prcjection techniques to levels of .33 in San Nicolas, 
•55 in the rest of Zone A, and .67 in Zone B. These are under the 
assumption thaL the holding capacities of the land are .33 in San 
Nicolas, 1.0 in the rest of Zone A, and 1.33 in Zone B. 

In Zone B, wth the introduction of new types of grass, the density 
could be increased possibly to 2.0, and higher benefits could be 
obtained. However, such benefits are not assumed in this report, 
nor are the added costs of'new seeds, for this fertile region of 
Nicuralua. 

4. We as me that swine production in Zone B will remain constant, since 
the highest use of 'the area is for cattle production and dairying. 
Hog and corn farmers will continue to open new land to the east of the
 
project area.
 

5. 	In Zone A, sugur production will be consumed locally. The increase
 
in tobacco production is not considered highly dependent on road
 
improvement and therefore tobacco is not considered in the
 
incremental benefit or cost calculations. Cotton production was
 
assumed to remain constant and therefore no increniental benefits are
 
attributable to the road. Coffee is produced for local use only, and
 
the area for coffee production has been declining.
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6. 	We have assumed the same savings by reduction of grain losses in
 
storage as that suggested by the consultants.
 

7. 	 We have assiu:.med a quantum increasea in knowledge of agricultural 
techniques by local farmers, as a consequence of a future major
 
effort by Governunent extension agents and personnel of financial
 
institutions.
 

8. 	We have assiuned that the road improvements will be completed in two
 
years.
 

9. 	 We havu accepted the Consultants' estimate of foreign-exchange costs of 
the 	road construction at about 46 percent of total costs. The greater
 
part of the work will be carried out by force account. 

10. The improvement of The six roads in Zone A will contribute to 
a highcr yield of the Carm areas, and an increased area of 
production as well. For purposes of this analysis, Zone A 

assmned to be an integral, agricultural region (after
elem'ation of the non-feQ2cr road aspects of the proposed 

El .Gaucu-Este]i road, i.e., omitting the 14 km. of ]bd in
 
the roughest part o:' the Cordillera Horno Grande).
 

11. 	 We ascLme ih, incremental annual cost of maintenance of the 
proposed roads will be U.S.,45 per k--. 

This is calculated from recent expendit .es in the country on 
approximately 9700 Ins of all-season anc dry-weather roads, which 
averaged U.S.. We assume that GON has not completely accounted-55. 

for the overhead cltost of acquisition and maintenance of its field 
equi.mcnt and no,;ihly office support; we roughly calculate total 
road maint,nance casts on this type of road at present actually 
to be about ;,55. We exrcct that a new level and quality of maintenance 
will obtain, resulting in a cost of about $200 per I,:m. We therefore 
project an incremental cost pei kilometer of U.S.$45. 



UNCLASSIFIED
 
ANNEX II, Exhibit 3 
Page 4 of 10 
May 27, 1971
 

Methodology
 

The basic method of forecasting benefits was to compute the
incredmental effect of benefits assuming the road was built, less
the normal benefits from production which could be expected if the
road were not built. For grain production, it was assumed that
there would be a logistic growth curve, with no appreciable effect
in the first two years, with the new higher annual amount of production reached about year eight. 
 Similar growth curves were used
for other products. Calculations were always checked against totalland requirements for subsistence and export products. 
Residual
(salvage) values of the road and agricultural investment were omitted;
they were not included in benefits calculations nor subtracted from
 
cost estimates.
 

Rural Planning Standards 

1. Planning 

We have examined the proposed road network and have amended
 
the layout for these reasons:
 

a. 
to reduce paralleling and thus to obtain a better coverage

of roads in the area;
 

b. 
to serve as many families as possible;
 

c. 
to increase the likelihood of achieving the claimed
 
benefits.
 

Standards
 

The corss-sectional design of the typical road for use in the
projects consists of a compacted gravel surface of 5 
meters. The
incremental cost of this design over that originally proposed in
the Consultant's draft report (3.5 meters of compacted gravelsurface with 0.5 metor shor'ders, for a total road width of 4.5meters) is estimated at 22%. 
We believe that the alternate standard
of 5 meters width overall, including 0.75 meters gravelled shoulders,
is roughly comparable in construction and maintenance cost over t1B
life of the road to the cost of the 5-meter construction without

shoulders.
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Traffic
 

Traffic data have been projected on the following basis:
 

1970 ADT
 
Trucks Annual growth 

Road Lines Microbuses rate 
-(percent) 

Zone A 

Esteli - San Rafael 
San Rafael - Yali 

26 
16 

8 
10 

Yali - Cordega 
Esteli - San Nicolas 
El Sauce- Esteli 
Esteli - Yali 

13 
25 
8 

N.A. 

8 
8 
8 

N.A. 

Zone B
 

15 thru 1979/ 12 1980 
La Libertal - Sto Domingo 36 

10Sto 	 Domingo - El Chile 5_ 

We expect that the number of 	commercial vehicles (not inclusive 
A roads will not exceed 100 per

of automobiles and jeeps) on 	Zone 
On the segment La Libertad day within the 15 year rorecast period. 

that the commercial vehicle total (ADT) willSanto Domingo, we expect 
exceed 100 by about 1980. The proposed design for a gravel road of 

5 meters width appears adequate for the traffic volumes in Zone A and 

B, in which it might be expected that autos and jeeps will add an 

additional two-thirds to the volume of commercial traffic. 

on this presentlya/ 	 A hypothetical figure for projection purposes 

impassable route. 



.NICARAGUA 

Table 1. 
Feeder Road Projects

Summary of Estimated Construction and a.aintenance Costs
 

vlth road width of 5 r.eters.
 Annual LncrmsectaliConstruction Cost 
 Vfnltenance Cost 
Length 
 U.S. S Cordobas
ZOu A: U.S. $ Cordobas
In km. -000 -000 
 -000 
 -000
 

Eatelf-Concordia-San Rafael 
 43 
 565 
 3.955
Estelf-Yalf 1.935 13.545
25 
 394 2,759 
 1.125 
 7.875
Yal'-San Rafael 
 16.7 173 1,214 0.752 
 5.261
Yalf'-Condega 
 37.6 931 6,516 1.692 11.8 4
 
Extelf-San Nicolas 
 12 321 2,248 0.54.0 
 3.780
Estel-El Sauce 
 33 604 4,231 1.485 
 10.395
TOTAL ESTELI ROADS 
 167.3 
 2 988 20,923 7.529 
 52.700
 

EeIrtad-Santo Domingo- 49.5 177 8241 22 2 92
El Chile 
GRAND TOTAL 
 216.8 
 4,165 29,164 
 9.756 
 68.292
 

Averas cost per ka.
Eatelf roads. Zone A 
 17.9 
 125.1 
 0.045 
 0.315
 

Average cost per km.
La Libertad-E1 Chile, Zone B 23.8 
 166.5 
 0.045 
 0.315
 

NOTES: El 
Sauce - Estelf: reco~ended new alignment reduces length from 40km. to 33km.
three segients: El Sauce This 33km. figure represents
- Nacascolo, 18ko.; Esteli 
- San Roque. 8km.;
road, 7k and Petaqufa Valley spur to Nacascolo
. (at Type A Standard). Reco-ended nev alignment Estel(-San N(colas12km. reduces length from 21km. to
Recommended new ali-gnment F.ntelf-Yalfi reduces ler.gth 
fro= 37 to 25k=. %Funds for additional bridges inthe El Sauce region are not included.)
The total length of 
the roads in Estelf are thus reduced to 167.3k-.
standard of improvement). fro- 195.6=. (or 205.3km. under the .,
The cost of the roads 
are those recommended under the D-standard; hovever, 4ith
no 
Information from whtch t o dlsaggregaite the 205.3km. figure, -e use 
the 195.6k=. fIgure as the orIginal a%total.
 
The S-meter width is estimated at 
in incre-ental cost of 22Z above original esti=mted construction costs "
exclusive of engineering. Engineering cost O,,are esti-ated a 
same as estimated In the original report. 


* Total maintenance cost per km. 
is esti-..tated at $200 (Cordobas 1400). .Maintenancecost per 'km.on enisting
dry vonth.r rnd- Is e-it;,ited :l , ((rO'.:. 1OPS), ,"r(.I . ci.,r. , .;r of wis (Corilnh.i,; 315). 

0 
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Table 2A: 
 ZONE A - ESTELI REGION
 

Benefit/Cost 	Ratios at Discount Rates of 10%, 12% 
and 14%
 
-000 Cordobas
TOTAL COSTS
Year 
 Undiscounted 
 10% 	 TOTAL BENEFITS
12% 
 14% 
 Undiscounted 
 10% 
 12% 
 14%
1972 
 10,461.5 
 10,461.5
1973 	 10,461.5
10,902.5 	 10,461.5
9,910.4 
 9,735.9
1974 	 9,561.5
494 	 1,892


1975 408 394 380 	 1,720 1,690 1,659
 
1976-	

1,215 912 865 820 
3,621 2,991. 2,886 2,785
3,541 	 7,196
2,419 	 2,252 5,404 5,124 4,857
1977 	 2,096
3,541 	 11,005
2,199 	 2,008 7,516 6,999
1978 	 1,838 6,515
 

1979 	
3,541 1,997 1,795 1,615 

14,912 9,260 8,455 7,739
3,541 16,957
1,817 	 1,601 9,564 8,597 7,732
1980 	 1,416
3,541 	 18,564
1,654 	 1,431 9,523 8,391
1981 	 1,243 7,426
3,541 	 18,962
1,501 	 1,278 8,855 7,661
1,091 	 6,656
19,155
1983 	 8,122
1982 	 1,215 469 392 6,915 5,900
1,216 
 425 	 349 328 19,354 7,471 6,232 5,226
288 
 20,269 
 7,094 5,817
198 3 185314 	 4,806
1985 1 253 	 14
53 425	 11
15 	 20,358 6,494
12 	 5,232 4,234
1986 53 14 10 
10 21,238 6.159 4,864 3,865
1987 	 8
53 	 21,266
13 	 10 5-L593 4,-360 3,403
7 
 21 301 
 5,091 
 3 88 2,982
 

TOTAL: 34,232 
 32,604 	 31,174 TOTAL: 
 100,857 87,121 75,783
 

Benefit cost ratio 

NOTE: 
 The cost figure includes construction costs, maintenance
at12 2 costs (incremental), and agricultural investments
34,232 2.9and (incremental). Agricultural investment starts in 1973
continues through 1983.
 

at 122 - 8712.7 
32,604 	 Benefits are incremental benefits attributable to
project.	 the o
 

at 14 
 - 75783
 
31,174 
 2
 

ItU'
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Table 2B: 
 ZONE B - La Libertad-Santo Domingo-El Chile Road
Benefit/Cost Ratios at Discount Rates of !0Z, 12%, 
and 14%
 

-000 Cordobas 

Year Undiscourted 
TOTAL COSTS 

10% 12% 14% 
TOTAL BENEFITS 
Tndiscounted10% 12% 14% 

1972
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 

4,120.5
4,219.5 

115 
605 
451 
473 
496 
521 
547 
776 
606 
637 
573 
16 
16 
16 

4,120.5
3,835.5 

454 
308 
294 
280 
267 
255 
329 
23'5 
223 
183 
5 
4 
4 

4,120.5
3,768 

92 
431 
287 
268 
251 
235 
221 
250 
195 
183 
147 
4 
3 
3 

4,120.5
3,700 

88 
408 
267 
245 
226 
208 
192 
210 
164 
151 
119 
3 
3 
2 

I 
272 
556 
871 

1,219 
1,602 
2,033 
2,508 
3,033 
3,610 
4,245 
4,926 
5,668 
6,479 
7,360 
8 322 

247 
459 
654 
833 
995 

1,147 
1,287 
1,416 
1,531 
1,639 
1,724 
1,808 
1,879 
1,936 
1989 

243 
443 
620 
775 
908 

1,031 
1,134 
1,225 
1,303 
1,367 
1,414 
1,457 
1,484 
1,509 
1,523 

239 
428 
588 
722 
831 
927 

1,003 
1,065 
1,111 
1,146 
1,167 
1,179 
1,179 
1,178 
1 165 

TOTAL: 10,891 10,459 !('107 TOTAL: 19,544 16,436 13,928 

Benefit cost ratios: 
NOTE: The cost figure includes construction costs, incremental 

at 10: 1.8 
maintenance costs and incremental agricultural investments. 

at 12% - 16,436
10,459 

1.6 

at 142  13,928 1.4 

10,107 o 

0' 



1:5t im at !invos : Cos ts in Zonea A 

- :aTable___ -(eck-u.z &e..orTable 2A) 

-000 Cordobas
 

Agricultural Total Costs
 

Year Construction Costs Mainta,nce Costs Incremental (Undiscounted)
 

1972 10,461.5 10,461.5
 

1973 10,461.5 441 10,902.5
 

1974 53 441 494
 

1975 53 1,162 1,215
 

1976 .53 3,488 3,541
 

1977 53 3,488 3,541
 

1978 53 3,488 3,541
 

1979 53 *3,488 3,541
 

1980 53 3,488 3,541
 

1981 53 3,488 3,541
 

1982 53 1,163 1,216
 

1983 53 1,162 1,215
 

1984 53 - 53
 

1985 53 - 53
 
1986 53 - 53
 

1987 53 - 53
 

NOTE: No residual value of agricultural investments has been allowed The time profile
 
of agricultural investments has been adjusted to fit the benefit profile. Tobacco
 
investments are not included since they are considered non-sensitive to road
 

investments. Incremental agricultural investments are estimated at 2/3rds of total
 

investment in agriculture. Construction costs and maintenance costs from Table 1.
 

\0
EXCHANGE PATE: 


U.S. $1 - 7 Cordobas 

(May 1971) 

w~a 
ct 
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Estimated Investment Cost 

ZONE B - Feeder Road Project 

Table 4 - (Back-up table-for Table 2B) 

-000 CORDOBAS 

Year Construction Cost Incremental 

5m. width Maintenance 

1972 4,120.5 

1973 4,120.5 

1974 
16 

1975 
16 

1976 
16 

1977 
16 

1978 
16 

1979 
16' 

1980 
16 

1981 
1982 

16 
16 

1983 16 

1984 
16 

1985 
1986 

16 
16 

1987 
16 

Incremental 


Agricultural Investment 


99 


99 


589 


435 


457 

480 


505 

531 

760 


590 

621 

557 

-16
 

Total Cost
 

(Undiscounted)
 

4,120.5
 

4,219.5
 

115
 

605

451
 
473
 
496
 

5?1
 
547
 
776
 

606
 
637
 
573
 

16
 
16.
 

Agricultural investment
 
NOTE: Construction costs and maintenance costs 

from Table 1. 


road projects are estimated at 2/3rds of 
total agricul

costs attributable to 


foreseen in the Schnitzler Report, Table 34.
 tural investments as 


Residual (or salvage) values for agricultural investment 
are not included in.-tha 


tabove calculation.-


EXCHANGE RATE:
 = 

U.S. $! 7 Cordobas 


(May 1971) 


aq 

oH 

. 

W
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DESCRIPTION OF INDIVIDUAL PENETRATION ROADS 

1. Condega-San Sebastian de Yali 

This road begins at the town of Condega located on the Interamerican Highway North, at an elevation of approximately 540 meters above sea level. 
Along its length of 37.6 kilometers, the elevation increases to nearly 1,020
meters and drops to about 840 meters at its terminus San Sebastian de Yali. 
The road crosses the Esteli river near Condega, its final portion located in
the Yali river valley, also crosses that river. At approximately kilometer 
33.5, the road junctions with the route coming from Esteli. 

The horizontal and vertical alignments are deficient; drainage structures
and bridges are lacking; and the roadway surface for the greater part lacks 
select cover material which renders it practically impassable during the 
rainy season. The vertical alignment needs correction over approximately
2- Km. and shows a maximum grade of 33 percent for some short sections. 

The wiidh fluctuates between 2.3 and 3.0 meters, excepting the first two 
kilometers which has widths of 3.0 to 3.4 meters. 

The horizontal curves, of irregular design, have radii of less than 20 meters
in many cases, producing a horizontal alignment especially deficient be 
tween kilometers 14 and 35. 

2. San Sebastian deYali-San Rafael del Norte 

This project can be considered as a continuation of the Condega-Yali road. 
It starts at an elevation of about 840 meters above sea level, rises to near
ly 1,350 meter on passing tc the northeast of the Yali Volcano, and drops 
to an elevation of 1,110 meters at its terminus in San Rafael del Norte.
At this latter point it connects with the Jinotega-Matagalpa and La Con-
cordia-Esteli roads. 

The length of the road is 16.7 kilometers, and is in good condition. The 

UNCLASSIFIED 
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The horizontal and vertical alignment, roadway surface,structures 	 and drainageare the most satisfactory of the roads under study in the Esteligion. re-A bridge is under construction over the Yali river, at the roadwayexit from San Sebastian de Yalio 
Grades are in excess of 15 percent over 3,270 meters and reach a maximumof 23 percent in one 200 meter length. 

The roadway surface is well covered with select material but in many sections 	one can see roack of excessive size and non-compacted soil andmaterial. 

The road width is greater than 3.5 meters in its entire length. 
3. 	 Esteli-La Concordia-San Rafael del Norte
 

This route, at the Esteli end, 
 is 820 	meters above sea level.5.5, the elevation rises to 990 meters, 	 At kilometer
later descending to 715 meters, andthen again rises rapidly with very sharp grades (up to 23%) to an altitude of1,090 meters. At its junction with the San Rafael del Norte-Jinotega road,the elevation is 1,040 meters.
 

The total length of the road is 43 kilometers, including the short section
from the previously-mentioned junction to San Rafael del Norte.
 
Maximum grade reaches 25% 
on 5 km.tion. 	 The vertical alignment needs correc-The horizontal alignment is very defective in several sections withirregular curves. It isscpecially critical between kilometers 4 and 6, 11 and34 ,: 	41. 

The road width fluct-uates between 2.4 and 3.0 met,,- *.-3 0 kilometers,whi le the balance has a width between 3.0 and 4.0 meters. 
Note: Sections 4,5, & 6 have been modified to include recommendations as develop.ed by the U.S. Department of I ransportation during the intensive review ofthe project. 

4. 	 Yali - Loma El Arco 

Formerly Yali-Esteli this section follows the original route beginning at the
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junction of the Condega-Yali road to a point near Laguna Miraflor at 
Kilometer 11.5, and th.en follows a westerly course through t+3 villages 
of La Sabaneta and El Sontule, intersecting with the Interamerican High
way near Cerro La Loma. 

The first six kilometer section has steep grades and shar.p curves and 
cl1imbs from 780 meters at the Yali River to 1,400 meters. The elevation 
the varies between 1,400 and 1,200 to El Sontule, at km. 18, where the 
road begins to descend until it joins the Interamerican Highway at 700 
meters elevation. The roadway is generally deficient, mostly less than 3.0 
meters, over the entire length of 25 km. 

5. Esteli-Cerro La Loma 

Formerly Esteli-San Nicolas, this road follows the original route out of 
Esteli to El Ocotillo at km. 8, then runs easterly to its intersection with 
the Interamerican Highway near Cerro La Loma, a total length of 12 km. 
Elevation varies from 850 meters at the beginning, to 1,200 meters, near 
El Ocoti lo, then drops to about 950 meters at its easterly end. Horizon
tal and vertical alignment are generally satisfactory. Road width is mostly 
between 2.4 and 3.0 meters, with surfacing and drainage being deficient. 

6. Esteli-El Sauce 

This road was originally proposed to link Esteli and El Sauce, but now in
cludes only a part of this route. 

The first section is from Esteli to San Roque, a distance of 8 kilometers. It 
leaves Esteli at elevation 840 meters, immediately fords the Esteli river 
and then climbs to 1,000 meters at San Roque. Horizontal and vertical 
alignment need improvement and the width averages about 3 meters. 

Second is the 17 km. section from El Sauce to Nacascolo which ranges in 
elevation from 200 to 500 meters. The roadway, which is in poor condition, 
is generally 2.0 to 2.5 meters only. Some correction of horizontal and 
vertical alignment is required. 

UNCLASSIFIED
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Leaving km. 12 out of El Sauce and immediately after crossing Rio Petaquia an 8 kilometer branch road will serve the Rio Petaquia Valley, including the villages of Los Cerritos, El Alboroto, Salale, La Montaiia,and La Montahita. While there are no problems with the horizontal and
vertical alignments the roadway is less than 2.5 meters, has no surfacing 
or drainage faci lities. 

7. La Libertad-Santo Domingo-EI Chile 

This project begins at the small town of La Libertad which is reached viaan all weather road from the village of Santo Tomas on the Rama road, 
a distance of 24.5 ki Iometerso 

Although this latter section can be traveled the year round, its alignmentand drainage needs improvement as do the existing bridges, at least inthe short run. These 24.5 kilometers would remain with lesser specifications than those of ihe route La Libertad-Santo Domingo-El Chile whenthe latter is improved to the proposed standard. 

The route between La Libertad and Santo Domingo has a length of 12.5kilometers, is all weather and has similar characteristics, although a bitless satisfactory than the Santo Tomas-La Libertad section. The alignmentcan be easily improved and in many sections the roadway width is 4 meters.
However, the drainage and above all, the two existing bridges ought to 
be reconsrructed. 

On leaving Santo Domingo the road is in very poor condition. During therainy season it is impassable, and even during the dry season it is passable only with four-wheel drive vehicles. 

The alignment between Santo Domingo and El Chile isvery deficient, bothhorizontally and vertically. In addition, the road is totally lacking indrainage, bridges and roadway surfacing. 

Among the major rivers crossed are: El Cilindro, Camastro, Sucio and Si
quia; the latter has a width of more than 60 meters. 
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The town of La Libertad is located at an altitute of about 460 meters
above sea level; that of Santo Domingo at approximately 500 meters. At 
leaving Santo Domingo, the road begins a steep ascent over two kilome
ters, later descending with grades up to 35 percent to an elevation of 
660 meters and one of 230 meters in only five kilometers. For the balance
of the distance, the road traverses oiling terrain, crossing the Rio Siquia
at an elevation of about 150 meters and arriving at El Chile with an 
elevation of about 190 meters above sea level. 

The roadway is narrow between Santo Domingo and El Chile; in many
sections it is only two meters in width. 
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PROPOSED EQUIPMENT 

ITEM No. 

Tractor, D8* 3 
Tractor, D7 ** 6 
Tractor, D6 ** 6 
Motor Grader 12 
Loader Front 6 
Truck, Dump, 8 yd. 24 
Truck, Water tank 4 
Truck, Flat bed 12 
Truck, Trailer, 50T 1 
Pickup 24 
Compactor, 5T Pneu. 3 
Compactor, 10T Drum 6 
Pump, 6 in. 6 
Electric Plant 6 
Lob. equip. portable 2 

Spare Parts 
Shop Equipment 

Freight, insurance, contingencies 

• Includes dozers and rippers. 
•* Includes dozers. 

UNCLASSIFIED 

ANNEX III, Exhibit 6 
Page 1 of 1 

PURCHASE LIST 

(000 Dollars)
Unit Price Total 

72 216 
50 300 
34 204 
27 324 
28 168 
12 288 
6 24 
5 60 

35 35 
3 72 
.5 15 
3 18 
2 12 
1 6 

35 70 

1,812
272 
52 

21136 

264 

TOTAL: 2,400
 



ESTIMATED CONSTRUCTION COSTS 
(Thousands of Dollars) 

ROUTE 

Work Item Esteli - Yali - San Condega Esteli - Esteli - Esteli - La Lib-S.Domingo 

San Rafael Rafael - Yali S.Nicolas El Sauce Yali - El Chile 

Earthwork 
Surfacing 

204.0 
73.1 

55.0 
21.0 

361.8 
104.8 

162.8 
25.9 

194.5 
44.0 

156.7 
55.4 

365.5 
154.5 

Culverts and Side 
Ditches 76.0 31.3 82.0 28.2 84.4 49.5 169.9 

Box Culverts and 
Bridges 

Contingencies 
18.0 
37.6 

7.0 
11.4 

90.0 
63.9 

2.9 
22.0 

262.4 
41.5 

7.4 
26.8 

119.0 
80.9 

Eng., Adm. and 
Supervision 55.7 18.8 66.1 14.2 42.2 30.2 81.9 

Total: 469.4 144.5 768.6 256.0 669.0 326.0 971.7 

GRAND TOTAL: - $3,605,200 

w 

~C+ 
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PROPOSED DESIGN SPECIFICATIONS 

The specifications for the proposed improvements are given on pages 
two and three of this Annex, and are considered adequate for farm-to
market type roads with maximum ADT of 100 or less. 

A roadway width of 3.5 meters is essentially a one-lane road. 
However, by providing shoulders of 0.75 meters also covered with 
granular material, the total crown width of 5.0 meters will allow two 
trucks to pass safely. Since'the two road sections, Yali-San Rafael and 
La Libertad-Santo Domingo have crown widths of more than 3.5 meters 
and have the highest ADT, they will be improved to a 4.5 meter crown 
with 0.5 meter shoulders and surfaced the full width. 

The roadway surface will be formed by compacted granular materials, 
which when properly placed and maintained is adequate for this type of 
road. 

The 3.5 meter width, single lane bridges have been proven to be 
adequate on the Camab'ocho Project. The design has been standardized, 
using masonry abutments, steel I-beams and wooden decking. Culverts 
will be mostly concrete pipe; with reinforced concrete box culverts serving 
the higher capacity requirements. Side ditches will be protected with 
rip-rap where the grade requires it. 
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PROPOSED DESIGN SPECIFICATIONS 

Type of Road  All-weather Farm-to-Market 

Right of way 20.00 metersMinimum crown width 5.00 metersMinimum roadway width 3.50 and 4.50 metersAverage daily traffic Maximum 100 

Maximum grade: 
a. Level terrqin 6% tolerance up to 8% in 500 metersb. Rolling terrain 8% tolerance up to 12% in 300 metersc. Mountainous terrain 12% tolerance up to 15% in 200 meters' 

Design speed: 

a. Level terrain 50 KPh.b. Rolling terrain 40 Kph.
c. Mountainous terrain SO Kph. 

Maximum curvature: 
a. Level terrain 150001b. Rolling terrain 24030, 
c. Mountainous terrain 43030 ' 

Width of shoulders 0.50 and 0.75 meters
Crown slope Minimum 3%
Load design H 15 - S 12Surfacing material Granular compacted
Width of bridges Minimum 3.50 metersDrainage Semi-final and provisional workSurface course thickness Minimum 0.15 meters 
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ECONOMIC PANORAMA 

1. The Growth of the Economy 

The output of goods and services in the economy (Gross Domestic Product)
increased by only 3.7 per cent in constant 1970 prices, the smallest rate
of growth since 1961, vith the exception of the year 1966. With a rate 
of population growth of at least 3.2 per cent, this means that per capita
GDP rose by only 0.5 per cent. As the average per capita increase during
the last five years has been less than 1.5 per cent, the standard of living,
at least to the extent that it is measured by this index, hardly has improved
in half a decade. In fact, to the extent that income distribution is uneven, 
some sectors of the population may have witnessed a deterioration in their
position. In current prices, the Gross Domestic Product rose by 9 per cent,
indicating an implicit price index increase of 6 per cent. 

What has accourited for this deterioration in the rate of growth of GDP? 
The obvious and all too accurate answer is the deterioration in the primarysector, particularly but not limited to, agricultural crop production. The
primary sector declined by 0.3 per cent in 1970 and the agricultural com
ponent by 4.0 per cent. The decline in the agricultural sector of the GDP 
was due in large part to the fall in cotton production. In contrast to the
above, both the livestock and forestry sector rose by 7.4 and 10.2 per cent
respectively. The fishing industry, however, declined by 7.4 per cent, 
apparently due to cyclical conditions. 

The factor that prevented a greater deterioration in the increase of GDP,
was the growth in the secondary sector of the economy, particularly in
industry, which has by far the greatest weight in this sector. The second
ary sector rose by 6.2 per cent in 1970 as a result of the 9.5 per cent
growth in manufacturing industry. Conversely, the construction industry
and the mining industry declined by 1.5 per cent and 17.6 per cent respec
tively. Tertiary activities (commerce, government, transportation, elec
tricity, etc.) continued their steady growth, and rose by 4.9 per cent. 

There was a continued slow bu, steady decline in the relative position of
the primary sector in the Gross Domestic Product, and a continued slow
but steady growth in the secondary sector, primarily resulting from the
growth in manufacturing industry. In 1965, the primary sector accounted 
for 32.7 per cent of gross domestic product, and the agricultural crop
component, 26.8 per cent. In 1970, these components had fallen to 27.5 
per cent and 17.2 per cent respectively. The forestry and fishing sectors 
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retained their relative positions, but the livestock sector rose from 5.2 
per cent in 1965 to 9.2 per cent in 1970. 

In contrast to this trend, the secondca'ry sector rose from 17.4 per cent of 
GDP in 1965 to 23.6 per cent in 1970. Al! of this improvement was due 
to the increase in the output of industrial manufacturing. This sub-sector 
increased from 12.8 per cent of Gross Domestic Product to 19.1 per cent. 
Tertiary activities have continued practically at the same percentage lev
el. 

Gross domestic product by expenditure in 1970 shows a fairly sharp rever
sal of the situation that prevailed in 1969. Private consumption, which 
had remained relatively stable in 1969 at 72.8 per cent of GDP jumped
suddenly to 78.6 per cent in 1970; Government consumption changed
only moderately. In contrast, private investment declined from 16.4 
per cent of GDP in 1969 to 15.5 per cent in 1970; Government public
investment rose to 4.4 of GDP compared to 4.0 per cent in 1969. ( This 
was due to an increase in central government investment as well as in 
investment by some semi-autonomous agencies). 

The increase in private consumption represented in large part the increase 
in imports of consumer goods (see section on balance of pc'yments). The 
decline in private investment is particularly serious to the extent that the 
growth in GDP in 197i and 1972 should be affected adversely by this 
year's (1970) investment. Obviously if economic growth as measured by 
GDP ;s a function of capital formation, it would appear that growth for 
he next year or two at least will continue to remain at less than 5 per 

cent. 

2. Trade and the Balance of Payments 

In 1970, Nicaragua increased its net reserves by $12.5 million in con
trast to a decline in net reserves of $6.5 million the previous year. This 
increase resulted from a larger capital inflow rather than from any im
provement in the net position of goods and services. 

Although exports of goods exceeded imports (f.o.b.) by $0.1 million, 
an improvement over the deficit of the past few years, the net balance 
of services deteriorated to a level of - $44.4 million, compared to 
- 41 .3 million the previous year. Thus the net balance of goods/services 
and donations rose to - $38.3 million in 1970 compared to -$35.7- the 
previous year. 
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Private and official capital inflows both increased by an amount moresufficient 'o compensate for this deficit. than
In addition, the increase ofcapita! "hrough the Special Drawing Rights also added to the net reserves.!i, other words, excluding the SDR's from the Balance-of-Payments calculation would indicate an increase in reserves of $9.3 million rather than$12.5 million. Nevertheless, this still is an improvement over the previous

year's situation. 

The privaie capital inflow increased from $15.3 million in 1969 to $20.3million in 1970, a rise of $5.0 million. This increase of $5.0 million wasthe result of a $3.0 million increase in direct investment, $1.0 from drawdown of private loans, and $1.6 million from short-term commercial bankcredit. In contrast, amortization rose by $0.6 million. As private investment declined in 1970 as reported in the GDP statistics this increase inprivate foreign capital inflows may indicate that domestic private investment fell by a larger amount than shown by the aggregate GDP data. 

In the official capital inflows, the drawdown of loans increased by $19.2million or about 65 per cent. This includes long-term loans to the bankingsystem. At the same time, amortization rose to $18.1 million from $12.9million the previous year. As a result of the large gross drawings, the netinflow of official foreign capital reached $29.0 million. This was almostdouble the net inflow of 1969 but remained below the level of $37.2million in 1968. In 1968 and 1970, gross drawings were approximatelyequal, but in 1968 amortization was only $10.3 million, while in 1970 it
 rose to $18.1 million.
 

As a result of this improved position, Nicaragua's gross reserves reached$54.4 million in 1970, after falling to $48.1 million in 1969. (InFebruary 1971, gross reserves reached $70.8 million). However, as aresult of other internationcl liabilities, particularly commercial banks'
liabilities in the form of rndium and long-term loans, 
 net reserves wereonly $7.1 million. (This was less than 4 per cent of total imports c.i.f.).It was, however, an improvement over the net reserve level of - $5.4million that prevailed at the end of 1969. 

Within the past severcl years, Nicaragua's trade pattern has changedmarkedly. In 1960, only 4 per cent of its exports went to the CACM;in 1965, this had increased to 8.3 per cent. In 1970, 25.8 per centof Nicaragua's exports went to the Common Market countries. The samepicture applies to imports, although here the situation has stabilized over 
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the past few years. In 1960, 3.9 per cent of Nicaragua's imports came 
from the CACM; by 1965, it had reached 13.3 per cent and by 1968, 
25.0 per cent. After declining to 23.9 per cent in 1969 (total imports 
as well as imports from the CACM declined in absolute terms in that 
year), imports from the CACM again rose to 25.1 per cent, as both total 
imports and the share from the CACM increased. In contrast to this, 
imports from the U. S. have been declining since 1967, in relative terms. 
As a result of its very rapid change in exports to the CACM, Nicaragua's 
trade balance to the Common Market declined to only -$3.95 million in 
1970 from a peak of -$24.12 million in 1967, -$21.53 million in 1968 
and -$10.54 million in 1969. 

The composition of Nicaragua's exports have also changed considerably
during the past 10 y "irs. In a general breakdown between "traditional" 
and "non-traditional products, there has been a sharp movement towards 
the latter. In 1960, the latter amounted to $3.6 million, or 5.7 per cent 
of total exports; by 1969 it had increased to $59.1 million or 37.3 per 
cent; in 1970, it had risen to $77.9 million or 43.6 per cent. The major 
non-traditional products consist of fresh meat, shrimp and lobster, plywood, 
chemical products, textiles, and numerous other products. Much of this 
increase has come from industries which have been established during the 
past few years and include the following: FORMICA (plastic), ROCiIF 
(pharmaceuticals), FABRITEX (textiles) POLYCASA (PVC), etc. In a 
breakdown by economic groups, Nicaragua remains an exporter principally 
of primary goods, raw materials and intermediate products such as cotton, 
coffee, meat, shrimp and lobster, sugar, chicle, cotton seed oil, etc. 
However, two new manufactures -- textiles and chemical products -
continue to incrcease. 

Imports have not changed very much, and Nicaragua still remains a heavy 
importer of consumer goods, durable and non-durable. In fact, last year, 
imports in this category rose by $8.3 million, raw materials rose by more 
than $7 million, agricultural equipment remained stable, while imports 
of industrial equipment actually declined by about $2 million. Thus 
about 30 pe, -ent of Nicaragua's imports were of consumer goods and 
about 40 per cent of raw materials and intermediate products. (This 
increase in consumer imports shows up as increased consumption in the 
GDP accounts). 

Nicaragua's exports to the CACM consist primarily of consumer goods, 
non-durable, and primary materials. In 1970, new exports to the Common 
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Market included cotton, rice, caustic soda, plastic materials and rubber 
solution. Other major export items included corn, leather goods, wood 
products, chemicals, phamraceuticals and cosmetics, plywood, shoes, 
oats and cereals. Approximately 43 per cent of exports to the CACM 
were consumer goods and 33 per cent, primary goods. 

Nicaragua's major imports from the CACM also consist of consumer goods 
and raw materials, 42 per cent and 34 per cent respectively. Some of 
the major imports were foodstuffs, tobacco, textiles, pharmaceuticals, 
paper products and chemicals. 

3. Budgetary and Fiscal Developments 

After several years of slow growth, Government ordinary revenue rose by 
almost G 78 million in 1970 ($11 .1 million) , rate of increase of 15.8 
per cent. As Gross Domestic Product rose by 9 per cent (in current prices), 
a slight greater share of national output, 10.2 per cent, was collected in 
revenue than in previous years. IVshould be noted, however, that this 
share remains below the levels prevailing in a few of the CACM countries. 
Nevertheless, the increase in Government revenue was commendable and 
represented a reversal of past trends. As a result of this effort, and a tight 
rein on current expenditures, the GON generated a current account surplus 
(government savings) of 5 86 million ($12.3 million), the largest level 
since 1966. In turn, government investment rose sharply compared to the 
previous year, and as net external borrowing more than doubled, the GON 
was able to meet its budgetary deficit without recourse to inflotionary'bank 
borrowing. The official GON estimates show a further upward trend in 
revenue, investment and external borrowing in 19" 1. Unless there is a 
serious deterioration in trade due to Common Market uncertainties or an 
unanticipated further slowdown in the domestic economy, these targets 
should be met. In fact, the first quarter of 1971 shows almost all tax 
targets being exceeded. 

Central Government Revenue 

Central Government revenue reached a peak of ($ 570.8 million in 1970, 
and thereby exceeded the IMF target of ($ 567 million established in the 
1970 Stand-by Agreement. This represented the largest increase since 
1965. Direct taxes rose by G 15.2 million and maintained its share of 
total government revenue (about 20 per cent); this was due to a $ 7.4 
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million increase in property tax collections and ( 5.0 million increase
in income taxes. The increase inthe former was due to the property
tax incentive legislation introduced in April 1970, which raisedS 4 
million in new taxes, and the regulcr property valuation program
(Cadastral). The increase in income taxes was relatively slight, but 
does represent a reversal of previous years' trend. 

The major increase in revenue resulted from the various indirect taxes
introduced since 1963. Import duties rose 22.2 million in 1970,
reflecting a s 9.1 million in general import duties, G 6.2 million in 
"compensatory" taxes, and 6.6 million in the 5 per cent sales tax. 
All of those were collected by the Customs on imported goods. The
single largest increase in revenue resulted from excise and consumer 
taxes which increased by G 31 .2 million; G 23.5 million of this total 
came from the new 5 per cent general sales tax introduced in May

1970. Thus slightly more than 76.2 per cent of government ievenues
 
still relies on indirect taxes of one form or another.
 

The Government of Nicaragua estimates that revenue will increase
by S 70 million in 1971 and assumes that several major developments
that occurred in 1970 will be continued into this year. itestimates 
that (1) property (real estatre) taxes will increase an additional S 9.5 
million; (2) the 5 per cent sales tax collected on imports would increase 
revenue by3 5.8 million; (3) the 5 per cent sales tax collected by the 
Tax Office will increase revenue by r 26.1 million and (4) the 
compensatory tax collected on domestic producers would increuse G 6.9 
million. These Four taxCs would then comprise an increase ofG 48.3 
million, or almost 70 per cent of the total revenue increase estimated 
by the GON. At this time, it appears feasible that the overall target
will be reached, although some of the specific tax targets may fall 
short. Thus, while the compensatory tax may not achieve its target,
income taxes, which arc estimated to increase by only( 1.2 million 
should exceed rhis target, as the fir.t quarter collections in 1971 
exceeded the first quarter t1arget by an amount that would indicate 
a krger annual increase. 

Central Government Budgetary Operations 

Government savings in 1970 more than doubled compared to the previous 
year, reaching a level of( 86.0 million compared to only($ 32.0 
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million the previous year. This was the highest current account surplus 
since 1966, and was the result not onl> of the revenue increase discussed 
above, but a continuing rein over current expenditures. This item rose 
by only G 24 million in 1970. 

Capital expenditures rose to (S 164.5 million, an increase of(S 51.2 
million over the previous year. "Real" investment i.e., expenditures 
for capital equipment comprised 64 per cent or 1$106.5 of total capital 
expenditures; the remainder took the form of transfers to government
agencies such as the National Bank and INCEI, and other items. (Some
of these transfers may in fact have been used by the agencies for current 
expenditures; data is inadequate to analyze this factor, however). 

The budgetary deficit declined slightly from ( 81.3 miliion in 1969 to 
(S 78.7 million in 1970. Almost 80 per cent of this deficit was covered 
by net foreign borrowings, due mainly to drawings on AID, CABEI, and 
IDB loans. The remainder was covered b/ borrowings from the Social 
Security Institute in the form of I.O.U.s. 

The GON estimates that savings will increase an additional (S 48 
million and that investment will reach 5 240 million in 1971. Although 
the defIcit would then increase to (S 107 million a Further increase of 
net foreign borrowing to G 75.4 million should assist ina level of cover
ing the defic*;. It does appear that additional domestic borrowing will 
become necessary in 1971 and/or that- there will be an increase in the 
floating debt. In ail likehood, however, the estimates for investment 
have been set too high and will be reduced downward as the year 
progresses. Thus the deficit will decline below that presently targeted,
and recourse to heavier internal borrowing will not be necessary. Another 
item that remains open to question is the estimated increase in net ex
ternal borrowing which at first reading appears too high. Alternative 
projections of these factors would merely represent subjective valuations 
and would not be valuable. The important points are: (1) government
savings will increase; (2) investment will increase as well and (3) a 
large share of the deficit (70 per cent in 1971, down From 80 per cent 
in 1970) will have to be covered by foreign borrowings if the goals will 
be attained. 

4. The Monetary Situation 

In 1966, the money supply reached its peak level of ($ 565.1 million, 
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and for the following two years, declined. This was due to a sharpdeterioration of the net foreign asset position of the banking system.In 1967, the situation changed slightly as money supply rose 6y 5 percent (and savings hardly increased), but in 1970 there was a markedchange in money supply and the major factors affecting it. Themoney supply (demand deposits and currency in circulation) rose by12 per cent in 1970, mainly 0ue to an improvement in the net foreignasset position of the banking system. In contrast, domestic credit,which in the past had been a major factor increasing the money supply,
was tighter than in any prior year. 

Total domestic credit (i.e. loans to government, official entities andthe private sector), rose only 5.2 per cent in 1970, compared to 8.66per cent, .3 per cent and 19.7 per cent in 1969, 1968 and 1967respectively. Net ckijrs on official entities and the governmentactually declined in 1970 (the latter Jue to the government's improvedrevenue positlon), while loans to the private sector rose 6.5 per cent.As regards the latter, this was slightly above the rate of increase in
1969 which was 6.2 per cent, .hut stiil remains below the rates of
increase in 1968 and 1967 i.. 9.4 per cent and 13.7 per centrespectively. More than half of the increase of claims on the privatesector in 1970 came from an increase in banking investments. 

The improvement in the net international asset position, from -$ 290.9million in 1969 to C 228.9 million in 1970, resulted mainly from an
increase in the Central Bank's gross international assets position (an
increase in gross reserves). At the same time, 
 a factor that preventedan even larger increase in the money supply, was the unusually largeincrease in quasi-money, which rose by 18.8 per cent in 1970 compared to only 1.1 per cent increase in 1968. In fact, the increase ofsavings (incl. other iiabilities), was the largest in several years, reaching a level of$ 310.0 million ( 267 million term and savings deposits;1 43 million "other" liabilities). Savings deposits in commercial banks(incl. the National Bank) rose to($ 172.6 million from($ 154.2 millionthe previous year; government term deposits increased from ( 49.6 
million. 

Credit provided from the banking system (i.e. the Central Bank, theNational Bank, and private commercial banks) to the private sector.,the Central Government and official entities, was provided mainly bythe National Bank. Total internal credit reached a level of($ 1.359 
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billion of which the National Bank provided 57.3 per cent, private
banks, 27.6 per cent and the Central Bank, 15.1 per cent. Eighty
five per cent of the loans went to the private sector with the ramain
er going to the Central Government and official entities. 

There has been some shifts in the loan portfolio in 1970 as short-term 
loans declined in absolute terms and fell to 55.1 per cent of total 
bank loans. In contrast, long-term loans rose to 47.0 per cent. (in 
1968 and 1969, the ratios averaged 61 per cent and 38 per cent 
respectively. About 60 per cent of the total loans went to agriculture
and livestock, 27 per cent to industry and the remainder to trade, etc. 
Except for the livestock sector, most of the loans are short-term; as 
livestock loans are mostly long-term, this has affected the general
d*stribution mentioned above between short and long-term loans. 

There is some preliminary information on the banking systems "fro%.n 
portfolio", but it appears to represent only a partial picture of the 
situation. According to Central Bank data prepared early this year,
in 1968 the frozen portfolio iotadledS 239.9 million, in 1969 it rose 
to 325.1 million but in 1970, for the first time in many years, the 
portfolio declined to($ 235.2 million. Most of this decrease apparently
has resulted from the National Bank's efforts in 1970 to clean-up its 
serious bad debt position. 

5. The Rolaof the Rural Sector inthe Economy 

Despite the rapid growth of the industrial sector of the economy, and 
some movement into the urban areas from the country-side, Nicara
gua remains predominantly a rural economy. According to the Central 
Bank and the Ministry of Economy, 53 per cent ( or 1,074 million)
inhabitants were classified as rurcl and 901, 172 were urban as of June 
30, 1970. The majority cf the rural population were situated in the 
Northern and Central zones, somewhat less in the Pacific, and a 
considerably smaller portion in the Atlantic zone. Although there has 
been a reduction in the rural population (from 59 per cent in 1970),
the increase in the absolute numbers of the rural population indicate 
that it will remain the predominant sector for some time to come. 
Although there is no official data, it is estimated that 60 per cent of 
the economically active population is involved in rural activities i.e. 
agriculture, forestry, fishing and livestock. Of course, to the extent 
that the industrial sector depends on the rural sector for its raw mate
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rials, the importance of the latter sector is even more evident. 

The relative economic position of the rural sector has been reduced 
over the past five years, but it still plays the single most important
role in the economy. The recent slowdown in agricultural economic 
activity has been to some degree compensated for by an increase in
industrial and other non-agricultural activities. This compensation
has been only partial, however, and economic growth indeed has
been stunted by the slowdown (cotton) in the agricultural sector 
during the past few years. 

While the growth of the Gross Domestic Product rose by 3.7 per
cent in 1970, (constant prices) the output of the primary sector 
(agriculture, forestry, fishing and livestock) actually declined by
0.3 per cent. The value of agricultural crop output declined 4 
per cent in 1970 while the fishing sector fell by 7.4 per cent. The

livestock and forestry sectors continu .d 'o grow, 
 barely compensating

for these losses. In terms of contribution to GDP, the primary sector

also declined, amouning to about 27.5 per cent of GDP from an
 
average of about 29 per cent in previous years. However, since a
portion of agricultural products are processed by the Industrial sector,
and as much as 50 per cent of manufactured exports consist of agri
cultural inputs, the direct and indirect participation of the rural 
sector in the economy's total output of goods and services is greater
than that shown by the above data. 

The total value of agricultural production did-increase in 1970, but
only by 3 per cent, from $ 1.405 billiot to (S 1.450 billion (in
current prices). This increase occurred despite a 19 per cent re
duction in the value of cotton production and a 43 per cent decline
in bananas. In contrast, there was a large increase in the value of
production of coffee, corn, beans and tobacco, with smaller in
creases in rice, sugar cane and "other". 

The decline in the value of cotton production, occurred mainly
because of a fall in production amounting to 22 per cent.. The 
decline in banana output, 43 per cent,' was equivalent to the
decline in output value thus accounting in full for the latter. In 
contrast, although the output value of coffee increased 47 per cent,
physical output rose only 18 per cent, indicating that most of the
increase in the value of production was due to an increase in prices. 
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The increase in the production value of corn was due solely to an 
increase in prices, as physical production actually declined 4 per 
cent while production value increased 29 per cent. Prices of 
sorghum held steady as production actually fell 13 per cent while 
output value fell only 4 per cent. 

The area planted to cotton continued to decline and fell by 13 per
cent in 1970. The area planted to bananas, corn and sorghum also
declined, while the cultivated area for coffee, rice and beans 
increased somewhat. 

The above represent some ofthe basic statistics in agricultural
production. The 1971 prospects seem somewhat better. Cotton 
acreage is expected to increase and although rice acreage is not 
expected to change, increased yt elds are forecast. Production of 
corn and sorghum are expected to increase due to increased domestic 
and CACM demand, and empty granaries. Other products such as 
sugar cane, beans, coffee, pork and milk are expected to increase 
at slow rate. 

Although the position of the agricultural sector as exemplified in 
export statistics did deteriorate in 1970,. its contribution still 
remained high. In 1970, cotton exports fell to 19 per cent total 
of exports from 29 per cent the previous year (and 45 per cent in 
peak years prior to 1966) but coffee exports rose to 18 per cent of 
total exports. Some non-traditional agricultural crops, particularly 
meat and fish, increased. (It should be noted ihat in Nicaraguan
statisticcl data, fresh meat exports is considered an industrial export;
in above naoirctive, it is attributed to the rural sector). In general
then, no matte* how one cuts up the economy, and despite the poor
showing of ccriain agricultural products, the output of the rural ' 
sector continuo.s to play a major role in the economy. In fact, it is 
because of the slowdown in the rural sector that overall economic 
growth has slowed to a point where it barely exceeds the rate of 
population growth. The industrial sector has just about taken up
the slack, but it has not been able to affect as many economic 
indicators or as many people as can be affected by developments
in the rural sector. It is this situation that is one justification for 
a U.S. input into the rural sector in the form of loans. Prograrq
by the GON and USAID to improve and diversify agricultural
development so as to improve the welfare of the rural population 
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are discussed below. 

Rural Development Programs 

There is no overall agricultural sectoral plan in Nicaragua, althoughthere is considerable official emphasis on diversification and exportpromotion of agricultural and agro-industry products. The major
institutions involved in rural development programs include the
Ministry of Agriculture (MAG), the National Bank (BNN), the
National Development Bank (INFONAC), Institute for Internal andExternal Commerce (INCEI), and the Agrarian Reform Institute (IAN).
Following is a brief summary of the functions of the above institutions
and some of the rural development programs and projects they are 
undertaking. 

a. Ministry of Agriculture 

The Ministry is a policy agency primarily, with much of the
actual work being undertaken by the various autonomous
agencies such as BNN, INCEI, etc. With USAID assistance,
the MAG has undertaken an applied research project in rice,
animal nutrition and forage crops, and has an extension
service that provides technical assistance to small farmers. 
The Ministry is participating in developing rural youth clubs,
and cooperates with other Ministries in promoting school 
garden programs throughout Nicaragua. The USAID is con
tinuing to support an irrigation demonstration project to
evaluate the economic benefit of irrigation on selected crops. 

The Ministry operates three agricultural stations, rLa Calera"and "Campos Azules"r in the Pacific region and 'El Recreo" 
on the East Coast. These stations are not of particularly good
quality, but with some assistance from USAID they have under
taken important crop variety testing -programs. 

b. The National Bank 

The BNN is the main financial agency for the agricultural
sector and is a government bank. About 80 per cent of all
agricultural credit is provided by this bank. The bank is
involved in a number of agricultural programs, although a 
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major share of its loan portfolio goes to the cotton sector. 

The BNN, under a U. S. loan of $9.4 million is financing the 
U.S. dollar costs of agrochemicals to be used for the production 
of rice, corn, beans, sesame, forage, peanuts and other crops. 
The bank also has a program tc provide rural credit and technical 
advice to medium and small farmers to assist them in financing 
crop inputs. It has a contract with a private Israeli firm to 
implement an irrigation program, primarily on cotton. The Bank 
receives funds from the Inter-American Development Bank for 
a rice irrigation project and a cattle breeding project. 

c. The National Development Bank 

INFONAC is a public development bank and carries out specific 
projects in agriculture. In 1961, it initiated a banana program 
which has not been successful to date. In 1970 it concluded an 
agreement with Standarc Fruit for an expanded banana program. 
It has a tobacco project centered in Esteli and has been importing, 
for sale to cattle owners, purebreed cattle for milk and meat 
production. With IDB assistance, INFONAC is carrying out the 
PROLACSA project which involves the development of a milk 
production area in North-Central Nicaragua. Assisted by the 
U.N., it has conducted a forest-resources survey of 300, 000 
hectares of land on the North Atlantic coast. In conclusion, 
INFONAC has aliocated approximately 40 per cent of its re-* 
sources to agriculture and the remainder to industry. 

d. The Institute for Interior and Exterior Commerce 

INCEI is the Government agency in charge of price stabilization 
of basic grains. It is now receiving assistance, under a USAID
funded borrower-grantee contract, for the development of a 
price stabilization, storage and marketing program for basic 
grains. Besides operating since 1960 a modern 15, 000 tons 
granary, INCEI has constructed 100 small additional drying 
and storage units with a 1, 000 tons capacity each, distributed 
throughout the country. It is estimated that 5 additional 
regional units with a capacity of 9,000 tons each will be in 
operation before the 1972 harvest. 
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e. Agrarian Reform Institute 

IAN began its operation's in 1964 and is involved in measuring,
titling and distributing land to landless people. Since then
5, 119 titles have been delivered to 35, 833 people, involving 
an area of 224, 225 hectares. Provisional titles numbering
4, 505 have been granted covering 195, 636 hectares, and 
4, 902 additional titles are being prepared for delivery in the 
near future. In addition, IAN has organized 40 colonies and 
settlements benefitting 3,507 families and covering 41, 743 
hectares. 

6. The Industrial Sector 

As indicated in the section on economic growth (GDP), the manufac
turing component of the industrial sector increased by 9.5 per cent,
reaching a level of 18.8 per cent of Gross Domestic Product in 
constant prices. (This is a larger contribution to GDP in 1970 than 
was made by the agricultural crop sector). 

Since the initiation of the Common Market, there has been aconsiderable growth in the value of industrial production and the 
establishment of many now industries. Although fooJ processing

continues to be the major component of the industrial sector, other
 
new items have a more important absolute role, abbeit not a larger

relative role, in industrial output. (It should be noted that the
 
Government does not publish detailed physical output data; 
 the
 
discussion thus centers around industrial production value).
 

The value of industrial production rose from $1.4 billion in 1965 
to (S 2.5 billion in 1970, an increase of 81 per cent. (Obviously
 
some of this represents price increases, although on average, prices

have been relatively constant over this period with the exception of
 
1970). In 1970, 
 47.4 per cent of the output came from the food
processing sector, an increase of 4.5 per cent over that prevailing

in 1965. (This sector includes meat, milk, butter, rice, corn,

bread, cheese and coffee). The next largest component was
 
chemicals, which almost doubled 
 in value in 1970 with respect to
1965 and comprised 12.0 per cent of output value. This sector 
includes pharmaceuticals, cosmetics, fertilizers, insecticides and
 
plastics. The next most important components were the beverage
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sector, followed by textiles, shoes, petroleum products, mineral 
products and metal products. (The latter consists of a multitude of 
products including structural steel parts, nails, fences, metal 
furniture, shovels and picks, etc.). 

The above represents the relative position of some sectors of industry. 
In absolute terms there has been an increase in output value of 
considerable dimensions of new products, although because of the 
strong position of the food industry, this is not evident. For example, 
metal products increased 52 per cent; machinery, more than 400 per 
cent (from a low base); transportation equipment, 100 per cent; 
petroleum products and mineral products more than doubled; chemical 
products rose 91 per cent; textiles, 50 per cent; etc. 

Exports of industrial manufacturing products also have increased and 
have been an important factbr in compensating for the slump in cotton 
exports. In 1967, industrial exports amounted to $44.1 million; by 
1970 it had more than doubled to a total of $92.7 million. Almost 
58 per cent of these exports were foodstuffs, some of which such as 
meat, shrimp and lobster are non-traditional products. Other major 
exports in this category include sugar, chemical products, textiles 
and cotton-seed oil. At the same time, Nicaragua's imports of 
manufactured items in 1970 was almost double its exports. A large
portion of these imports consist of construction equipment, electrical 
and non-electrical equipment, transportation equipment, chemical 
products and textile products. 

As mentioned eci iier, there have been a number of new industries 
developed in Nicaragua since the Common Market was formed. 
Following is a short list of some of them: 

(1) Electrochemical Pennscult, S. A. - Caustic soda, chlorine. 

(2) American Cynamid - Plastic sheets and products. 

(3) Fabritex - Textiles 

(4) Polycasa - PVC and resins 

(5) Sacos Centroamericanos - Jute bags and fabrics. 
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(6) Hercules of Nicaragua - Toxaphene 

(7) Atlas of Central America - Insecticides 

(8) Roche - Pharmaceuticals 

(9) Prolacsa - Powdered milk 

Total commercial bank credit (incl. BNN) to the industrial sector
continues to increase, and as a percentage of total loans to the
private sector reached 27.6 per cent in 1970, as compared to 1969
and 1968 when these percentages were 26.9 and 25.3, respectively.

In 1970 about 55 per cent of the loans to industry were short-term,
and the remainder was medium and long-term. In 1970, total
commercial bank loans to the industrial sector reached a level of
S 318.6 million. Detailed information is not available at this
 
time.
 

Three of the major financial institutions, other than commercialbanks, are active in the industrial financing field. They are the
Nicaraguan Investment Corporit'on (CNI), the National Development Bank (INFONAC) and the National Bank of Nicaragua (BNN).
Following isa brief resum6 cf their activities based on currently
available data, usually 1969. 

a. Nicaraguan Development Ccrporation 

CNI is a private industrial bank organized in early 1964 by
Nicaraguan businessmen and business entities, including

commercial banks, insurance companies, and private foreign

banks. CNI activities encompass short, medium and long
term 
 loans as well as some, relatively modest, equity invest
ment. This organization has received two loans from AID

totalling approximately $8.0 million and has lines of credit
from foreign banks such as Bank of America, Morgan Guaranty

Trust Co., Manufacturers Hanover Trust, 
 Bank of London and
 
Montreal, 
 and Union Bank of Switzerland. 

As of the end of 1969, CNI's loans amounted to 1$ 90.6 million,
of which 67 per cent went to the industrial sector and the
remainder to agriculture mainly. 
 Loans were both for working 
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capital and for machinery and equipment. The AID loansprimarily were for the latter, although some of the former were permitted. CNI also has made equity investments inFabritex, Maderas Industrializadas, S. A., Industrias Metal~rgicas Unidas, S. A., Industrias Cer6micas de Centroam6rica, S. A. and other enterprises. 

b. The National Bank 

The National Bank has devoted the large proportion of its loansto the non-industrial sector, and in fact is considered primarilyan agricultural bank. In 1969, 22 per cent (orS 180.3 million)of the Bank's total loans were made to medium and large-sector
industry. In addition, about($ 24 million were loaned tosmall industry. (In 1967, AID signed a loan agreement allocating $ 2 million to this projram,. with matching Funds requiredfrom the Bank). Approximately 40 per cent of the industrial 
loans were short-term. 

c. National Development Institute 

INFONAC is a public development bank founded in 1953 topromote both agricultural and industrial diversification andproduction. it providcs fixed capital and working capitalloans, as well as equity investment. In 1969, loans toindustry totalled S 126 million or 60 per cent of the Institute'sloan portfolio; 40 per cent went to Agriculture. Approximately
45 per cent were medium and long-term loans and the remaindershort-term. The major industries receiving loans were foodstuffs,
textiles and chemicals. 

As of the end of 1969, INFONAC's investments totalled 1million and were made in a textile plant (Fabritex), Metasa 
41 

(metal structures, iron tubes, etc.), Polycasa(PVC), Atchemco(pine oil and turpentine), Madinsa (wood processing) and 
Prolacsa (powdered milk). 

7. Development Issues 

a. Export Earnings 

The improvement in the balance of payments in 1970 i.e. the 
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increase in reserves, does not indicate a permanent improvement 
in Nicaragua's external positien. 

Nicaragua's balance of trade was barely in surplus in 1970 
(exports and imports f.o.b.). There has been a considerable 
improvement in the export structure and diversification has 
been increasing, particularly into non-traditional and indus
trial type products. Continued improvement, however, will 
depend on several factors, not least of which is the continued 
uncertainties in the CACM, the impact of Honduras' initiation 
of various import controls, and general economic conditions in 
the CACM. (As indicated previously, a good share of the 
increase in exports was due to increased exports to the CACM. 
Total exports rose $20 million, but exports to the CACM rose 
$15 million from 1969 to 1970). If cotton exports begin to 
increase to' its more "normal" level and if non-traditional 
exports continue their current pace, then the trade picture will 
indeed be favorable. But that both these factors will occur 
simultaneously is doubtful. Meanwhile, Nicaragua's propensity 
to import remains high, as indicated by the increase in imports 
amounting to $20 million in 1970, more than half of which 
were consumer goods. 

Net services remain high (-$44.4 million in 1970) with the 
result that Nicaragua's balance on current account deteriorated 
slightly to -$38.3 million in 1970. It was only as the result 
of the large inflow of official and private capital that Nicara
gua was able to continue to improve its reserve position. And 
this in turn depends upon many factors: (1)availability of local 
capital to support loan drawdowns; (2)debt service ratio to 
exports which has now reached 15 per cent; (3) new loans and 
(4) new projects. Of course, import controls either through 
credit or other monetary system might help to reduce imports 
of "unessential" items. 

Thus, while stimulating export diversification and improving, 
if possible, the position of cotton at the same time, the 
Government of Nicaragua must continue to rely on interna
tional financial assistance in order to prevent further serious 
deterioration in its reserve position. If imports once again 
begin to decline, as they did in 1969, the picture will be 
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somewhat improved, but even here it depends upon what imports 
are reduced. The trade balance must be improved so thai Nicara
gua can begin to cover at least part of the large adverse services 
deficit which will contirue to bo a draw on its export earning 
capacity. 

b. Domestic Revenues and External Loans 

As 1970 began, the GON through its presentation of a contin
gency budget, announced that it would be unable to raise 
sufficient domestic financial resources to support loans made 
by international lending agencies including AID, IBRD, IDB 
and CABEIl. However, as the year progressed, various and 
numerous transfers were made from this contingency budget to 
the regular budget. The result was that many international 
loans, especially those of AID, did receive sufficient local 
currency support, and loan drawdowns were large. (See section 
on Balance of Payments for review of large inflow of official 
capital). 

In 1971, the GON is estimating that government revenue will
increase by about $10 million. Data available through March 
indicates that it is probable that this target will be met. The 
1971 budget contains sufficient local currency support for most 
international loans, and thu§-there appears no problem in this 
regard for this year. There'does appear to be, however, a 
shortage of productive type projects, and most of those currently 
under consideration by external loan agencies are of an in
frastructure nature. The GON has lacked a facility for project
development, but maybe with the advent of the new Planning 
Office, and the developing role of the Coordinating Committee, 
this shortcoming may be solved. 

c. The Current External Loan Portfolio 

The GON has not published a current review of the outstanding
balance of its external loan portfolio, but it is estimated to be 
approximately $180 million as of Oecember 1970. 

As indicated in previous sections, there was a large gross draw
down of external lqans in 1970. As of March 1971, the loan
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balance available from AID was only $6.9 million, comprored 
to $34.4 in December 1969, a drawdown of $27.5 in fifteen 
months. According to data prepared in March 1970 by the 
Ministry of Economy and data available to the USAID through 
June 1970, the GON's loan portfolio with other major interna
tional lending agencies was as follows: 

1) Export Import Bank - balance available as of December 
196T,6.-4milTon; as of June 1970, $2 .6 million; 

2) 	IBRD - balance available as of December 1969, $34.4 
miTlT on; as of June 1970, $23.4 million; 

3) IDB - balance available as of December 1969, $40.3 
mTi1ion; as of June 1970, $32.5 million. (This data 
underemphasizes the disbursement of IDB loans, as new 
loans totalling $12.4 million were made in 1970); 

4) 	 CABEI - balance as of December 1969, $10.7 million; 
as June 1970, $22.8 millior. (Also includes new loans 
made in 1970). 

In addition to the 9bove, there are official loans from other 
banking institutions such as the National Provincial and Lloyd's 
Bank, Royal Bank of Canada, the German Development Bank 
and others. 

The servicing of Nicaragua's foreign debt continues to increase. 
In 1968, the ratio of debt services to exports was 9.2 per cent; 
in 1969 it hcd increased o 13.4 per cent, and in 1970 it rose 
to 15.9 per cent, according to Central Bank data. Although at 
present this is not serious, and Nicaragua's international credit 
rating is considered high, obviously amortization payments will 
increase. The burden of the debt will then depend upon Nicara
gua's ability to improve its trade balance and maintain an ade
quate level of capital inflow. There are no statistics currently 
available on the debt servicing requirements for the next 5-10 
years. 

/xb 
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Industrial Sector 
1968 1969 1970 * 

Rote of 
19E-17069 

Growth 

1. Gross Domestic Product 4,323,9 4,566.8 4,736.7 5.6 3.7 

a) Primary Activities 
1) Agriculture 
2) Livestock 

11251.3 
832.6 
373.4 

1,304.9 
847.3 
407.6 

1,301.3 
813.3 
437.9 

4.3 
1.8 
9.1 

0.3 
4.0 
7.4 

3) Forestry 20.5 21.6 23.8 5.4 10.2 
4) Fishing 24.8 28.4 26.3 14.5 - 7.4 

b) Secondary Activities 
1) Manufacuring 
2) Construction 
3) Mining 

928.1 
719.9 
144.6 
63.6 

1,051.9 
828.1 
162.9 
60.9 

1,117.3 
906.7 
160.4 
50.2 

13.3 
15.0 
12.7 
4.3 

6.2 
9.5 
1.5 

17.6 

c) Tertiary Activities 
1) Commerce 
2) Government 

2,144.5 
864.8 
239.3 

2,210.0 
888.1 
258.9 

2,318.1 
913.0 
269.0 

3.1 
2.7 
8.2 

4.9 
2.8 
3.9 

3) Transportation & Comm. 
4) Banking 

219.9 
109.4 

225.8 
106.9 

232.1 
134.6 

2.7 
2.3 

2.8 
25.9 

5) Electric Power & 
Potable Water 

6) Housing 
7) Other 

119.3 
298.0 
293.8 

121.6 
306.7 
302.0 

141.1 
317.5 
310.8 

1.9 
2.9 
2.8 

16.0 
3.5 
2.9 

• Preliminary Data 
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2. Nicaragua: Gross Domestic Product 

(Constant I 958 Prices) 
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Industrial Sector 1.965 1966 
Structure 

1937 1 968 1969 1970 

1. Gross Domestic Product 100.0 100.0 100.0 100.0 100.0 100.0 

a) Primary Activities 
1) Agriculture 
2) Livestock 
3) Forestry 
4) Fishing 

32.7 
2FR 
5.2 
0.4 
0.3 

29.4 
277Y 
6.0 
0.4 
0.5 

29.1 
1277 

6.2 
0.4 
0.5 

28.9 
T". 

8.6 
0.4 
0.6 

28.6 
TBIT 

8.9 
.5 
.6 

27.5 

9.2 
.5 
.6 

b) Secondary Activities 
1) Manufacturing 
2) Construction 
3) Mining 

17.4 
1".8 
3.2 
1.4 

19.5 
r 
4.0 
1.5 

18.8 
7T7 

3.3 
1.3 

21.5 
76-a 
3.4 
1.5 

23.0 

3.6 
1.3 

23.6 
T77r 
3.4 
1.1 

c)Tertiary Activities 
1)Commerce 
2) Government 
3) Transportation & Comm. 
4) Banking 
5) Electric Power & 

Potable Water 
6) Housing 
7)Other 

49.9 
T " 
7.2 
5.1 
2.1 

1.8 
7.0 
6.8 

51.1 
" 
7.9 
5.1 
2.4 

2.0 
7.0 
6.8 

52.1 
7 
8.9 
5.0 
2.5 

2.3 
6.9 
6.9 

49.6 

5.5 
5.1 
2.5 

2.8 
6.9 
6.8 

48.9 

5.7 
4.9 
2.4 

2.7 
6.7 
6.6 

48.9 

5.7 
4.9 
2.8 

3.0 
6.7 
6.5 
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3. a. Nicaragua: Gross Domestic Product(Millions of CrdoWos 

p ltue 

Gron Domestic Product 

Consumption 

Public 

Private 

Investment 

Public 

Private 

Exports 2/ 

- Imports 

Current Prices 

1965 1966 1967 1968 1969 1970 1/ 
4,210.3 4,395.0 4,731.1 4,908.7 5,134.7 5,598.4 

3,463,6 3,685.0 4,122.6 4,167.9 4,246.8 4,677.8 

.399.8 457.6 517.0 566.2 608.2 634.8 

3,063.8 3,227.0 3,605.6 3,601.7 3,638.2 4,043.0 

847.6 988.2 975.2 873.8 1,014.0 1,029.8 

179.2 241.8 235.8 175.91 198.4 230.0 

668.4 746.4 739.4 697.9 815.6 799.8 
1,177.4 1,167.4 1,243.9 1,315.7 1,410.5 1,410.5 

1,278.3 1,445.6 1,610.6 1,448.7 1,514.8 1,514.8 

1965 

3,913.0 

3,176.0 

369.0 

2,807.0 

820.b 

1,221.0 

1,304.0 

Constant Prices 1958 

1966 C1tn PIc T 1970 

4,033.0 4,245.0 4,323.9 4,566.8 4,736.7 

3,299.0 3,607.0 3,525.4 3,684.6 4,102.4 

417.0 462.0 .330.5 .358;.4 380.1 

2,882.0 3,145.0 3,195.0 3,326.2 3,722.3 

931.0 910.0 799.3 929.8 944.4 

162.5 181.4 208.4 

636.8 748.4 736.0 

1,221.0 1,317.01,320.9 1,270.0 1,123.0 

1,418.0 1,589.01,321.7 1,317.6 1,433.1 
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Structure 
Structure 

1965 1966 -T 68 1969 1970 1965 1966 1967 l 1969 1970 
Gross Domestic Product 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0Consumption 82.3 83.8 87.1 84.9 82.7 83.5 81.2 81.8 85.0 81.5 80.7 86.6Public 9.5 10.4 11.0 11.5 11.8 11.3 9.5 10.3 10.9 7.6 7.8 8.0Private 72.8 73.4 76.1 73.4 70.9 72.2 71.7 71.5 74.1 73.9 72.9 78.6Investment 20.1 22.5 20.6 17.8 19.7 18.4 21.0 23.1 21.4 18.5 20.3 19.9Public 4.2 5.5 5.0 3.6 3.9 4.1 3.8 4.0 4.4Private 15.9 17.0 15.6 14.2 15.9 14.3 14.7 16.3 15.5Exports 2/ 28.0 26.6 26.3 26.8 25.1 25.2 31.2 30.3 31.0 30.5 27.8-Imports 2/ 23.7 

30.4 32.9 34.0 29.5 27.6 27.1 33.3 35.2 37.4 30.6 28.8 30.3 
NOTES: Current and Constant Data 1968-1970 From Indicadores Economicos (Central Bank 1970). Current Data 1965-1967 from wUnited tatiom NationalAccounts". 1/ Preliminary. 2/ Goods and Services. 
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4. Nicaragua: Balance of Payments(MilIlions ot Dolla~rs) 

1960 1968 1969 19701/ 

-A. Goods, Services & Grants
 
Exports FOB 
 2/" 	 63.9 161.0 157.5 177.8 
Imports 	FOB -56.4 -165.2 -158.4 -177.7 
Trade Balance (net) 7.5 - 4.2 - 0.9 0.1
Services (net) 	 -18.1 44.0 - 41.3 44.4- -
Grants 	 (net) 3.0 6.3 6.5 6.0 

Total 7. Z7 -3- 7 7J'3/." 

B. 	 Priv. Capital Movement
 
Direct Investment 
 1.7 16.4 12.0 15.0 
Loan Withdrawals 0.1 2.1 2.4 3.4
Amortizations - 0.5 - 1.6 - 1.8 - 2.4
Comm. Credits & Others 5.7 - 6.4 2.7 4.3 

Total 	 7.0 3 5.3 2 

C. 	 Official Capital

Loan WiThdrawals 3/ 
 6.2 49.3 29.8 49.0 
Amortizations - 2.2 - 10.3 - 12.9 - 18.1
Other -0.3 - 1.8 - 1.4 -2.0 

Total - 7 37,2 T75.5 29. 

D. SDR's - -	 3.2 

E. Errors & Omissions 2.9 - 3.7 - 1.6 - 1.7 

F. Total Bal. + E(A+B+C+D) 	 0.2 5.5 	 - 6.5 12.5 

G. 	 Net Monetary Movement
 
Net Posifion with IMF 
 19.0 - 1.0 - 5.2
Central 	Bank 0.1 - 20.7 6.2 - 3.8 
Comm. 	 Banks 4/ - 0.3 - 3.6 1.8 - 3.3C. A. Clearings - - 0.2 - 0.5 - 0.2 

Total 0.2 * - . :T2: 

I/ Preliminary, 2/ Figures adjusted for Bal. of Payments purposes. Includes non-monetary
gold. 3/ Include: long-term Banking System. 4/ Includes short-term loans. In G, above,
sign (-) indicates increase of reserves; no sign means a decrease. 

SOURCE: Indicadores Economicos 1970 - Central Bank 
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5. Nicaragua: Exports by Products 
(Thousands of Dollars) 

1960 1968 1969 1970 

Traditional Products 57,829 113, 778 98,393 98,382 

Sesame 
Cotton 
Cotton Seed 
Sugar 
Coffee 
Copper 
Beans 
Cattle 
Ipeca 
Gold 
Silver 
Cotton Seed Cakes 
Other Traditional 

2, 545 
14, 683 
2,216 
3,435 
19,221 
1,863 

98 
1,721 
236 

6,916 
197 
190 

4, 508 

2, 906 
59, 675 
3,344 

.5,458 
22,683 
5,592 
949 
76 

553 
5,024 

377 
3, 013 
4, 128 

2,545 
45,425 

1,038 
8,300 

20,563 
5,077 

844 
188 
580 

4,105 
265 

3,442 
6,021 

2,243 
34, 247 
1, 234 
9, 832 
32,086 
4,192 
1,294 

27 
470 

3,835 
175 

2, 405 
6, 342 

Non-Traditional Products 3,604 47,324 59, 126 77, 960 

Rice, milled 
Bananas 

112 
138 

245 
3,133 

611 
2,180 

1,535 
256 

Beef 
Shrimps & Lobsters 
Leather, Skins & Mfrs. 
Plywood 
Chemical Products 
Textile Products 
Resins 
Tobacco 
Other Non-Traditional 

2, 968 
-

64 
112 

-
6 

-
204 

15,882 
5,140 
1,018 
628 

4,395 
1,571 

-
815 

14,497 

20,836 
6,750 
1,525 
922 

6,914 
1,762 

-
1,508 

16,118 

26,579 
5,936 
1,910 
1,268 
9,527 
4,444 
2,450 
1,892 

22,163 

Other 1,438 1,199 1,229 2,281 

Total 62,871 162,301 158,748 178, 623 
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(M~illions Of Do1ars) 

Agropecuaries 

Sesame 
Cotton 

Rice, milled 

Bananas 

Cocoa 

Coffee 
Shrimp & Lobster 
Beans 

Hogs 

Cattle 
Chewing gum - raw 
Ipeca 

Lumber 

Corn 
Molasses 
Cotton waste 
Cotton seed 
Cotton seed cakes 
Tobacco 
Milk products, eggs, honey 

Manufactures 

Cotton seed oil 

Sugar 

Coffee, instant 

Beef 

Leather, skins & mafrs. 
Plywood 
Wood, sawed 
Fertilizers & raw minerals 
Chemical Products 

Cereals, Processed 

Textiles 


ExtractiveIndustries 

Copper 

SiIver 
Gold 

Other 

Total 

SOURCE: lndcadocresi Economic= 19M 

1969 

89.8 

2.5 
45.4-
0.6 
2.2 

20.6 

6.7 

0.8 

0.1 

0.2 

0.5 

0.6 
0.1 

1.2. 
0.3 
1.3 
1.0 
3.4 
1.5 
0.8 


49.0 


3.8 
8.3 
0.8 

20.8 

1.5 
0.9 
1.9 
0.5 
6.9 
1.8 
1.8 

9.5 

5.1 
0.3 
4.1 

1.0.4 
7176 

- Cntal Bank*On C 

1970 

92.8 

2.2 
35.0 
1.4 
0.2 
0.1
 

32.1
 
6.0
 
1.3
 
0.5 

_ 
3.6
 
0.5 

. 
0.8 
0.5 
0.6 
1.2 
2.6 
1.8 
2.4
 

64.3
 

3.8 
9.8 
0.6 

26.7
 
2.0 
1.2 
2.5 
1.3 
9.4
 
2.5 
4.5 

7.7 

3.9
 
0.1
 
3.7
 

13.8
 

dm0nnt 
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7. Nicaragua: Trade with Central America 
(Millions of Dollars) 

Imports 

1970 
 50.0 


1969 
 42.0 


1968 
 46.0 


1967 
 42.0 


1966 
 31.6 


1965 
 21.4 


1964 
 14.3 


1963 
 7.4 


1962 
 5,3 


1961 
 2.9 


1960 
 2.8 


SOURCE: Indicadores Economicos 1970 - Central Bank 

'
 

Exports Balance 

46.1 - 3.9 

31.0 -11.0
 

24.0 -22.0
 

18.0 -24.0
 

16.2 -15.4
 

12.4 - 9.4 

7.1 - 7.2 

4.8 - 2.6
 

3.5 - 1.8 

2.8 - 0.1 

2.5 - 0.3
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8. 	 Nicaragua: Trade with Central America 

(Thousands oF Dollars) 

1969 1970 

EXPORTS 	 - FOB 

Costa Rica 13,675 18,381 
El Salvador 6,524 7,811 
Guatemala 5,083 7,250 
Honduras 6,402 12,614 

Total 	 31,684 46,056 

IMPORTS - CIF 

Costa Ria 12,742 13,927 
El Salvador 11,856 15,425 
Guatemala 12,883 15,729 
Honduras 4, 738 4, 926 

Total 	 42,219 50,007 

BALANCES -

Costa Rica 933 4,454
 
El Salvador -5, 332 -7,614
 
Guatemala -7,800 -8,479
 
Honduras 1,664 7,688
 

Total 	 -10,535 -3,951 

SOURCE: Indicadores Economicos 1970 -Central Bank 
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9. Nicaragua: Export- and Imports by Economic Sector 

CIIU DESCRIPTION 


Agric., Forestry, Fishing, Hunting 

Agriculture 

Forestry 

Hunting 

Fishing 


Mines and Quarries 

Manufactures 

Food products, except beverages 
Beverages 
Tobacco 

Textiles 

Shoes, garments, etc.-textile 
Wood & cork, except furniture 
Furniture & accessories 
Paper & paper products 

Printing, etc. 

Leather products, except shoes
 

and other articles 

Rubber products 

Chemical Products 

Petroleum & carbon products 

Non-metal minerals, except


Petroleum 

Metal industries 

Metal products, except


mchry & transp. equip. 

Machinery, except electric 

Electric mchry. &accessories 

Transp. equipment 

Other Manufactures 


Non-Spec. Activities 

Grand Total 


1/ Preliminary
 

SOURCE: Indicadores Economicos 1970 


( U dsoo',Dollars) 

Imports 
1969----19701/ 


6,356.5 9,111.7 

6,239.4 7,735.5 
111.7 1,374.1 


- -


5.4 2.1 

7,720.5 8,982.9 

162,344.2 	 180,606.1 

8,140.9 8,984.5 
887.1 1,087.1 
215.7 371.3 


13,263.6 16,082.6 

3,952.7 	 4,946.3 


527,8 629.0 

1,270.2 1,222.2 
5,450.3 6,030.4 

1,142.0 1,487.4 


312.2 320.5 

4,364.9 5,035.4 

33,797.6 38,908.0 
4,402.2 4,575.5 

3,565.1 4,081.7 
13,526.5 15,203.5 

8,748.3 11,296.7 
25,709.8 19,901.6 
12,914.8 15,404.5 
13,957.8 18,240.3 
6,194.7 6,797.6 

567.5 47.6 


176,988.7 198,748.3 


-	 Central Bank 

Exports 
1969"--t 1970 1/
 

78,092.3 80,783.6
 

76,878.6 77,225.3 
1,177.1 3,464.7
 

36.6 93.6
 

5,605.3 5,150.3
 

75,042.1 92,674.9 

44, 054.7 53,178.6 
36.1 30.7 
226.0 519.0 

3,256.5 5,796.4 
2,096.1 2,988.8 
2,797.4 3,843.3 
454.9 805.9
 
300.6 409.0
 
56.3 69.2
 

967.2 1,131.4
 
497.5 613.2
 

10,801.7 12,183.5 
33.5 238.2
 

1,066.7 1,689.3
 
5,468.0 5,499.4 

1,996.3 2,364.1
 
53.7 236.4
 

319.1 308.2
 
0.6 1.0
 

559.2 769.3
 

.7.9 13.5
 

158,747.6 178,622.3
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1960 1964 1965 1966 1967 1968 1969 1970 
vt-1uue va115 	 w" %07- d _G 

E (f.o.b.)
 

World Total 
 62.87 125.18 148.94 142.20 151.68 162.30 158.75 17B.'62 
U. S. 26.87 32.46 35.84 30.61 41.74 44.62CACM 	 50.60 56.02.53 7.12 12.40 16.17 24.64 0.24 46.131.68Geran 8.68 2a.48 47.85 42.27 c .57Gemany 	 42.35 28.87 n.a.8.81 24.14 21.26 21.03 20 '5 17.81 17.32 n.a. 

Word Total 71.71 137.03 160.28 181.92 203.90 184.64 176.99 19S.75 
U.S. 37.75 64.20 75.53 83.00 87.60 69.58CACM 	 66.64 72.02.78 14.30 21.39 31.65 42.37 46.17 42.22 50.0Gemany 5.56 10.67 10.37 12.53 13.92 11.19Japan 	 12.38 n.a.8.31 11.404.67 	 9.91 13.38 13.96 12.67 n.a. 

Truk Balance 

World Total - 8.84 - 11.85 - 11.34 -39.72 - 52.22 -22.35 - 18.24 - 20.13 
U.S. - 10.88
Gay- - 31.74 - 39.69 -52.39 -45.85 -24.95 -16.05 -16.0.25 - 7.18 - 8.99 -15.48 -24.12Germany 	 - 21.53 -10.45 - 3.95+ 3.25 + 13.47 + 10.89 + 8.50 + 6.48 + 6.62Japan 	 + 4.95 n.a.4.01 + 20.17 + 36.45 + 33.36 + 32.19 + 28.40 + 16.20 n.a. 

SOURCE: (1) Memorias: Direccl6n General de Aduanas; (2) Comerclo Exterior: Central Bank and Ministry of Economy(3) Zurtery Bulletin, Central Bank. 
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11. Nicaragua: International Reserves as of December 31, 1970 
(Millions of Dollars) 

1965 1966 1967 1968 1969 1970 

Gold and Foreign Exchange 
Holdings 

Central Bank 57.2 57.9 27.2 48.27 43.66 48.70 

Commercial Banks 5.4 7.0 4.1 5.97 4.44 5.67 

Total Gross Reserves 62.6 64.9 31.3 54.24 48.09 54.37 

Short Term Obligations 

Central Bank .9.41 8.59 - 2.80 16.33 16.46 4.36 

Commercial Banks 24.97 

Total 34.38 48.85 35.69 53.13 53.48 39.28 

Not Reserves, exclu. IMF 
Position 36.56 22.55 - 9.10 15.36 7.86 15.09 

Net Position with IMF - 8.43 - 6.49 4.75 -14.25 -13.25 - 8.00 

Net Reserves, incl. IMF 
Position 28.13 16.06 - 4.35 1.11 - 5.39 7.09 

SOURCE: Central Bank 
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Prol.
Thousands of Cordobos Actual Actual I1965 79 H967 W T YM 

A'11m n mMn-
A. 	DIRECTIncomeTAXATIONTax 
 53,217 61,280 
 69,503 52.3Personal Property 	 50.1 55.110,962 11,729 12,500 13.0 12.8Real Estate 	 14.416,006 18,891 19,645 25.6 23.4Real EstateTransfer 	 30.81,792 2,311 2,616Capital 	 593 

2.8 3.2 4.1225 91Inheritance 	 - - 1,223 1,471 2,000 2.1Vehicle Registration 	 1.4 2.03,050 3,428 4,285 3.8 4.5 4.2 
Sub-Total 86,843 99,335 110,646 99.6 95.4 110.6 

B. INDIRECT TAXESImport Dutfes (ons. fan) 169,205 157,898 152,497 150.1Export Duties 	 135.9 158.17,551 9,792 10,348Consumer and Excie Taxes 	 7.6 7.3 7.8140,675 154,697 160,802 167.4 201.3 225.5Fiscal Monopolies (grs)
Other Revenues (o.,tel,	 6,859 7,271 7,520 7.9 8.0 8.7telephone, other misc.) 32,264 34,101 31,535 35.7 41.3 51.3 
Sub-Total 356,554 363,759 362,702 368.7 393.8 451.4
 

TOTAL ORDINARY REVENUE
 
NIs
emomest,- -eta;
RlnOe Rood 166 116 084Inter-American Highway - 4,151 2,897Other Special Receipts 706 7,335 5,274 1.8 3.0 8.8 

Sub-Total 872 11,602 8,251 1.8TOTAL ALL REVENUES 	 3.0 8.8147X7W 4M- M 47U7- 43 
SOURCE: Central Bank for 1968-1970; previous years from Government Accounting Office; adjusted by USAID/N. 
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13. 	 NICARAGUA: CENTRAL GOVERNMENT OPERATIONS 

(Millions of Cordobas) 

1965 1966 1967 1968 1969 1970Ordinary Revenues 
443.4 467.8 476.0 465.3 429.9 570.8 

Current Expenditures 
321.7 377.3 448.8 429.6 460.9 485.0 

Surplus on Ourent Account 121.7 90.5 27.2 35.7 32.0 85.8 
Investment 

113.0 147.0 147.2 96.6 113.3 164.5 
TdrdlExpenditutes 1/ 434.7 524.3 596.0 526.2 574.2 649.5 
Deficit/Surplus 

+ 8.7 - 56.5 -120.0 - 60.9 - 81.3 - 78.7 
Domestic Borrowing (net) - 0.4Foreign Borrowing (net) - 5.8 11.2 4.9 6.4 17.215.7 49.1 52.6 51.1Drawing on Bank Deposits 	 28.7 62.0 

-
 -
Transfers and Others 	 - 9.1
0.9 11.6 8.3 -

Net Change in Cash Balances 2/ - 31.5 1.6 51.6 4.9 37.1 

Amortization (memo 	item) - 8.7 56.5 120.0 60.917.2 	 83.622.9 23.9 29.2 	 30.0 31.8 
1/ Monopoly expenses excludeJ !in. both revenues and expenditures; (b)Amortization not included inexpenditures; () Quotas paidas capital contribution to Internatit)nallending agencies.
2/ This item includes F!kating D--! (=cashed GON checks). 
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14. Nicaragua: Factors Affecting the Money Supply, 1966-70 
(Millions of Corobas) 

1966 1967 1968 1969 1970 

a) Foreign Assets (net) 24.2 -163.9 -239.6 -290.9 -228.9 

b) Domestic Credit 934.3 1,118.2 1,188.7 1,291.5 1,358.9 

1. Claims on Government (net) 8.1 39.249.3 32.9 43.2 

2. Claims on Official Entities 40.7 61.7 53.7 78.2 72.5 

3. Claims on Private Sector 885.6 1,007.1 1,102.2 1,170.1 '1,247.2 

c) Quasi-Money 195.2 226.1 258.0 260.9 310.0 

d) Other Items (net) 198.2 187.5 183.5 204.4 220.0 

Money Supply 565.1 540.7 507.6 535.3 600.0
 

Demand Deposits 338.6 318.4 299.1 316.8 349,0 

SOURCE: IMF for 1966 and 1967; Central Bank for 1968, 1969 and 1970. 
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(Thousands of Cordobas) 

Commercial 
Short-term 

Long-term 

1968 

131,369 
131,369 

-

1969 

DECEMBER 

140,518 
140,518 

_ 

1970 

140,675 
140,675 

1970 1971 

JANUARY 

143,517 146,002 
143,517 146,002 

1970 1971 

FEBRUARY 

140,272 146,435 
140,272 146,435 

Agricultuml 

Short-term
Long-term 

Livestock 
Short-term 
Long-term 

Industrial 

Short-term
Long-term 

Other 

Short-term 
Long-term 

Total 
Short-term 
Long-term 

442, 935 

310,986
131,949 

225,267 
58,364 

166,903 

273, 878 

173,776
100,102 

8,569 
1,414 
7,155 

1,082,018 
675,909 
406,109 

458, 998 

297,176
161,822 

211,122 
56,968 

154,154 

301,808 

180,143
121,665 

8,520 
1,362 
7,158 

1,120,966 
676,167 
444,799 

472, 856 

264 830 
209,026 

222,715 
62,170 

160,545 

318,614 

169,536
149,078 

654 
-

654 

1,155,514 
636,211 
519,303 

464,740 

301,376
163,364 

208,619 
55,731 

152,888 

310,727 

189,608
121,119 

6,897 
291 

6,606 

1,134,500 
690,523 
443,977 

468,883 

259,858 
209,025 

221,392 
61,144 

160,248 

325,578 

175,560 
150,018 

645 
. 

645 

1,162,500 
642,564 
519,936 

442, 923 

274,967 
167,956 

205,268 
54,227 

151,041 

315,082 

191,466 
123,616 

655 

655 

1,104,200 
660,932 
443,268 

434,484 

225,090 
209,394 

224,392 
63,785 

160,607 

326,750 

177,206 
149,544 

638 

638 

1,132,699 
612,516 
520,183 

SOURCE: Indicodores Economicos 1970 - Central Bank 
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16. 	 Nicaragua: Monetary Pinorama 

(Thousands 3f Cordobas) 

1969 1970 Diff. 

1. International Assets (net) -290, 897 -228, 918 61,979 

(a) International Assets 
Central Bank 
Commercial Banks 

523, 172 
492,119 
31,053 

623, 629 
583,913 

39, 716 

100,457 
91,794 
8, 663 

(b) International Liabilities 
Central Bank 
Commercial Banks 

814,069 
273,022 
541,047 

852,547 
314,892 
537, 655 

38,478 
41,870 

- 3, 392 

2. Internal Credit 1,291,510 1,358,912 67,402 

(a) Central Government (net) 
Credits 
Deposits 

43, 231 
69,777 
26, 546 

39, 243 
65,965 
26, 722 

- 3, 988 
- 3,812 

176 

(b) Official Agencies 
Loans 
Investments 

78, 203 
77,820 

383 

72,496 
72,175 

321 

- 5, 707 
- 5,645 
- 62 

(c) Private Sector 
Loans 
Investments 

1,170,076 
1,120,969 

49, 107 

1,247,173 
1,155,514 

91,659 

77,097 
34,545 
42, 552 

3. Other Assets (net) 86,870 105,982 19,112 

4. ASSETS = LIABILITIES 1,087,483 1,235,976 148,493 

5. Money in Circulation 
(a) Bills and Coins 
(b) Sight Deposits 
(c) Other Monetary Liabilities 

535,288 
218,477 
294, 198 
22,613 

600,020 
250, 956 
330, 200 
18,864 

64,732 
32, 479 
36, 002 

- 3,749 

6. Non-Monetary Liabilities 260, 896 309, 960 49, 064 
(a) Savings & Long-term 

Deposits 
(b) Other 

224,570 
36, 326 

267, 073 
42,887 

42,503 
6, 561 

7. Capital and Reserves 291, 299 325, 996 34,697 

SOURCE: Indicadores Economicos 1970 - Central Bank 
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(Millions at Cordobas 

1965 
Value 

1Y69 1 1965 
Structure 

MYI Iw 

FoodstuFfs 
Boverages 
Tobacco 
Textiles 
Shoes and Dress Garments 
Wood and Cork 
Furniture and Accessories 
Paper and Paper Products 
Printing, Publishing 
Hide and Hide Products 
Rubber Products 

601.7 
124.8 
60.8 
71.8 
84.5 
30.3 
20.1 
14.8 
j5.3 
16.6 
6.2 

1,040.9 
194.2 
77.1 
93.5 
93.9 
56.1 
42.5 
27.7 
24.0 
24.2 
12.8 

1,203.6 
207.4 
19.8 

107.2 
102.2 
64.1 
46.1 
27.3 
26.7 
27.9 
14.1 

42.92 
8.90 
4.34 
5.12 
6.03 
2.16 
1.43 
1.06 
1.09 
1.18 
0.44 

46.13 
8.61 
3.42 
4.14 
4.16 
2.49 
1.88 
1.23 
1.06 
1.07 
0.57 

47.41 
8.17 
0.78 
4.22 
4.03 
2.52 
1.82 
1.07 
1.05 
1.10 
0.56 

Chemical Substances 
and Products 

Petroleum Products 
160.2 
41.8 

246.8 
66.0 

305.9 
91.5 

11.43 
2.98 

10.9A 
2.93 

12.05 
3.60 

Mineral Products -
non-metallic 

?Mtal Products 
Machinery and non-electrical 

39.9 
65.1 

70.4 
83.3 

81.2 
98.7 

2.85 
4.64 

3.12 
3.69 

3.20 
3.89 

equipment 
Tmrportation equipment 
Various 

4.7 
13.7 
29.5 

28.3 
17.8 
56.8 

26.9 
27.2 
60.9 

0.34 
0.98 
2.10 

1.25 
0.79 
2.52 

1.06 
1.07 
2.40 

TOTAL 1,401.8 2,256.3 2,538.7 100.0 100.0 100.0 
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18. 	 Nicaragua: Value of Agricultural Production 1/ 
(Thousands of Cordobas) 

(Current Prices) 	 1960 1968 1969 1970 

Corn 136,554 507, 351 404, 349 329, 138 

Coffee 101,473 173, 817 171,681 253,836 

Bananas 39,593 103,226 84,079 48,100 

Corn 36,007 111,569 129, 083 166,570 

Rice 44,600 106,871 121,848 132,915 

Sugar Cane 33,414 67, 391 71,677 76, 902 

Beans 41,783 73,183 77,066 118,246 

Sorghum 14,275 24,703 28, 487 27,471 

Tobacco 2,759 14,.936 18, 822 23,107 

Sesame 10,154 13,491 10,947 10,570 

Other 316,233 275,420 286, 882 294, 610 

Totals 	 776,845 1,471..958 1, 405, 188 1,450,273 

SOURCE: Indicadores Economicos 1970 - Central Bank 

1/ Series revised and adjusted to reflect calendar year. 
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19. Nicaragua: Area Cultivated (Mam:anas) 

MAJOR CROPS 

Cotton 

Coffee 

Bananas 


Corn 


Rice 


Sugar Cane 


Beans 


Sorghum 

Tobacco 


Sesame 


SOURCE: Indicadores Economicos 

Note: 1 Manzana - 0.7 hectares 

(See Table 20 for Production Data) 

1969 1970 

191,357 166,875 

143,126 147,692 

3,507 3,432 

366,496 348,201 

53,453 56,693 

47, 680 47, 786 

104,098 113,391 

80,330 69,496 

1,300 1,306 

16,530 .4,112 

1960 

94,756 

116,989 

11,508 


187,265 


29,619 

30,832 


55,866 

72,048 

556 


22,385 

1968 

208,373 

148,868 

3,402 

345,147 


47,807 


42, 878 

105, 652 

80,273 


1,704 


19, 801 

1970 - Central Bank 



23. Nicaragua: Indexes of Development 

UNCLASSIFIED
Annex IV, Page 41 of 42 

1. GIW (Constort 1958) 

Million CAdorbas 

1960 

2,458 

196 

2,617 

t962 

2, 889 

1963 

3,098 

1964 

3,284 

1965 

3,807 

t966 

3,918 

1967 

4,118 

1968 

4,342 

t969 

4,472 

1970 

Ia. Per Capita (Constant 1958) 1,742 1,801 1,931 2,010 2,065 2,320 2,318 2,356 2,407 2,402 
2. Agrlc. production-cro" 

(a) Old (Thous. Metric Tom): 
Rie, paddy 
Sorghum 
Corn 
Sea%,dry 
Cotton 
Cotton, seed 
Coffee 

33 
39 
99 
22 
28 
53 
22 

34 
39 

119 
22 
32 
59 
29 

39 
50 

123 
32 
55 
99 
26 

33 
49 

150 
29 
74 

128 
30 

44 
42 

142 
32 
92 

164 
32 

48 
47 

156 
36 

123 
206 
38 

53 
46 

169 
39 

114 
185 
31 

59 
49 

174 
42 
113 
186 
31 

67 
52 

200 
43 

101 
166 
34 

85 
56 

213 
44 
92 

151 
37 

107 
50 

228 
40 
68 

44 
(b)New (Thouw. Metric Tons): 

Tobacco 

a 

1 2 3 3 3 3 3 1.4 1.7 1.5 
2 3 8 14 34 38 25 

3. Other New Products: 

(Thau. Metric Tom) 

eef
Sh rmp , 18 20 24 24 33 36 

1.7 
343 

2.4 
2883 

2.7 

34 

3.0 

3553 
3.6 

38 

4. GDP (by sector) (Million 

Total (0)nstmt 1958)
Agriculture 
Mining 

2,473 
914 
42 

37.0 
1.7 

3,913 
1,278 

55 

4,033 
1,184 

60 

4,246 
1,188 

56 

4,324 
1,246 

55 

4,5w 
1,305 

61 

4,737 
1,301 

50 
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Manufacturing 
Comtruion 
Other 

5. Electric Power 

1960 

303 
104 

1,110 

1961 

12.1 
4.3 

44.9 

1962 1963 1964 1965 

500 
126 

1,954 

1966 

563 
163 

2,063 

1967 

641 
148 

2,213 

1968 

720 
144 

2,282 

1969 

828 
163 

2,210 

1970 

907 
161 

2,318 

Page 42 of 42 

(Million KWH) 180 200 210 250 280 311 366 411 484 551 571 
6. Health Facilities: 

Physicians -
Graduate Nurses 
Hospital Beds 

HealthPlanning& Familv
Centeri 

524 
200 

3,328 

560 
225 

3,350 

600 
263 

3,400 

635 670 
290 310 

3,500 3,600 

698 
353 

3,753 

833- 874 
380 358 

4,396 4,410 

883 
403 

4,795 

891 
662 

4,805 

n.a. 
n.a. 

4,764 

7. Classrooms 
3,650 3,705 3,850 4,000 4,150 4,298 

71 

4,696 

72 

5,100 

88 

5,358 

118 

5,647 
8. Roads - Miles: 

Total 

Paved 
Other Improved 
Unimproved 

3,829 

419 
1,175 
2,235 

4,036 

464 
1,336 
2,236 

4,045 

473 
1,336 
2,236 

4,050 

498 
1,325 

2,227 

4,051 

504 
1,320 
2,227 

4,027 

548 
1,304 
2,175 

4,144 

652 
1,317 
2,175 

4,277 

675 
1,427 
2,175 

6,268 

696 
2,348 
3,223 

6,718 

709 
2,567 
3,442 

6,960 

1,262 
2,237 
3,361 

SOURCE: S. S. Tables 




