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a. Strangther.ir.,.J Borrower's agricultural prograsn throush Improved coordination and 
Improved effactlveness)r technical assiitance by Sorrower·s various C!gencies, includ!ng the 
Ministry of Agriculture \:MAG) , the Price Stabilization Age.1CY (jNCEO, th" Aerarfan Insti
tute (IAN), end the De. fa!V;.lment Irwtlrute (iNfONAC1. 

b. Supportlngth.J acti:)ft pr(""grcm of Borrower submitted to ClAP sub-committee on 
Nicarogr.,.J In January i?68, and 

c. NIcaragua's eliminating III national deficit in food grains, cleveloplng feed re
sources and providing ~ome wrpln morgann iOl the needs of an expanding ecOtlur.,y. 

3. Amendment No.4 to the Loon Agreement, dated N.arch 'Zl, 1973, deleted the 
purpose CIS statod above and substituted the following: 

"The profect wi II contribute to expanding the avai labi IIty of production credit fOl'those 
crops grown by the small former, meeting the e!lq)anciirrg demand for primary food and feed 
grains, and supplying basic grain l~uirements of other Central American countries." 

4. Comments: 

of AID Loan No. 5204-L-022 c:::sl'.ad Juna 24, 19/4. the BNN had this to say: 

-III. The Relative Suc~ess of loan Objectives in 1973/74 

In 1973/74 the BNN used nearly one third of the total cgro-chen,ieal loan 
funds, at the serne time more than doubling the area financed in basic crops in 1972/73. 
The number of clients more than tripied, tnc amount loaned nearly doubled in.the one year 
period (s.ae Teble III on the next page). The Jarger increase in clients, outpacing area and 
the amount of loans wou Id indicate that the increase wes concentrated in financing small 
fanners, which is prechely the roct: 12,008 of tha 12,528 farmers finar.ced in basic crops 
In 1973/74 were small ;:armers financed by tne Kural C.·t:!dit Division of the BNN.II 

A summary of Tal Ie III from the sarne reperl follows: 

UNCLASSIFIED 

5 



MANAGUA TO .JD A -109 UNCLASSIFIED 

LOANS 
1973/74 197Z/73 

(000 of Cordobas) 

58,128 30,-650 

Table III 

Bosrc Crops 

Frnanclng Atea and Clients 
1972/73 and 1973/74 

MANZANAS 
1973/74 1972/73 

119,198 50,747 

CLIENTS 
1973/74 1972/73 

12,528 3,831 

3 

The BNN evaluation further concluded that the productivity of 8 NN financed fanners 
was greater than for non-aNN financed farmers. 

The volume of production credit avcilabie for the production of basic food and feed 
crops grown by the small farmer will co.,tinue to be maintained at a higher level as a result 
of the loan. Evaluation of tha loan was conductod by tlca 8NN: Executing Agel,t of the 
R-__ ....... ___ ...i _ •• _l .. _4': ______ ........ _;_",, __ , '"';_A, 1'\, '11""'1'\ ,. "..".,.. ."' ... "'" ,. -- .. __ • 
............ _., - .. ~ -."' .............. I ... ~"" •• ~ • ..,.., IVIW' ~IJ, I~"~, JUlY 4J:.J, 11/~, ana Juntt L:J, /'1/4 wer 
submitted to the USAID. 

This loan contained a nlJr.'lber of conditions, over which the Executing Agent had little 
or no control, including level of tax targets and collections and status of the curreni' account 
surplus which interfered teriously wirn the utHizotion of loan funds and the bjiDlillIdat>iUl 
implementation of the basic c:'opl project. When these fiscal provisions, over whiCh the 
Executing Agent had no control I were removed from the Agreement by Amendment No.4, 
the utilization of the loen balance was greatly facilitated. 

B. Review of Covenants 

All covenor'lts have been substantially mat or conrinued reporting and monitoring will 
be required as explained in this paroGreph and In C below. 

1. Section 1.2 The ?roject 

-Borrower will devote funds, equivalent in cordobas to the dollars disbursed under 
this Loan Agreement for the procurem~t of ferti lizers and ather agricultural chemical 
products, to an Increase in the capital of the BNN. The Natlonar Bonk of Nicaragua agrees 
to use In the strengthening of its program of agricultural production credit in support of the 
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basic crops, an amount no less tnan the InC"easIt I .. Ib capital resulting from thl. 
Agreement.-

4 

USAID's review c: tho 5NN audit re?ort dated December 31, 1973, concludes that 
(!60 ,857,304 hils been r(]corded by the SNN In accordanc6 with the Intent of tha capitall
zotlon project. According to the loon Agreement, the Increase in the capital of the SNN 
should be equivolent to the C1mount of doHars disbursed for the procurement of fertilizers 
and other agricultural chemical products. 

The amount of the capitalization proiect Is estimated CIS follows: 

Total amount disbursed 
Less amount disbur5ed for technical a$i!stance 

and related commodities 
Amount disbursed for procurement of agro

chemicals 

Amount of cepitalization project par loan 
agreement 

Amount of capitalization project rocorded at 
December 31, 1973 0_. _____ & ___ : ... _i: __ 4! __ ... i •• _ ':_ '~A 

....wI""' ........ '-II ... -t"".w ..................... ...".. ... • ',-r. 
TOD expired February 22, 1974 

2. Section 4.6 Utilization of Goods and Services 

$ 9,160,000 

290,000 

8,870,000 

8,870,000 

8,694,000 

176,000 

Technical assistance commod,tI~ procured with loan proceeds continue to be used 
for the project. 

3. Section 4~9 Maintenance and Audit of Records 

Records required by this section shall be maintained for five years fran the date of 
last disbursement, 3/20/74, or until all sums due AiD under this Agreement have been paid, 
whichever date shall firsi occur. 

~. Section 5.1 3uc!:-::etary and Q:-hcr Allocations for A!1 .. ieultural Credit 

Borrower will discuss in detail with AID during tne course of implementation the al
locations of agricultural ~redit to the vcrlous segments of the cgric;Jlturaleconomy_ Further
more, Borrower's Executing Agency, the National Sank of NJ~rcguo, notwithstanding total 
disbursement of loan fundi following this c:mendrnent, wi II continue on an annual basis to 
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Increase the volume 0:: credit availability above the level established in Section 3.5 
($10,000,000) I ror flr.,:lncing Borrower's producers of eligible crops under this project. 

5 

5. In accordance ,lith Section 4.10 of the Loan Agreement, the Bank will be requested 
to continue to provide AID an annual financial report, a pion for ecch crop year to include 
area goals for each eli::;ible crop .. quantities of ogro-chemicals to be financed, number of 
clients and amounts of credit expected to be made ovai lable for basic crop loans and an 
annual summary of loons made for eligible besic crops as defir • .:d in loon documents. 

C. Review of ~cporting Requirements - Section 4.10 

1. Monthly progress report requirements met. 

2. Annual financial report requiremei1ts will be satisfied through submission of the BNN's 
annual financial report for 1974. 

3. Quarterly shipping report requirements will be met through submission of a final 
shipping report. 

4. Finel project report - the loan evaluation report ?resented to the USAID on June 25, 
.. " .. , I • t . "'" •• I 1'\ I ,. ""'.. ...... - .' ~ :" 
,n"T .:Jy •· •• a ' .... Ull onol uaOI< a" I'", cClrCi9ua IS sarlsror:rory ror meeflng tnls requirement. 

5. Additional reporting requirements - it is recommended that the BNN continue fO 
provide AID with on annual financial report, a plan for each crop year, including 
estImates ::'y crops for areas, quantities of ogro-chemicals, clients and amounts of credit 
to be made available for' basic crop loans, and an annual summary of loans made for eligible 
basic crops as deiined in /oen documents. Such information will be necessary to determine 
compltance with the covenant contained in Section 5.1 of the Loan Agreement, as omended. 

D. Monitoring 

Reslduel monitoring will remain the responsi>ility of the Rural Development Off-jeer. 
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