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PART | - PROJECT SUMMARY AND RECOMMENDATIONS

A. Face Sheet Data.  See the preceeding face sheet for a summary of fiscal
data and the project purpose.

B. Recommendations.  The Mission recommends authorization of the stated fi-
nancing for a Rural Municipal Development Project to be implemented by the Gov-
ernment of Nicarague (GON).

1. Project Authorization. $3,500,000.  The loan will carry recom-
mended terms of repayment within 30 years, including a ten year grace period with
an interest rate of 2% per annum during the grace period and 3% thereafter. It is
expected that most (about $3.1 million) will finance local currency costs, with the
remainder financing foreign exchange costs. The Nicaraguan unit of currency is the

Cordoba (C$), and the rate of exchange is C$7. = US$1.00.

2. Terms and Conditions.  The project funding will be subject to the
terms and conditions specified in the draft Project Authorization (Annex D).

C. Borrower. The borrower will be the GON, Representing the GON, the
Campesino Welfare Institute (INVIERNO) will manage the Municipal Credit Fund
while the Ministry of Government will administer the Municipal Development and
Administration Program.

D. Project Description and Financial Plan

1. Project Strategy. This project will complement the GON's In-
tegrated Rural Development Strategy by strengthening the municipality as a local
developmental and service institution. This project is designed to improve the public
services which rural municipalities offer their constituencies both in the municipal
center and in the rural hinterlands. By promoting the development of the infrastruc-
ture and public services provided by the municipal government in market towns and
larger service centers, it is expected that an urban-regional spatial structure will
be created to provide viable marketing and support centers to the rural areas which
should promote decentralization and in turn lessen the current dependency of mu-
nicipalities on the central government.

2. Project Goal. The goal of this project is to improve the economic
well-being and living conditions of the rural poor in Nicaragua.
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3. Project Purpose.  The project purpose is to increase the accessibility
of public services provided by municipal governments to the people living in their
jurisdictions, especially the poor.

4. Project Components

a. Component One, Municipal Credit Fund.  This Project in-
cludes a continuing loan fund for municipalities to use in financing priority public
works. The objective of the credit fund is to provide an accessible source of funding
for projects that will assist in the development of municipal services with emphasis on
the poor. The Ministry of Government through its Municipal Developm:nt Department
(MDD) will identify, develop and propose for financing those projects which meet pre-
established loan criteria of economic and social benefit. The fund will be managed by
the Campesino Welfare Institute (INVIERNG). Asa part of its banking functions,
INVIERNO staff will review all sub-projects for financial feasibility.

This project will concentrate on funding sub-projects which directly
improve the efficiency of the production and distribution of agricultural products and
improve the living conditions within the municipality, A.l.D. funds of $2.7 million
will capitalize a portion of the rotating fund for financing eligible municipal projects.
The GON will provide $1.5 million in counterpart to further capitalize the rofating
fund. In addition, the GON will cover $350,000 in operating costs over the four-year
life of the project.  The municipalities will provide as counterpart approximately
$420,000 over the life of the project in the form of land, cash and in-kind services
(e.g., labor).

b. Component Two, Municipal Administration and Development
Program.  This component is designed to upgrade municipal governments which,in
turn, will be able to manage, more effectively and efficiently, the affairs of the
municipalities for the benefit of their residents. The MDD will be responsible for
providing relevant technical assistance and training programs which will broaden the
popular base of local government as well as upgrade the administration of the munic-
ipalities' public services and supporting financial systems. Field Monitors will be
assigned to Regional Offices where they will offer on-site technical assistance to
municipal officials.

The MDD will also be responsible for carrying out special and project
related studies during the implementation stage of this project. Studies dealing with
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unicipal legislation, tax codes, zoning ordinances, regional planning and urbon
planning are examples of the types of specific activities the MDD will carry out, In
addition, the MDD will perform feasibility studies for proposed municipal sub-projects
to determine their viability and priority.

A.1.D. funds of $800,000 will assist in financing the Municipal Ad-
ministration and Development Program of this project. These funds will finance tech-
nical assistance and training for both the MDD ond the municipalities and finance the
purchase of equipment and vehicles. The GON will provide $1,650,000 as counter-
part in the form of operating, training and office equipment costs for the MDD.

5. Financial Plan.  Based on the above components of the project, it is
expected that the A.1.D. foan and GON counterpart resources will be allocated ap-
proximately as follows;

(In U.S.$.000)

Uses of Funds A.l.D. GON MUNIC, | TOTAL
Component One: Municipal Credit Fund

a. Administrative Costs 350 350
b. Credit Fund 2,700 1,500 420 4,620

Component Two: Municipal Development
and Administration

c. Technical Assistance
1) To Municipalities 110 660 790
2) To MDD 150 150
b. Training
1) For Municipalities 360 610 950
2) For MDD 80 50 130
c. Commodities
1) Vehicles 80 80
2) Office Equipment 20 50 70
d. Administrative Costs 280 280
TOTALS 3,500 3,500 420 7,420

—M
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A.l.D, GON
% Not Counting Municipal Contrituion as
Counterpart 50% 50%
% Counting Municipal Contribution as
Counterpart 48% 52%
E. Project Beneficiaries, This project is designed to strengthen local gov-

ernmental institutions so that they can more effectively provide the public services
demanded by their constituency. The major beneficiary of this project will be the
poor. Per capita income in the rural areas of the targe’ regions is less than $120 for
over 70% of the rural population. It is estimated that 63% of the population in the
target urban areas have a per capita income of less than $210. The poor will have
increased access to basic public services (e.g., potable water, sewerage, roads,
electricity) which will improve the quality of their lives and, in some cases, increase
their real incomes (e.g., warkets, slaughterhouses). The project is structured so that
the municipal government will gradually evolve into an agent of change with a greater
popular responsibility for the overall social and economic development of its region.

F. Program Issues.  General issues related to this project concern the ability

of GON personnel to manage and evaluate the program and the range of activities

to be implemented over the four year period of this project. The managerial and insti-
tutional concerns are addressed in the section entitled Project Management Feasibility.
Other implementation concerns are the subject of Conditions Precedent fo Loan Dis-
bursement as outlined in the draft loan authorization contained in Annex D.

Organizational alternatives for the municipal development function in Nica-
ragua is of continuing interest. Under A.l.D. Loan No. 524-T-031, the GON chose
to administer this program through two distinct organizations, the Ministry of Govern-
ment and INVIERNO. This project proposes that more responsibility be programmed
for the MDD within the Ministry of Goverwnent, thereby leaving INVIERNO only a
banking role. It is recognized that the program still involves two institutions, and
the effectiveness of this arrangement will receive special attention by the GON and
A.1.D. in the annual evaluations of the project. As this program develops over the
next four years, there is a distinct possibility that the GON will consolidate the pro-
gram within a single Ministry or create an autonomous municipal development institution.
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A major issue in this project is the commitment of the GON to take legislative
and administrative measures to increase the autonomy and financial base of the munic-
ipalities.  The Technical Analysis scction of this paper discusses the status of munic-
ipal legislation and legislative changes that will be needed to increase both municipal
autonomy and the municipalities' share of central government revenues. The revision
of local tax codes to make them more progressive and up-to-date is discussed as a major
activity under Component Two. The GON has already begun to take steps to improve
municipal autonomy and finances by up-dating municipal tax codes and drafting new mu-
nicipal legislation. This project will support these beginning efforts and provide the
necessary assistance fo insure they have an equitable and beneficial impact upon the
municipalities.

G, Overall Project Committee

GON Project Committee

ie Atilio Bravo INVIERNO
2. Jose Esteban Castillo INVIERNO
3. Fégot Bohorquez Ministry of Government
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PART Il - PROJECT BACKGROUND

A. Integrated Rural Development Strategy

Since the completion of the Nicaraguan Agriculture Sector Assessment, it has
become increasingly clear that development of the agriculture sector, which is a basic
goal of the GON's development strategy, is a function of a longer, infinitely more
complex process of rural development., Vast potential for agricultural development
exists in Nicaragua. An agricultural frontier on the Atlantic Coast covering an areq
of over 61,000 square kilometers (larger than the remainder of the country) is virtually
unfarmed, not to mention the improvement in yields which could be obtained through
more modern cultivation practices. However, converting this potential into a devel-
oped agricultural sector requires more than a focus on farm land; it also requires larger
and more effective investments in people. Thus, Integrated Rural Development has be-
come the key strategy for implementing the GON's Agriculture Sector Policy.

The first objective of this policy is to "improve the standard of living of the
rural population through greater access of the population to the flow of goods and serv-
ices and through increasing the participation of rural inhabitants in decisions which af-
fect their well being." In a larger sense, therefore, the GON's Integrated Rural De-
velopment sector strategy involves a major effort to restructure all pertinent public
sector policies, institutions and activities at both the local and central government
levels so that these become more aggressively responsive to the needs of the people,
especially the rural poor. Stated in another way, the results of the GON's Integrated
Rural Development Strategy should be measurable in terms of better education, im-
proved health and nutrition, increased participation in public affairs, better clothing
and more udequate shelter, as well as in terms of additional production, higher yields,
increased farm incomes, more foreign exchange eamings, and larger contributions of
the agricultural sector to the total economy.

1. Framework of the Strategy. Three intrinsic constraints conditioned
the design of the Rural Development Strategy. One is the dispersion of the rural poor.
Nicaragua has the largest land area (48,000 squ. miles) in Central America; it also
has the lowest population to land ratio (33 pei square mile). The second constraint is
economic. The financial resources required to reach massive members of rural poor
over widely dispersed areas are distinctly limited. Finally, and most importantly, is
the unforgiving complexity of the nature of poverty and therefore the design of ef-
fective programs to help the poor.
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In recognition of the above, the GON postulated the following development
premises:

a. It is held that poverty is caused both by a lack of financial
means and a set of conditions including, but not limited to deficient education, in-
adequate nutrition, high morbidity, and inadequate shelter.

b. Given the economic constraints and the comiplexity of the prob-
lem, programs designed to attack poverty must be integrated and complementary in such
a way that the outputs of one become inputs for another. It follows that programs de-
signed for short term impact must also be valid in the long term.

c. In view of the dispersion of the rural population, program re-
sources should be concentrated first in Regions V and Il successively. These two regions
are endowed with abundant natural resources but are also the home of at least half of
Nicaragua's rural poor.

2. The Integrated Strategy. It was obvious at the outset that the GON
had two broad alternatives. The first would have been to initiate a major development
thrust through the municipal governments. This strategy would have had the advantage
of proximity to the rural poor, i.e., using institutions closer to the poor. Further, it
could have served well to involve the people in grassroots participation in both the
political and developmental processes.

Unfortunately there were serious historical and programmatic obstacles with
this approach. The resource base at the municipal levels of government is low; plan-
ning and programming falent is virtually non-existent and even in the larger cabeceras,
municipal administrative procedures are at best rudimentary. Although, historically,
the independent municipalities have been an important local entity, they have be-
come thoroughly dependent upon the central government for almost all physical facil-
ities from major infrastructure to minor maintenance. Asa result, government planners
opted to start with a top down strategy for rural development but at the same time rec-
ognized the importance of working with the municipal governments.

The GON, therefore, has adopted a strategy to extend integrated, bureaucrat-
ically streamlined systems for the delivery of credit, education, health and nutrition
services and better rural municipal government to the rural poor in selected regions
until members of the target group have the means and conditions necessary to help
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themselves up from poverty to progressively higher levels of well being, The major
components of this strategy are as follows:

a. Restructuring the Public Agricultural Sector. The Ministry
of Agriculture's (MAG) strength has been in operational programs and services but
none of these have heretcfor contained the right mix of properties needed to reach
the rural poor. lts short suit has been in planning, a facility urgently needed to
develop studies, prepare project design and evaluate rural development programs.
The Ministry proceeded, thersfore, to strengthen its planning capabilities with the
formation of DIPSA and to create new autonomous "Institutes” to carry on ifs oper-
ational responsibilities with greater indeperidence and flexibility.

The Institute of Campesino Welfare (11VIFRNO) was the first of the
new operational entities crecied by the MAG. INVIERNO was chartered to provide
any type of service necessary or contract for the provision of services with other
entities in the public or private sectors to improve the lives of the rural poor. |ts
top priority was to help increase the net disposable incomes of the rural poor. To
start with, INVIERNO needed to gain the confidence of the campesino in Regions
Vand li. Thus, it employed and trained a cadre of Agricultur.’ Generalists called
(AGROMOCS) to enter rural communities and form or activatc community agricul-
tural committees or juntas comunale:. The'  -ommittees, in turn, brought together
poor farmers into groups to participate in discussions of their needs and in quick suc-
cession to take part in programs arranged by INVIERNO, e.g., adult education pro-
grams in agricultural practices und marketing techniques, preventive health care pro-
grams organized by INVIERNO through the Ministry of Health, etc.

At the same time, INVIERNO organized a "banking” service to provide
credit to the rural poor. Its clients (called socios or members) are the poor farmers or-
ganized by the AGROMOCS and local communities. One of the key innovations pro-
vided by the banking facility is a flexible repayment system for credit which tends to
reduce the possibility that bad seasons would further impoverish INVIERNO's members.

The INVIERNO mandate also was supported by funds to implement a
rural access road improvement program and to initiate a Rural Municipal Development
Credit Fund. The Rurce! Municipal Development component is in the early stages of
implementation, whe,ecs the rural road function is well along in the planning stages.
In summary, the public agriculture sector and the INVIERNO program were endowed
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with an early mandate to extend beyond their sectors into health, education, infra-

structure and municipal development. As these sectors become reorganized to attend
to the rural poor in Regions V and II, INVIERNO will be able to expand its program
into new areas.

b. Health and Nutrition, The second major ingredient being
folded into the overall strategy is a rural health pregram, which was designed to
begin implementation during the second and third years of the program in Regions V
and Il. The purpose of this program is to extend, improve and integrate health serv-
ices for the rural poor. The MCH, which has had previous experience in community
development, is training health promoters to work with the campesinos in rural com-
munities. These promoters, working with INVIERNO's Agromocs, will form health
committees, in many cases from members of the agricultural committees. The com-
mittees in turn will encourage the campesinos to take advantage of health services,
training, etc. Included will be efforts to provide basic health education, deliver
basic environmental sanitation services (potable water and latrines), and strengthen
the rural health referral system. In this way, rural health activities will build on
the efforts of INVIERNO and the Agromocs in ‘tural community development to assure
that oenefits of the health program are efficiently and effectively delivered to the
rural areas.

A follow-c. rontribution to the Rural Development Strategy is a multi-
sectoral nutrition program. Based upon a newly established national food and nutrition
planning mechanism, this program will, in part, help to upgrade, through a variety of
educational means, the food habits of rural dwellers; help increase the availability of
food for their consumption; and extend maternal child health and related services fo
target communities, This progrom will work with and through the health commitiees
to develop capabilities at the community levei to monitor nutritional status and to
evaluate the effectiveness of the GON's program to improve the nutritional status of
the rural poor.

c. Education. The fourth major facet of the Rural Development
Strategy is the more difficult program of educating the target population. The purpose
of the program is to develop or improve educational programs for rural adults, adoles-
cents and children. Directed to the Regions V and Il, this program will strengthen
existing schools, develop more relevant curricula, teaching and learning materials
for adolescent and primary school systems and orcanize adult education courses.
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Following the lead of INVIERNO and the MOH, the Ministry of Education will em~
ploy a teacher's aide to work in each of the rural communities. By the time these
aides are in the rural areas, most communities will he' 2 active agriculture and health
committees. Thus the organization of education committees, which will have more
responsibility than other committees, should be less difficult. Their task will be to
feed back ideas into the curricula development process, monitor the new education
program materials, organize construction and maintenance of school facilities, and
encourage community participation in the education programs.

The Agromocs and the Health promoters will also play a major role in
the education program. Both will assist in the preparation of adult education programs;
both could be used as guest teachers, and both should be important sources for the
articulation of new ideas for curricula development. In addition, the warehousing and
distribution system initiated by INVIERNO will be used in the early years of the pro-
gram for the distribution of educational materials. The Education program scheduled
to begin in mid 1977, is designed to fully capitalize on the slowly expanding horizons
which are developing among the rural poor as a result of the INVIERNO and MOH
efforts,

d. Rural Municipal Development.  The fifth component of the
Rural Development Strategy is the proposed Rural Municipal Development program.
This component is designed to improve services of municipalities to their constituencies
residing in the municipal center and especially those in the rural hinterlands sur-
rounding the center. By promoting the development of the services provided by the
municipal centers ~ whether they are market towns, service cei.iers or secondary
cities -, it is expected that an urban-regional spatial structure will be created to
provide marketing and support centers to the rural areas which should promote decen-
tralization and in turn, lessen the current dependency of rural municipalities on the
central government. Although the GON's Municipal Development Strategy is evolving,
its first concern is with the poor in the rural municipalities and with the development
of a horizontal thrust to reach the poor through local institutions (which have popular
representation).

Thus, the Municipal Development Program includes at the outset a
credit fund to finance projects such as better marketing facilities, slaughterhouses,
and other essential public services. The program will also provide training and tech-
nical assistance fo improve the administration of the municipalities (county seats of
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government). In time, the municipal governments should become responsible for the
maintenance of physical facilities, such as rural schools and health facilities, and

may take over the distribution of school materials. Further, the municipalities may
provide campesino legal aid in licensing small farmer business enterprises, property
assessment, title clearances and other land purchases or rentuls transacted by the rural
constituents. I is expected that this program will benefit by added revenues generated
by the overall Rural Development Program. More importantly, the experience in civic
affairs gained by the agricultural, health, and education committees will tend to assure

that municipal government becomes more representative of, and responsive to the needs
of its constituency.

3. Integrating the Components, By the time the Rural Municipal De-
velopment program is in place, INVIERNO will initiate delivery of a second set of
services. Scheduled for implementation in the fourth year of the integrated program,
this set of services will be designed to channel the additional incomes of the rural poor
into new equity investments. The strategy wili ke to capture some of the additional
income earned by the rural poor through the production credit programs and parlay these
into investments in home improvements, small farm enterprises, and land purchases.
INVIERNO will make new lines of credit available to the rural poor to facilitate this
process. At this point, too, INVIERNO will begin divestiture of some of “ts input
supply and distribution facilities. These facilities will become small farm enterprises
which are owned and managed by INVIERNO members (socios).

The most crucial test of the GON strategy will occur during this phase of the
program. If the health and nutrition interventions have nct decreased morbidity, or
if the education program has not provided relevant new learning experiences or ex-
panded the horizons of the poor, and if the campesinos lack ccnfidence in the will
and ability of rural municipal governments to protect their interests, it is unlikely that
the target group would willingly risk investing its small additional income to achieve
higher levels of well being. This is the point in the GON's strategy at which all
components should converge to help lift the rural poor to a higher set of living con~
ditions and economic well being. If the strategy succeeds, INVIERNO over time will

be in a position to organize its withdrawal from some of the target areas in Regions V
and .

4, Replication.  There are no certain fail safe mechanisms to insure the

success of these efforts. Frequent evaluation and many tactical corrections are foreseen
in the execution of the GON's complex but innovative Rural Development Strategy.
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However, if it is successful, the all too vicious circle of poverty will be replaced by
continuous improvements in the quality of life for the poor. Certainly the campesinos
should benefit from increasing access to the flow of goods and services and from their
greater participation in the decision-making process. But in the longer term, there
should be measurable improvements in the health and education, as well as in the
housing, clothing and home conditions of the target population. And if in the medium
term, there are measurable increases in the levels of productivity, income and em-
ployment, as there should be, the GON plans to replicate the strategy in other regions.

B. Overview of the Municipal System in Nicaragua
1. Historical Development
a. Colonial Period. Municipal organization (i.e., concentration

in an urban community) was a natural and characteristic development in the early history
of Spanish coloniczation in the New World. Spain was a country of urban centers largely
due to the wars of the Reconquest and the necessity to settle in towns for protection a-
gainst the Moors. As Spain colonized the New World, urban communities became the
dominant type of political and social organization. Municipalities were establish=d in
the very first days of the conquest, drawing support from aboriginal labor in the fields
and mines. It has been said that, in the Spanish colonies, the population of the country-
side grew to meet the needs of the urban centers.

During the colonial period, the foundations for the current system of
municipal government were established. An intendente system of lozal government
provided for the division of Nicaragua into nine (9) basic local government jurisdictions.
The intendente represenied the Crown at the local level. He was supported by a system
of locally elected municipal councils. Elected for one year terms, each council con-
sisted of one or two mayors, ¢ secretary, a representfative, councilmen, and a justice
for agricultural matters. This system represented the beginning of local self-govern-
ment.

The major functions of the municipality were broader than those of the
present: distributing land, imposing taxes, raising a militia, providing building permits,
maintaining jails and roads, and supervising local market prices. Even then, the munic-
ipal government was characterized by inadequate funds to provide these services. The
municipality generated very little revenue through municipal taxes. Most revenues
came from renting common lands controlled by the local government.

The municipality did plan a decisive role in the colonial period none-
theless. First, it was the one local institution that had continuity and was not a simple
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appendage of the Spanish crown. Second, it was the sole governmental entity where
American-born Spaniards retained a large degree of active participation.

b. Independence Period.  With independence, the local
government system in Nicaraguc nrovided continuity of government at the
community level as various systems of federal government for all of Central
America were tried and failed. This was followed by a period of civil war
between the forces of Granada and Leon in Nicaragua. This conflict was resolved
with the Constitution of 1858 and the establishment of a new national capital in
Managua.

The Constitution of 1858 divided the country into departments and municipalities.
Each department was administered by a prefect, appointed by the central government.
Prefects supervised the municipalities, local justices and police within their jurisdiction.
Although the military commander and the principal justices in their area were legally
independent, the prefect influenced their octivities to a considerable extent. The prefect
became the chief executive - a little president - in his department.

The municipalities, following the colonial practice, continued to be
governed by elected coucils consisting of a mayor, councilmen, a sindico (trustee)
representative and their alternates. Smaller villages called pueblos were governed
only by a mayor and his alternate. Major decisions of the municipalities were
often made by populor vote after an open meeting (cabildo abierto), attended by
the public.

Municipal councils established local boards for specific functions. In times
of financial need, a finance board would be formed to raise revenue for a special
purpose. When public buildings or churches were destroyed, reconstruction boards
were formed. Local boards also functioned at the departmental level. Two of
the most important and continuing local boards were for charity and education. The
charity boards supported local hospitals, cemeteries and other public welfare
activities. The education directorate was composed of five locally elected members.
It met twice a month to direct the work of the public schools in the department.

2. Curr:nt Status of the Municipalities.

a. Description of the Municipalities.  Nicaragua is currently
divided into 129 municipalities (similar to U. S. counties) and the National District of
Managua.* Of these, 16 are departmental capitals. According to the 1974 Constitution,

* Based on Anuario Estadistico, 1975.  Best data available on population in
municipalities.
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the municipality is the main administrative unit at the local level and has executive

power to meet the needs of the people living within its jurisdiction. This responsibility
includes both the urban center plus the surrounding rural population and lands.

The Ministry of Government is charged with the responsibility for determining the territorial
limits of the municipalities. By law, a municipality must have a total population of

at least 5,000 people, although in fact 36 municipaliiies with 8% of the population

have less than that amount. Two of the municipalities (Managua and Leon) have populations
of over 100,000 or about 26% of all Nicaraguans. 16% of the population live in

six municipalities with populations in the range of 40 -~ 100,000 people. The bulk

of Nicaraguans live in municipalities with combined urban and rural population ranging

from 5,000 - 40, 000.

b. Municipal Structure.  The focal point of the municipality
is the cabecera municipal which is the urban center of the municipality. Surrounding the
cabecera are small communities which range from 5 = 50 houses. These small communities
in descending order of importance, are called comarcas, cacerios and valles. Each
division is headed by a political official. In the department, it is the governor; in
the municipal center, the mayor; in the comarca, the judge and sheriff and in
the caserios and valles, the assistant sheriff. Only the mayors are elected, with the
governors, |udges and sheriffs being appointed by the Executive Branch of the
Nicaraguan Government.

The Government of the municipality is centered around the Municipal Council
which is made up of three members: the mayor, @ trustee (sindico) and a
treasurer. They are all elected by popular vote for a three year period. The mayor
and treasurer represent the party which receives a majority of votes. The sindico
always represents the party which is second in the popular vote. Each member of
the Council has an alternate who is elected with him and serves in his temporary or
permanent absence. To be elected amember of a municipal council one must be
a citizen of over 21 years of age, be secular (a layman), know how to read
and write, have resided in the municipality for at least five years, and not be
in arrears in his or her taxes.

The mayor is responsible for the execution of all laws and regulations of the
municipal government, the supervision of all local work programs, and the resolution
of municipal conflicts. The sindico is responsible for all the administration of justice.
The treasurer is responsible for all municipal property and revenues.

Other municipal employees are appointed by the mayor in accordance with the
appropriate provisions of the law. In small municipalities (less than 5, 000 people)
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these typically include a municipal clerk, a porter (general messenger and assistant),
and at least one tax collector, In the larger municipalities a full range of positions
are staffed in relation to the functions and services of the municipality.

The functions of the municipal councils include the following:

1

2)

3)

4)

5)
6)

7)

8)

9)

10)

Prepare and revise the municipa! tax ordinance
(plan de arbitrios).

Prepare the annual budget for ordinary and extraordinary
expenditures.

Organize the necessary staff to carry out local ad-
ministration,

Prepare regulations to insure public safety and protect
the public morality.

Provide essential public services.
Expropriate land when necessary for public purposes.

Authorize contracts for local public works and public
services,

Promote public education, cultural activities and
health services in the locality.

Maintain fire equipment.

Provide for the general improvements of the local
area.

Additionally, a revision of the Municipal !aw has been proposed (See
Section [V, B.2.) which will enable municipalities selected by the Ministry of Govern-
ment (based on local importance and income) to:

1)

Form municipal planning advisory boards of three
qualified local people;
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2) Establish an Urban Planning Office; and
3) Set up municipal archives.
The proposal will also revitalize the cabildo abierto. Municipal coun-

cils will be encouraged to hold open meetings so that the general community can be-
come more involved in local decision-making.

c. Municipal Relationships with Governmental Agencies. The
Ministry of Government is the primary agency of the central govemment in relation to
the municipalities. It is responsible for approving their budget and tax ordinances.
The Ministry also approves all municipal investments of over $700 in the departmental
capitals and over $140 in the other municipalities. The Ministry establishes both de-
partmental and municipal boundaries and generally supervises municipal activities.

The Court of Accounts (Tribura! de Cuentas) is the fiscal audit agency
for the municipalities. It supervises all aspects of the operations of the municipal
treasury, auditing accounts, checking on the adequucy of financial and property re-
cords, and reviewing all municipal contracts.

The basic law governing the municipalities provides that they will co-
ordinate their services with other agencies of the central government operating in their
jurisdictions. These agencies include the national water authority (DENACA), the na-
tional electric authority (ENALUF), and the Ministries of Public Works, Health and
Education.

C. Local Constraints to Municipal Development

The municipal system in Nicaragua has historically been weak in its ability to
provide services to its inhabitants. Since the municipality has not been considered as
a focal point for local development, it has not received support from either private or
governmental institutions. Three major deficiencies have acted as constraints to ade-
quate municipal development. These are (1) a lack of infrastructure and adequate mu-
nicipal services, (2) weak municipal finances and (3) poor municipal administration.

These deficiencies are closely interrelated, and together they create a

vicious circle of underdevelopment for the municipalities, especially the
smaller and more rural municipalities where this project will focus. These
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municipalities provide minimal services which create citizen resistance to paying
taxes. Poor municipal revenues, in tum, prevent the municipality from developing
the administrative systems and attracting qualified personnel who could develop the
projects and public services ne-'=d by the community.

1. Lack of Infrastructure and Adequate Municipal Services.
This problem includes shortcomings in basic social services; in economic infrastructure
and public services; and in commercial and industrial development.

a. Basic Social Services.  The assessment carried out
by the Ministry of Government and INVIERNO in October, 1976 revealed that both
Regions V and || are characterized by high rates of illiteracy. In the Central Highlands
(Region V), the percentage of illiteracy is 64%, and in the Central Pacific area
(Region 1) including the Managua area the percentage is 45%. These percentages
compare with a national average of 47%. In spite of efforts being made by the
central government, the smaller urban centers and rural areas in these regions are
short of both primary and secondary schools as well as vocational training facilities,
which could provide short courses in industrial arts, crafts and pracrical, work-related
training. As a result, illiteracy is compounded by a great shortage of technical personnel
to provide specialized, development-oriented services.

The same shortages exist in the area of health services. The great majority
of health centers, hospitals and other health facilities are concentrated in the
two or three localities which are departmental capitals. Even these centers are
inadequately staffed and equipped to meet the needs of the public. In the
great majority of the municipalities there are no hospital facilities at all; and,
all considered, there is less than one hospiial bed per 1,000 persons. The unequal
distribution of medical facilities is considered to be an important factor in the
continuing rural to urban migration in Nicaragua,

In housing, more than half of the homes in Regions Il and V lack potable
water. In the smaller urban centers scarcely one-third of the homes have potable water,
and in the hinterlands the number of homes with potable water is negligible. Those
without must carry water from uncontrolled and frequently polluted wells, rivers
and other sources. Sanitary facilities are similarly lacking in a mojority of the
homes,especially in the smaller communities. The vast majority of the communities have
no sanitary sewers and few have storm sewers. Less than one third of these communities
are served by two other basic services: garbage collection and public lighting.
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b. Economic Infrastructure and Public Services.  Only
two municipalities in these two regions, both departmental capitals, have intra-urban
bus service. Automatic telephone service is also limited to the few departmental
capitals. The other urban areas are served by manual systems or by none at all. Most
municipalities in the two regions have elactricity either from the national system
(ENALUF) or from municipal or private electric plants. The ENALUF system reaches
more municipalities in Region Il than in Region V.

One of the principal problems confronting the municipalities is the
lack of access roads within their jurisdictions. Road repair and construction
is frequently cited by community leaders as one of the key needs facing
their area.

The 1976 study of the municipal situation in Regions Il and V also indicated
that the quality and coverage of municipal services varied in direct relation to the size
of the municipal burgets in each case. In general, only the major municipalities
provided services to over 70% of their population. Many municipalities reached less
than one-half of their citizens with any significant public services and the smaller,
more rural municipalities often reached less than 30% of their people.

Municipal services are inadequately planned, both for their current operation
and for projecting future needs. Little attention is given to population growth and migration
as factors affecting mnicipal services.

The municipalities do have a strong desire to invest their limited funds in
public works. However, the majority of these investments are in municipal parks
and urban beautification. In large part, this is due to small amounts of funds,
available for investment at any one time,which do not suffice for the construction
of higher priority public works. Thus many public works, such as markets and access
roads, traditionally have been considered beyond the capacity of the municipality,
are left to central authorities or are not undertaken at all.

c. Commercial and Industrial Development. - The
departmental capitals,in each case,have greater commercial and industrial development
than the other municipalities in these regions. The smaller municipalities frequently
have little or no industry and only a limited number of commercial enterprises. [ndustries,
such as exist, in these communities are typically of a handicraft nature.

Wholesale markets for agricultural products and for other goods are concentrated
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in the departmental capitals. Often these cities have ten or more types of wholesale
commercial services. The smaller municipalities, typically, have only retail com~
mercial sales and limited agricultural marketing opportunities. Municipal markets
are found more frequently in Region 1! than in Region V. The majority of the markets
are located in the departmental capitals.

2, Weak Municipal Finances.  More than 70% of the municipalities in
Regions V and || have budgets of under C$300,000 (US$42,000). Only the depart-
mental capitals have budgets of over C$1,000,000 (US$140,000). In the past three
years the municipalities in Region Il have more than doubled their budgets, while in
Region V the budgets of a majority of the municipalities have increased by less than
70%. Much of this increase is attributable to updated municipal tax codes. The
budgets of the smaller municipalities have grown at a faster rate than the larger mu-
nicipalities, but neither have the revenue base required to provide an adequate range
of public services.

The principal sources of municipal revenue are taxes on commerce, gasoline
and sales taxes. These represent 78% of uil municipal revenues collected in the
country. Public services and licenses are other important sources of municipal in-
come. The lack of industries in most municipalities prevents this from being a larger
source of revenue, nor is there a general property tax for the municipalities.

Municipal borrowing from private banks, national public credit institutions or
international sources have not been extensively used for the financing of municipal
public works. Only the larger municipalities are able to meet the stringent conditions
levied by these institutions on municipal borrowing. If credit were available on fa-
vorable terms, it is anticipated that the municipalities would use it to initiate long
term capital investments which will allow them to meet their infrastructure needs sooner.
The smaller municipalities, in any event, will have sharply limited credit capacity and
in many cases will need to expar.d their revenue base in order to take advantage of
credit availabilities.

Municipal revenue ordinances (planes de arbitrios) are in many cases out of
date and do not realize current revenue potentials in the municipalities. These or-
dinances often include fixed rates and revenue procedures which unnecessarily com-
plicate collection tasks. Other taxes are difficult to contrel and cerfain ones,
although ncluded in the ordinances, are not collected at all either because they
are impractical or because of negligence on the part of municipal authorities.

UNCLASSIFIED



UNCLASSIFIED

-15 -

Certain municipal taxes are resisted by the local population; but if services were improved
and collection was enforced, these taxes would be paid.

Many municipalities lack urban and rural property registers as well as
registers of taxpayers for various types of municipal taxes. The lack of these
registers seriously affects tax collection. The establishment of registers is an
important step to be taken in improving municipal revenue system.

The municipalities will benefit greatly from a technical assistance program which
will enable them to broaden their revenue base, collect taxes more effectively and utilize
their revenues for essential developmental services. One specific problem which needs
to be addressed immediately by the technical assistance program is the preparation of
municipal budgets. These are based on actual revenue collections of the previous year.
Eighty percent of the m'icipalities in Regions Il and V have increased revenues in
recent years but have budgets which restrict their expenditure to the levels of the
previous.year. As a result,they finish the year with cash balancesdue to inadequate
budgeting and planning.

3.  Poor Administration.  The inability of the municipalities to develop
and carry out significant development activities is also related to the lack of preparation
of municipal personnel.

a. Municipal Personnel.  The key municipal officers are
the mayor, the treasurer, and the sindico. As described earlier, these elected officials
are typically assisted by a clerk, a messenger/general assistant, and two or more
municipal tax collectors. These municipal employees are appointed by the mayor.
In many cases there is considerable continuity of service,but a new mayor can and does
frequently change personnel at will. Only in the larger municipalities does the
staff include additional and specialized personnel. A larger municipality, for example,
may have an accountant and staff to provide specific services such as market operations.

In the smaller municipalities,the officers typically have only a primary
education. No systematic training now exists to orient them to their functions. The
Court of Accounts (Tribunal de Cuenta:) provides guidance on municipal tax collection
and bookkeeping through the periodic visits to the municipalities by their auditors.
The Ministry of Government provides guidance on the preparation of the annual
budget for each municipality and also assists on the revision of municipal revenue
ordinances. But these services, in the past, have been sporadic and inadequate to
meet the municipalities® needs. The deficient orientation of new municipal officers in
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their functions and lack of assistance in improving the general quality of muni cipal
administration havebeen especially noticeable and often criticized.

b) Project Development.  Most municipalities have had
no experience in developing public works type projects on their own, save
the most simple type of self-help construction. In most cases,public works have
been developed and constructed by agencies of the central government.

The municipal authorities in the departmental capitals and in a few
other larger municipalities have had some experience in project identification
and development. For the other municipalities considerable technical
assistance and training will be necessary to assist authorities identify priority,
revenue producing or social projects and to enable the municipalities to
follow through with feasibility studies, project design and implementation,

D.  Rural Municipal Development Project Strategy.

1. Introduction.  The first approximation to the Rural Municipal
Development Project Strategy described herein came as a result of the Agriculture Sector
Assessment and was subsequently articulated in the Rural Development Strategy  Since
then, the GON has undertaken an Urban=Rzgional Sector Assessment. Although the
Urban-Regional Assessment has not yet been released, the Mission has been apprised of
the principal findings and recommendations. Two of the three major recommendations
contained in the Urban-Regional Assessment strongly support the rural municipal
development approach outlined in the Rural Development Strategy. The third recom-
mendation suggests that the Municipal Development Strategy should in the near
future evolve into a broader based regional and inter-regional strategy affecting
the urban populations in the medium and larger cities. In summary, it seems
apparent that the recommendations contained in the Urban Regional Sector Assessment,
which are discussed more fully in succeeding paragraphs,are complementary and fully
compatible in terms of activities and timing.

2. Rural Municipal Development Strategy.  The basic strategy of
this project is to enable fhe rural municipalities in Regions V and Il to increase the
accessibility of the poor, especially the rural poor, to the flow of goods and
services required to improve the quality of life in the rural areas. Stated in another
way, the rural municipalities should,over a period of years, take on the
characteristics of mtional government in microcosm, with a direc’ and indirect
role in many government functions and development needs. This doesn't mean
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that municipalities will assume from national ministries or specialized agencies full
responsibility for health, education or economic development but rathar that they

will begin to work together in a partnership born of mutual respect, strength and
concern to solve the major problers of their citizens. It means that the municipality
will pay more attention to the development of cll its area and all jts people. It means
that the central government will pay more attenticn to the municipalities. Specifically,
it means that the GON will implement a strategy for using the municipalities; that it
will assign them specific roles within the National Development Plans; that it will
assign them significant permanent portions of national revenues collected at the mu-
nicipal level; in short, that it values them as a developmental instrument.

This horizontal concept responds to the ever increasing demands for solutions
to hundreds and thousands of local deveiopment problems - demands which central
government agencies working out of the capital city cannot hope to keep up with
without a local partner or agent who funnels information, pressure and lessons of ex-
perience between the central government and the citizens of the municipality.

The GON's Rural Municipal Development Strategy - and indeed the total Rural
Development Strategy - represents a dramatic change in the attitude of the government
toward development. Certainly the GON's traditional emphasis on municipal devel-
opment has been a vertical, wrickle down thrust with concentrated efforts in the larger
urban areas. Nonetheless, the GON recognizes that its strategy toward rural areas
must be backed up by projects which create an urban-regional spatial structure wherein
secondary cities and service centers provide a broader range of services for rural and
urban inhabitants.

3. Rural Municipal Development Project.  Two of the major recom~
mendations of the Urban Regional Sector Assessment are 1) that high priority should
be placed upon programs which attack the causes of poverty, increase capital for-
mation by the poor and involve the poor in the making of decisions which affect their
livelihood; and 2) that projects which strengthen the capability of local munic-~
ipalities and regional centers to provide public services and infrastructure for both
the rural and urban populations in their areas should be supported, These recom~
mendations are close parallels to those made in the Agricuitural Sector Assessment.
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The major emphasis of the proposed project in terms of project-related activities, is
on the small, rural municipalities.

The activities proposed for funding under this project will be concentrated in
the 49 municipalities located in Regions Il and V, excluding Managua. Only six
(6) of these municipalities are departmental capitals which have the characteristics
of regional centers. The total population of urban and rural inhabitants in these
areas is over 775,000 which represents 35% of Nicaragua's total population. The
breakdown by size of the municipalities affected by this project is as follows;

Range of Total Number of % of Total
Municipal Population Municipalities Population Pop. in Region Il & V.

0-5,000 13 36, 832 5%
5-10, 000 11 80,777 10%
10-20, 000 14 183,095 24%
20-40, 000 6 166, 557 21%
40-100, 000 5 307,922 40%
Over 100, 000* 0 0 0%
49 775,183 100%

The cabeceras municipales or municipal centers are the focal points of
a majur portion of the credit, technical assistance and training programmed in this
project. However, every effort will be made to encourage participation by the
smaller communities within the municipality since they will,in any, event benefit
from improved services and greater facilities in the eabeceras. The following
represents a breakdown of the population in the municipal centers in Regions |1
and V,

Range of Population in
Municipal Centers* No. of Municipalities

0-5, 000

5-10, 000
10-20, 000
20-40, 000
Over 40, 000

%‘mwwo&’

* Excluding Managuo.
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4, Secondary Urban Centers, A complementary approach to strength-
ening the urban centers as they relate o rural development is the Secondary Urban
Centers project. This effort will address the recommendation to develop regional
centers. Tentatively, this project will finance (1) secondary water and sewer lines
and home hook - ups, (2) home improvement activities and (3) private sector agro~
industry and small business investments. It will build on the organizational and
infrastructure base that will be developed under the Rural Municipal Development
project and will use the technical assistance and training experience gained by the
MOG in upgrading the administration of Secondary Urban Centers. The GON and
A.1.D. feel that these two projects are complementary and represent an effective
approach for addressing problems and potential of the municipalities. Both the pro-
posed GON efforts with the municipalities will attempt to reinforce a more horizontal
role for the municipality.

5. Decentralization.  The third aspect of the GON's strategy would
respond to the third recommendation of the Urbin Assessment which is to expand and
strengthen intra- and inter-regional economic linkages. This recommendation coin-
cides with the GON's desire to decentralize industry and commerce to secondary
cities and market towns to protect a portion of the basic economic activities from
catastrophic destruction such as that occurring in the earthquake of 1972, In
addition, this strategy should help to distribute more equitebly resources outside of
Managua, thereby promoting regicnal growth throughout the country. The decen-
tralization strategy would not be an uncontrolled ottempt to disperse activities all
over the country.  The Managua area will continue to be the prime location for
major industrial investment and economic activity. Nevertheless, this effort will
be a planned program of carefully controiled activities, polarizing around central
places that have potential for the economic growth,

The proposed Secondary Centers and Rural Municipal Development projects
will make the urban centers and rural areas better places to live and work. Moreover,
improved urban and rurel municipal administration and better efficiency in the rural
to urban linkages are essential steps in the decentralization of both the public and
private sectors.
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E.  Previous A.|.D. Experience. Assistance to Municipal Development
Institutes (MDI) has been an important ingredient in A.i.D. programs to Latin America.
The following section discusses an evaluation of that experience as well the two (2)
municipal projects undertaken in Nicaragua. These are a completed grant for municipal
improvement and the current municipal development component of the Rural
Development Sector Loan | (524-1-031).

1. Checchi Evaluation Municipal Development Programs.  Between
1969 and 1974, A.1.D. Tenf $18 million in support of municipal development institutes
(MDIs) in Latin America. Assistance was also provided in grants for pre-project
studies, technical assistance and evaluations of municipal development and public
administration projects.

In 1975, A.1.D. financed an evaluation by Checchi and Company of MDI
programs that have received A.[.D. support and financing.* Focusing on Costa Rico,the
Dominican Republic, Guatemala and Venezuela, the evaluation determined that
the A.1.D. financed programs met the broad, general objectives set down in the
individual project strategy statements. A.].D. supported projects channded resources
to small towns and secondary cities with the resulting effect of redistributing
national revenues and development resources. These efforts have also created
an increasing awareness of the relationship of local government to rural developrment
and strengthened the management ability of municipal governments.

The Checchi Evaluation did critize some aspects of the municipal development
programs, however. One major criticism was that too much attention was given to the
banking aspect of municipal development to the detriment of the institutional needs of
the MDls and the target municipalities. Most programs have received a strong project
focus, with technical assistance and training playing minor roles.

A second major criticism is that A.|.D. programs have the traditional or vertical
view of the municipality. The majority of all project activities have focused on the central
place (urban area),and little attention has been given to the surrounding rural area.
Sub-projects have been in the areas of sewerage, markets, water systems, street lighting,
etc. In a more horizontal view, the municipality would extend its role directly and
indirectly throughout its entire jurisdictional area. The development needs of both rural

* Gall, Pirie M., et al. Intercountry Evaluation of Municipal Development Programs

and Institutions, A.].D. Program Evaluation Studies, October, 1975,
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and urban areas would become the focus of the municipality's programs. Specifically,
the horizontal approach to municipal development implies more activity in the rural
part of the municipality's jurisdiction, especially in providing infrastructure to support
agricultural development programs. Additional discussion on the evaluation is
contained in Annex H.

The Checchi Report concludes that the MDI programs are reaching many previously
unassisted communities with basic urban services and facilities. In addition, steps are
being taken to improve the notoriously weak financial status of the local governments.
Recent evaluations show that sub=projects are limited to the urban centers of the
municipalities. As a result of experience and evaluations, municipal development
experts see the need to extend the impact of MDI lending programs, both
geographically and possibly into more economically productive sub-projects,
to the rurai areas surrounding the towns. Training and technical assistance
is taking place, but these activities have produced lit:le impact on the municipalities.
The reasons given are that training and technical assistance have been either overly
narrow in scope, or overly dispersed among the municipalities. The impact of these
programs has also been difficult to assessbecause the MDI has lacked a viable
evaluation capability.

The results of the Checchi Evaluction have been analyzed thoroughly by GON
officials,({opies in Spanish are available.) The proposed project reflects GON
reactions to the criticisms and recommendations in the evaluation. First, the training
and technical assistance activities will be required inputs info each sub-project.

The two components of this program are linked in such a fashion that it will be difficult
for one to grow at the expense of the other. Secondly, municipal leaders will be
encouraged, through their contacts with the technical advisors and in the training
program, to evaluate their responsibilities to the entire municipality and analyze

how the municipal government can better serve all its constituency.

2. Municipal Improvement Project Grant. The objective of the
Municipal Improvement Project was to improve the managerial ability of the
municipolities and help the municipalities obtain funding for infrastructure improvements
from governmental sources and private banks. A.l.D. assistance was limited to one,
long-term technical advisor over the life of the project. Because of the elementary level
of local government administration and the impracticality of dealing with many
municipalities as individual cases, the major advisory effort was devoted to creating
training and informational resources which would eventually reach all urban areas.
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The municipalities, with GON encouragement, formed a National Municipal
Association (NMA) in 1966. The goal of the NMA was to provide a central organization
which would (1) provide guidance in improving municipal legislation; (2) make
information and training materials available to the municipalities; and (3) conduct
investigations of problems offecting the majority of the municipalities. The A.|.D.
financed municipal advisor worked closely with the NMA and its Board of Directors.

The program's principal accomplishments were as follows:

a. The institutionalization of a municipal quota system to
support the NMA.,

b. Development of a model Local Government Revenue Plan.
c. Development of a Municipa! Budget Manual .

d. Training seminars for municipal officials.

e. Assistance in the design of municipal projects.

The NMA is theoretically still in existence. Although the municipalities should be
putting 0.25% of their revenues info the NMA, the truth is that most do not pay anything.
The balance in the NMA*s checking account is C$8,000 ($1,143). This money
has been collected over a four year period. The secretary of the NMA uses the

money to pay dues to international organizations such as the Inter-American Municipal
Organization (OICH).

Only minimal improvements in municipal administration and financial viability
were made during the four year life of the A.|.D. project. The project had its
greatest impact in the National District (Managua) where there were notable improvements
in the administration and operation of public work functions. Because the municipal
development responsibility was not adequately institutionalized in a governmental agency,
the work of the A.1.D. advisors has not been continued by the NMA or the
GON.

3. Progress-to-Date of the Rural Municipal Development Program.

a. Background.  The Rural Municipal Development Program was
formulated during the design process for the Rural Development Sector Loan | (RDSL )
in 1974-75. (RDSL | financed the reorganization of the public agricultural sector and
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the establishment of INVIERNO.) At the same time, it was obvious that the munic-
ipalities were underutilized resources and that a strong effort could convertthe mu-
nicipalities into effective developmental institutions. The strategy which evolved
was to develop market towns and regional service centers which would more effec-
tively serve the surrounding rural hinterland with basic foods and services.

As originally designed under RDSL I, the Municipal Credit Unit in INVIERNO
was to administer the municipal development program. As this unit gained experience
(1 - 2 years), it was to have been separated from INVIERNO to form the nucleus of a

full-fledge municipal development institution in the model of INFOM in Guatemala
or IFAM in Costa Rica.

During the detailed project planning phase of RDSL I, the GON decided that
the institutional design of the program needed to be changed. With A.1.D.'s con-
currence (amendment to loan authorization), the program responsibilities were divided
between two institutions, the Ministry of Government and INVIERNO. The major
reason for this decision was that the GON, at the highest levels, did not see the need
to develop an additional autonomous agency when institutions existed with the legal
authority to carry out the program. In addition, the GON felt the establishment of
a new agency would create an untimely and unnecessary drain on the budget.

In August, 1976, an agreement was signed between INVIERNO and the Min-
istry of Government which clarificd the responsibilities of the two agencies (Annex
1) Under the agreement, INVIERNO became the financial entity responsible for
the financial viability of projects, making loans and collecting repayments. The
Ministry of Government (MOG) assumed responsibility for providing technical assist-
ance and training to the target municipalities and for project identification, devel-
opment and evaluation as well as any special studies (e.g., regional plans, tax
codes, etc.) that are deemed necessary.

INVIERNO established its Municipal Banking Division in the spring of 1976
and proceeded immediately with in-depth studies of the municipalities in Regions |1
and V. Subsequently, the INVIERNO collaborated with the Ministry of Government
in the identification of organizational requirements and the preparation of a staffing
pattern for the Ministry's Municipal Development Division (MDD). The Director of
this new unit was appointed in January, 1977; and by February, the Municipal De-
velopment Division had been officially established. Since then, the MDD has added
2] professionals to its staff. The organizational structure and staffing pattern of the
MDD are shown in Appendix R and U, respectively.
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b. Program Development. The first priority of the MDD was
to design an organizational strategy which would impact in the shortest possible time
on the rural municipalities. To achieve this, the MDD contracted short term tech-
nical advisors to assist in the design process. The strategy formulated consisted of
two basic elements. The first was to provide a nucleus of the staff with an opportunity
to observe similar programs in other countries, to select four staff members from the
MDD's technical assistance staff for medium term training programs in the Instituto
Brasileiro de Administracao Municipal in Brazil, and to provide each staff member
with short term training courses (1-20 day) in the area of their specialization. The
second element of the strategy was to initiate a limited number of project immediately
so that the staff offices of the MDD could build their expertise around specific require-
ments in the municipalities. At the same time, it was recommended that the MDD
enter into agreements with other agencies, e.g., VMPU, and to locate and contract
additional technical assistance in certain specialized areas of concern.

Since the development of the program, observation visits have been
made to Venezuela, Panama, Costa Rica and Guatemala; three members of the staff
(two from the Technical Assistance Office and one from the legal office) have been
trained in IBAM, and every member of the staff has participated in university sponsored
short-term courses or seminars in their specializations. During the same period, the
MOG held a one half day meeting with the mayors in Region V to invite their partici-
pation in the project. Since then, the MDD has received eight proposals from the
municipalities. Of these, one has been rejected, one is in the final approval process,
three are in the pre-feasibility study stage, and two are in various stages of the
feasibility study process.

1) Technical Assistance Program.  The Technical Assist-
ance Division of the MDD is presently staffed by an economist, two accountants and
two management professionals. Although the technical assistance staff is not scheduled
to initiate its program until the first project has been approved, its staff has been in-
timately involved in the analyses (diagnosticos) of administration in five municipalities.
These studies have given the staff an opportunity to witness first hand the deficiencies
which are only too common in the municipalities in Nicaragua. The staff has also been
active in the preparation of the technical assistance and training plan for Matiguas,
which is scheduled for implementation after receiving a loan for a market in September.
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2) Training Program.  The Training Division is
stoffed by two professionals, an economist and an administrator. The MDD believes
this division needs additional staff and is in the process of establishing the needed
positions. The staff of this division also participated in the study of the five municipal
odministrations and have prepared a training program for Matiguas. It is expected
that the training division will work in close cooperation with national training facilities
at the public sector (CENCA) and university (INCAE) levels and with technical advisors
to develop its program curricula. Their program will include, interalia, courses in
Accounting, Budgeting, General Municipal Administration, Planning, Project Management,
etc.

3)  Special Studies Program.  The Special Studies Division
is presently staffed by three economists, an architect, two engineers and two draftsmen.
In the five months that this division has been staffed, these individuals have written
diagnosticos for five municipalities (see Annex  J ). In addition, they have
performed feasibility studies for the following three projects which are at various stages
of the appreval process: municipal market -~ Matiguas, street irprovement ~ Ciudad
Dario and a slaughterhouse in Masaya.

4)  Legal Program. The legal staff which consists
of two lawyers and a business administrator has been involved almost exclusively
in a review and revision of the municipal legislation. At present a first draft of the
revised legislation has been completed. While it is still too early to evaluate
these efforts, the MDD believes that the new legislation could have far reaching
effects upon the development of municipalities in Nicaragua. The legal office
also has prepared and negotiated an agreement with the Vice Ministry of Urban Planning
( VMPU) to acquire the latters assistance with the development of studies and plans for
physical facilities.

c. Future Activities under RDSL I. Table | presents the
disbursements and obligations under the Municipal Development component of
RDSL | as of July 31, 1977 and a time~phased disbursement plan of the remaining
funds.

1) Technical Assistance.  The technical assistance needs
of the program, especially with the MDD, are many and varied. The MDD has identified
and is in the process of contracting several individuals who will be assisting them in the
months ahead.

(@)  Municipal Development Specialist.
A U. S. contractor will make four trips to Nicaragua over a four month period

UNCLASSIFIED



UNCLASSIFIED

- 26 -

of fime to advise the MDD on their efforts to () design the develop management and
administrative system, (b) design and develop a program and project evaluation systems,
(c) design scopes of work for special studies that will be carried out, and (d) assess

the capabilities of local training and technical assistance organizations.

(b) _Municipel Development Specialist.
A highly esteemed Venezuelan with extensive knowledge of municipal development programs
throughout Latin America will be available throughout the life of this project for
short-term visits to assist the MDD in its overall program, including participation in
seminars ond training programs.

(¢)  Municipal Legislation and Tax Specialist.
A Guatemalan is being contracted to assist the MDD in reviewing the Nicaraguan laws
affecting municipalities especially those involving revenue sharing and taxation.

(d)  Accounting and Financial Analyst. A Costa
Rican, with previous experience in [FAM, will be contracted fo work with the
Technizal Assistance and Training Divisions to assist the MDD in designing a flexsible
accounting system for the municipalities which can be modified according to the
demands placed upon it. This individual will also assist in developing the accounting
methods training course for municipal officials.

2)  Troining.  The majority of the training funds will
be spent in the following manner. “Four MDD officials will be trained in IBAM
at a total cost of approximately $24,000. Six representatives of the MDD will
receive "on-the-job" type training from INFOM, the Guatemalan Municipal Development
Institute. This training will cost approximately $8,000. The Director, Deputy Director
and other key officials of the MDD will make observation visits to Guatemala, Costa Rica,
Honduras and Panama in order to familiarize themselves with those programs. The cost
of these trips is estimated at $8,000. The remaining funds will be used for other
short-term courses offered in other countries and in-country training.

3)  Equipment.  The equipment funds will be
spent by December. The MDD wilT acquire three additional vehicles for its
progrom and complete the remodeling and equipping of its central offices.

4)  Credit.  The credit component of this project

will be used for the first time in September of this year to finance the Matiguas market.
Feasibility studies are being carried out by the MDD on five projects with o
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These will be funded using RDSL | funds. The remaining

$335,000 of loan and counterpart funds will finance projects that are still in the iden-
tification stage. It is anticipated that these funds under T-031 will be fully committed
before the proposed loan is ready for disbursement. (See Section V.E. for conditions

precedent.,)

Table |

Obligation Projections

Rural Municipal Development Component - A.l.D. Loan No. 524-T-031

Funding Funds
Level Authorized

Approved Obligated

July, 1977 | July 31, 1977 | Aug-Dec.| Jan-March| April-June
Technical Assistance| $ 163,000 $ 20,000 $ 53,000 $ 45,000 $ 45,000
Training 75,000 15,000 25,000 35,000 -
Equipment 72,000 30,000 42,000 - -
Credit* 810,000 - 400,000 175,000 235,000

TOTAL: $1,120,000 $ 65,000 $520,000 $255,000 $280,000

A.1.D. funded and GON counterpart
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PART 11l - PROJECT DESCRIPTION

A. Goal and Purposes

1. Project Goal

The overall goal of the GON/A.1.D. programs that are supporting
the Integrated Rural Development Strategy is to improve the economic well-being
and living conditions of the rural poor.

In Nicaragua, the term rural poor encompasses the majority of the
people living in urban centers outside of Managua as well as the small farmer and
others not living in urban centers.l/ Generally the poor depend on agriculture
and the rural economy for their livelihood and work as small farmers, day laborers
and owners of small businesses. This rural person is characterized by low productiv-
ity resulting in low income, unhealthy living conditions, poor nutrition and health,
and extremely low levels of education. The major portion of this group has very
limited access to public services or resources, and lives on the margin of Nicara-
guan society, making little contribution as producers or consumers in the national
economy.

This Rural Municipal Development Project addresses a specific con-
straint to the attainment, by the poor majority, of an improved standard of living.
The constraint is the lack of an efficient governmental unit at the focal level that
can promote the development of its sub-region and provide necessary public serv-
ices. Historically, developmental assistance has come from the central govern-
ment (Ministries) in Managug but in most cases it has been inadequate, long in
coming, or just a promise. The municipality has not had the opportunity nor the
resources to play an effective role in the development of its district.

2. Project Purpose

The purpose of this project is to increase the accessibility of public
services provided by municipal governments to the people living in their jurisdictions,
especially the poor.

1/ Urban is defined in Nicaragua as localities with a population of 1,000 or more.
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At the present time, most.municipalities in Regions Il and V, where
project activities will be concentrated, are incapable of promoting development activ-
ities or infrastructure improvements. The local government is poorly managed with a
static orientation towards progress rather than a dynamic outlook fo the numerous pos-
sibilities for activities that will benefit their region. This inactive attitude is the
result of a lack of information, an historical dependence upon the central govern-
ment, the absence of a single ministry cr agency dedicated to the development of
the municipality as an integral part of the development of Nicaragua, and often on
the lack of competence on the part of municipal officials.

This project will confront the above problems with credit for public
and economic infrastructure, technical assistance ad training. These programmed inter-
ventions are meant to increase local revenues, improve management ability and in-
crease the number and improve the quality and accessibility of public services. These
end of project accomplishments will signify the initial step in making the Nicaraguan
municipality an agent of change in its micro-region.

B. Component One, Municipal Credit Fund

1. Description

The lending capital of the municipal credit fund will be increased under
this program in order to provide an increased source of funding for municipal projects
that will assist in the development of the urban center and rural hinterland. This com-
ponent will fund priority projects of a development or public service nature.

In accordance with the GON's Integrated Rural Development Program,
the lending activities will concentrate on Regions Il and V. The improvement in the
physical infrastructure of the municipalities is a complementary and necessary com-
ponent of the rural development program. Those projects that lead to increased in-
come or services to small farmers and non-fram rural poor will receive priority. These
include markets, slaughterhouses, and access road improvement. The social needs of
the urban centers will also be addressed under this program. Water systems, street im-
provements, electrification, and sewage and drainage systems are traditional municipal
projects which will be financed. Although these latter types of sub-projects do not
always provide an economic return, they do have a positive impact upon the goal of
improving the standard of living of the poor.
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The Ministry of Government, through its Municipal Development Department
(MDD), will assist the municipalities in identifying, developing and proposing for
financing those projects which meet pre-established loan criteria. INVIERNO will
serve os the financial institution. The Municipal Loan Department within
INVIERNO manages the day-to-doy operations of the fund. |ts primary responsibilities
are to analyze the financial feasibility of the proposed sub-projects, assist in the
preparation of financial plans ond provide credit for the implementation of sub=-projects.
The MDD''s field monitors will work closely with the INVIERNO promoters (Agromocs)
on the identification of municipal development needs.

The general criteria for approving sub=loans in order to insure that specific
project benefit the rural poor are as follows:

(a) A study of the financial, technical socio~economic and
environmental feasibility of the sub-project must be performed which clearly
demonstrates o beneficial impact on the poor.

(b) Sub-projects must be high priority within the range
of local community needs.

(c) Sub-projects should be consistent with plans and strategies
of regional and national development which relate to municipal development.

The following points further define the lending framework for the program;

a.  Eligible Municipalities.  The program will concentrate its lending
activities on the municipalities in the Central Pacific (Region I1) and the Central
Interior (Region V). tfforts will be made to encourage the development of sub-projects
in the smaller municipalities. At least 90% of all sub-projects will be developed in
those municipalities with from 1,000 to 40, 000 inhabitants in the urban centers (47
municipaolities).

b.  Loan Levels. Specific loan levels will be determined by the
feasibility studies which will take into consideration the financial viability of
the proposed project and the repayment capacity of the municipality.

c.  Eligible Sub-Projects.  The MDD and INVIERNO have ten-
tatively identified projects totalling $16 million. Further analysis, based upon accep ted
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loan criteria and the capacity of the institutions to implement this program over four
yeors, reduced the starting project demand to $4.2 million.

Self-financing projects (e.g., markets, slaughterhouses), will be given
top priority under this program followed by public work projects, e.g., water systems,
sewage and drainage systems and street and road improvements. The following is
on illustrative list of the types of sub=projects that will be financed under this
program, the projected number of sub=projects, their estimated value and their
impact (benefit incidence) upon low=income groups.

1) Market and Market Improvements, 15-Sub=Projecis,
$1.5 million.  Public markets are of direct beneft fo fthe poorer population of Nicaragug,
whether they are buyers or sellers. As buyers, the poor are able to purchase food and
the everyday necessities of life directly from the producers or market vendors with
low overhead costs. This enables them to avoid the higher "middleman" costs of
private commercial retailing channels (e.g., pulperias). By grouping vendors of
foods and other essentials together, the market also increcses competition which tends
to keep prices down for the consumer. The modern municipal market also improves
the hygienic conditions under which food is sold and has o positive health impoct for
the consumer.

As sellers, the public market helps the poor by providing them with
a low-cost method of selling their produce directly to the consumer. This enables
them, as ditect sellers, to receive all of the benefits derived from the same, rather
than having o separcte retailer derive an additional profit. In most municipal markets,
the producer or a member of his/her own family sell, his/her own products. These
"farmer " markets thus enable the producer to receive a larger return on his/her production.
The public market also serves as a consolidation point where small quantities of produce
can be combined to form a single wholesale shipment to the departmental capital or
Managua. This wholesaling function in large lots can improve efficiencies in getting
produce to large consumption centers and reduce potential wastage ot the local
market level .

On the social scale, municipal markets are the traditional places
for buying and selling by the poorer classes. In addition, the market serves as a gathering
place for the exchange of information and ideas, thereby having a positive social benefit.
Middle and upper-class people tend to shop more often in private, commerciol stores.
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Thug by their nature, public municipal markets particularly serve those at the lower
end of the social-economic ladder.

2) Slaughterhouses and Slaughterhouse Improvements, 8
Sub-Projects, $300,000.  Municipal slaughtert-ouses are similarly oriented foward
lower-class users. While upper-class people tend to consume more processed, canned
or frozen foods, lower class people without refrigerators, are highly dependent upon
local, easily accessible slaughterhouses for the continuous availability of low-cost meat
supplies. These slaughterhouses permit meat to be prepared and sold on a regular basis
under improved hygienic conditions. The accessibility of these sluughterhouses also
allows the small farmer-seller of a single animal to market his product on a more fa-
vorable basis. Without this facility, he might have to sell his animal to a trucker or
other middleman ata lower price or in many cases, lose money on the animal because
of weight loss in the overland trip to a more distant slaughterhouse. A more efficient
use of animal by-products can also be transferred into a higher price for the seller.

3) Water Systems, 10 Sub-Projects, $800,000. Sub-projects
under this category include the establishment, expansion and upgrading of municipal
potable water systems, and the upgrading and improvement of existing water treatment
capacity. These activities will imnprove water quality, thereby raising the overall
health and sanitary conditions of the community. Better access to water will increase
water consumption especially among low-income groups who previously had limited
access. Thus, increased consumption of safe potable water should result in higher
productivity and incomes.

4) Sewage :nd Drainage Systems, 8 Sub-Projects, $500,000.
Sewage and drainage systems will help reduce the exposure to health hazards in the mu-
nicipalities and reduce the exposure to the dangers of flooding, water-logging and
erosion. These sub-project interventions can generate valuable employment during
the construction stage and in the operation and maintenance of the system; improve
sanitory conditions; and improve the quality in the living environment, especially in
low-income areas. Improved drainage systems will have the most direct impact on the
poor. These improvements can be translated into increased personal capacities of
members of those groups receiving these public services which, in tum, should have fa-
vorable impacts upon productivity and incomes.

5) Street and Road Improvement, 8 Sub- Projects, $600,000.
The impact on the poorer people is less clearly identifiable with sub-projects such as
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street paving and curbing. Nevertheless, the streets where the more wealthy citizens
live or have their businesses in many towns are already paved. By extending street
improvement beyond these restricted areas, the municipality will tend to serve the
poorer section of the urban area, where the people now suffer mud, dust and other
health problems and cleaning expenses caused by the inconveniences of dirt

streets. Pavedstreets also improve drainage and facilitate cccessibility to public
transport (i.e., bus services).

This type of sub-project will also fincnce the purchase of road
maintenance equipment that the municipality will use to maintain the farm-to-market
roads in its jurisdiction. At the present time, these roads are poorly maintained and
restrict the movement of goods, services and people between the urban and rural areas
of the municipality. The rural poor will direclty benefit from this activity by reductions
in costs of marketing their produce because of time saved and the reductions of
spoilage between the farm and the market . Improved rural roads also increase access
to health centers, schools and agricultural input suppliers.

6) Others, 6 Sub-Projects, $500,000.  This category
includes those projects that have been idenfiFied as priority activities in a limited
number of municipalities. Electrification, garbage trucks, artisan centers,
transport terminals, industrial arts schools and public wash basins have been
identified as concerns in a number of municipalities. These sub-projects
will impact directly upon the poor by providing a healthier living environment
and increased employment opportunities.

Sub-projects not listed above will not be financed under this
program without prior approval from A.[.D. and evidence that they will have a direct
and favorable impcct upon low=income groups.

d.  Interest Rates. Self-financing projects (e.g., markets, slaughter~
houses) will be charged an interest rate of 14%. Sub-projects which are more service-
oriented (e.g., potable water, sewerage) will be charged 8%.

e.  Repoyment Period.  Repayment and grace periods will be
determined as a result of the findings of the sub-projects' feasibility study. Maximum
limits on the repayment period and the grace period are 20 years and 5 years,
respectively.

f. Technical Assistance and Training.  The MDD's technical
assistance and training program is tied directly to INVIERNO's lending program . Loan
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applications are not only considered on economic, social and financial grounds but
also in light of the findings of a municipal analysis. The analysis forms part of the
loan application and lays out an administrative improvement plan for the municipality.
The sub-projact loan agreements with the municipality specify that the municipal gov-
ernment formally agree to an appropriate technical cssistance and training program
worked out with the MDD.  Disbursements are made only if the technical assistance
and training programs are actually carried out.

g. Inspection and Supervision. INVIERNO, with the cooper-
ation of the MDD and other government agencies, establishes the procedures for super-
vising and inspecting the financed projects to insure that they are properly built and
put into operation. Section V. B. discusses this aspect of the program in more detail.

h. Municipal Counterpart, The municipalities will finance at
least 10% of the total projects' cost in fhe form of cash or in-kind resources. In some
cases, the central government may make direct transfers of funds to the municipality
fo assist in covering the financial burden of q specific project. For example, San
Sebastian de Yali may want to expand its water system and it has been determined to
be the top priority project in the municipality. Based on Yali's debt service capacity,
the municipality can not conceivably finance with its own revenues the total cost of
improving its warer system. With a guarantee from the central government, the my-
nicipality will loan finance the total cost of the project and on an annual basis funds
will be transferred directly from central government coffers to the municipality to
enable it to make interest and principal payments. This money will be placed in the
municipal budget and will be in the form of a grant. This transfer will be made with
public works projects and not those of the self-financing variety,

i. Suspension of Loans or Reimbursements. INVIERNO reserves
the right to suspend reimbursements and/or loans because of default, non-compliance
with conditions precedent or contracts and any other condition that was agreed upon
by both parties but not complied with by the municipality.

2. Inputs and Budget

Inputs to the first component of this project will be financed from
budgetary allocations from the GON to INVIERNO and from A.1.D. project funds.
Inputs by source and the estimated budget are as follows:
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a. GON Inputs.  The GON counterpart for this portion of the
project is composed of capitalization of the Municipal Credit Fund and operating costs
to manage the fund. Operating costs include personnel working in INVIERNO's Mu-
nicipal Loan Department and expenses associated with office space, computer time,
office supplies, etc. Two percentage points of the interest rate charged on sub-loans
will go to covering these operating and administrative costs.

The GON will provide the equivalent of $1.5 million to capitalize the
credit fund. In addition, the GON will finance $350,000 in opemting costs over the
first four years of the project. After the fourth,year the fund should generate sufficient
revenues to cover all operating costs.

b. Municipal Inputs.  The municipalities will be asked to provide
10% of the project cost as their counterpart to the loan.  This contribution will most
often be in the form of land or municipal labor, although, a municipality may be able
to contribute cash to the project. It is estimated that the municipalities will provide
$420,000 over the four year life of this project.

c. A.l.D. Inputs. The A.l.D. loan will provide the equivalent
of $2.7 million to capitalize the Municipal Credit Fund.

d. Budget. Aggregating inputs from the above sources, the Ludget
for this component is as follows:

Source of Funds

(In USY)
Uses of Funds A.l.D. GON Municipalities TOTAL
Operating Costs - 350,000 - 350,000
Municipal Counterpart - - 420,000 420,000
Credit Fund 2,700,000 1,500,000 - 4,200,000
TOTAL: 2,700,000 1,850,000 420,000 4,970,000
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3. Outputs and End of Component Status.

o.  Outputs. The GON and A.I.D. financed inputs will be
used to achieve the following inputs:

The following sub-projects will be constructed:

15 markets

8 Slaughterhouses

10 Water Systems

8 Sewage and Drainage Systems
8 Street and Road Improvements
6 Other types of projects

b.  End of Component Status. The end of component status is
o continuing loan system to fund essential public services provided by the local
municipal governments. Expanded municipal services will have taken place in
Regions 11 and V in support of the GON's integrated rural development strategy
to improve the quality of life of the rural poor.

C. Component Two, Municipal Administration and Development.

]. Introduction.

An important requirement under this program is the improvement of local
government administration and an increase in the municipal financial base. Municipalities
hove been a long neglected element of the Nicaraguan government structure; ond as a
result, the human copability at the local level is less than desirable. The GON is com-
mitted to a policy of strengthening the municipalities by the decentralization of
resources and functions. To accomplish this, a major effort needs to be made in
developing the human element at the local level and in assuring that the
municipality enjoys a greater role in the development of its region.

The Ministry of Government is legally charged with overseeing the budgetary
affairs of the municipalities. As an extension of this responsibility, the MOG is developing
a program that provides local municipal governments with appropriate technical assistance
ond training. The programs of the Municipal Development Department have as their major
objective the development of the municipality as a capable governmental unit which
represents the desires and addresses the needs of the populace.
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2, Technical Assistance Program

The technical assistance program has two principal objectives: (1)
to increase the financial base of the municipalities through legal efforts involving
legislation, tax codes, etc. and (2) to provide specific municipalities with technical
services that will assist them in improving their management of existing efforts and in
developing new ones.

a. Legal Assistance.  Assistance in this area will take three
major forms: (1) updating and revising municipal legislation at the national level,
(2) updating and revising municipal tax codes and developing mechanisms to insure
their effective and equitable enforcement, and (3) assisting the municipality in
providing legal aid and information to the poorest segments of the municipality. Na-
tional legislation dealing with municipal affairs includes a number of laws and decrees
which are not cataloged and for all practical purposes inaccessible to local municipal
councils. A compilation of municipal legislation will be accomplished as a condition
precedent to this program. The compilation of these documents will be distributed to
and discussed with the municipal leaders.

The major effort at the national level will be the passage of a unified
interpretative law that provides specific guidelines for the municipalities for the fol-
lowing activities:

1) Municipal taxes.

2) Rights to centrally collected revenues.

3) Budgetary responsibilities of the municipal
councils.

4) Revenue - sharing responsibilities of the central

government including direct transfers.

Each municipality has its own tax code which is in the majority of
cases based on historical precedent and not in step with local realities. The Ministry of
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Government has already begun to assist municipalities in updoting these codes, and
the results have been impressive. Municipal revenues have increased 100% in
some municipalities while the average increase is 75%. This program will take
further steps to revise and update these codes. Steps will be taken to insure that
collection practices are improved and that the municipality receives the necessary
legal backstopping in enforcing the law.

The final activity that will be encouraged through legal assistance is
the establishment, within the local municipai govemment, of an omsbudsmon
responsibility. The municipal government will be encouraged to provide legal aid
or assistance to the poor in their efforts to title property, appraise land, notarize legal
documents, etc. Local officials may not actually carry out all specific activities, but
they will become capable of facilitating information and guidance on these issues.
This activity will also be encouraged under the upcoming GON/AID Campesino Legal
Aid Program which will assist the rural poor in landlord-tenant relationships in eddition
to the mentioned issues. The municipality will again be backstopped by the
legal staff of the MDD.

b.  Regional and Community Development.  This second element in
the technical assistence program is designed to reinforce the evolving GON strategy
of getting the municipal government increasingly involved in the decisions and activities
which impact upon constifuencies. By the time this project begins to function in
the rural areas, GON supported agricultural, health and education committees formed
by the citizens in the rural municipalities will have begun promoting the interests
of the poor. The normal social dynamic of this process is resulting in the criteria
of pressures by these committees at all levels of government for programs and assisiance
which will help the poor. Thus, the central government is encouraging the municipalities
not only to take advontage of the opportunity for more popular participation but also
to become more oggressively involved in meeting the substantive needs of the
poor. Municipalities, in other words should become the leading advocates for their
constituencies.

This will require training and motivation sessions which will enable
municipal officials and leaders to broaden their vision of the responsibilities of the
municipalities toward the rural hinterlands. It will require increasing the use
of the cabildo abierto to facilitate the participotion of larger members of people
in local decision-making. And, if municipal leaders are responsive, it should
result in a more dynamic municipality, extending, and maintaining facilities and services
which help the poor to help themselves.
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This means that the municipalities traditionally passive role in
education, health ond road maintenance for example will be replaced by a more
active role of lobbying for better health and education programs; taking over
the responsibility for the maintenance of schools, health facilities as well as for
some rural roads and trails. [t means that the staff to accomplish these
endeavors will be augmented by community self-help efforts; and it means
that the annual budgets submitted by the municipalities will adhere more closely
to the needs and priorities of the rural poor.

c.  General Administrative Practices.  The majority of the
torget municipalities are managed in a very rudimentary fashion, which limits
their obility to respond to the municipalities® needs. This program will
improve the following administrative practices;

1) Accounting procedures will be modified and standardized
so that more up-to-dete and accurate financial statements will be available on which
management systems will be based. This activity will be closely coordinated with
representatives of the Controller General .

2) Municipal officials will be assisted in developing better
planned ond more realistic budgets that reflect the operational costs and capital invest-
ments needed to carry out municipal functions.

3) The management of existing public services will be
strengthened so that they are operated, efficiently ond effectively.

4) Personnel management, office maonagement, etc., will
also be additional areas of focus for the program.

d.  Sub-Project Design and Development.  The identification, design
and implementation of sub-projects is a cooperafive effort between the municipalities and
the government representatives. MDD personnel analyze the municipality s needs and
recommend to the municipality the specific types of activities that could address these
problems. Potentiol sub-projects are prioritized, and a specific intervention is
selected with the consent of all parties. The municipalities are assisted in completing
a feasibility study on the sub-project. The implementation of the sub-project
activity is also a cooperctive effort between the municipality and the technical
odvisors.
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The delivery mechanism for the majority of this technical assistance js
the field monitor system. Field monitors, with relevant academic backgrounds and
municipal training, cre assigned to a regional office. One will be located in Estelf
or Matagalpa (Region V), * and the other will serve Region || and operate out of
the Managua office. Each monitor will be assigned to specific municipalities and will
be responsible for activities carried out in those communities. The monitors will depend
upon backstopping from the Legal, Technical Assistance, and Special Studies Divisions
of the MDD to insure that municipal problems are adequately addressed. The monitors
will also work closely with the Training Division so that the courses and seminars
offered to municipal leaders are relevant and appropriately designed for their
audience.

3. Troining Frogram.

The objective of the municipal training program is to develop the ability
of municipal leaders to manage the municipality more effectively and in turn,
broaden the development role of the municipal government in its micro-region. Training
activities will be directed toward the representatives of the municipal councils, municipal
employees and other interested community leaders.

Training will be focused in two pPrimary areas: orientation and basic skills
and knowledge. Crientation training will be given to elected municipal officials and
staffs, community leaders, central government leaders and staff of GON agencies dealing
with municipalities to the present and potential role of municipal government in Nicaragua.
This training will be carried out through seminars, short courses, open discussion groups,
and, in special cases, domestic and foreign observation trips. Basic skills and
knowledge training will focus on those medium and sinall municipalities who lack
funds to hire full-time accountants, office managers, etc. and for whom the lack
of basic accounting, managerial and secretarial skills wreaks havoc on the day-to-
day financial and administrative affairs of the municipality.

The following is an illustrative list of the types of training that will be
offered under this program;

* To be established in early 1978,
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Orientation Basic Skills and Knowledge
Municipal Development Management of Public Services
Rural Development Budgeting
Community Development Accounting
Urban Planning Tax Administration
Regional Planning Municipal Administration

Public Relations

As mentioned previously, the training program will concentrate its activities
on Regions Il and V.

The training program will be administered by the Training Division of the
MDD. The Training Division will plan and execute the training seminars and courses
as well as evaluate them. |In order to implement this program effectively, the
Division Chief will work closely with the Technical Assistance Division, which
will be identidying training needs in the municipalities through the field
monitors.

The Training Division, working with specially contracted technical adyisors, will
develop relevont curriculum in cooperation with the other operational divisions of the
MDD. A logical outgrowth of curriculum development will be the production of manuals
for use in course instruction and as guides in the technical assistance activities of the
field monitors.

The Training Division will contract with local educational institutions (e.g.,
Agricultural Education Center, Polytechnical University) or local/foreign experts
to carry out specific courses or seminars for local leaders. As the staff of the MDD
gains more experience, certain members will be able to give workshops in their
speciality. However, it is estimated that over the life of this project the majority
of the municipoal training activities will be contracted to outside individuals and
institutions.

4. Inputs and Budget:  Inputs by source and the estimated budget for
Component Two are as follows:

a.  GON Inputs.  The MDD of the Ministry of Government will have
the responsibility for carrying out the Municipal Administration and Development component
of this project. Based on existing staff levels and operating costs and taking into
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consideration the gradual expansion of this program over the four year life of
the project, the GON has estimated its counterpart for this component to be
approximately $1.65 million. In addition, the ongoing costs of $511, 000 per
year after project completion will be met by the GON. A more detailed
breakdown of counterpart costs is presented in Section |V. A, 1.

b.  A.L.D. Inputs.

1) Technical Assistance.  Two types of technical assistance will
be A.1.D. financed under this component: (1) support for specific municipalities and
(2) assistance for the MDD. The A.1.D. loan will have 46 person/months of technical
assistance at a cost of $260,000. This assistance will be broken down as follows:

(@)  Technical Assistance for Municipalities (22 person/
months, $110,000). These funds will be used to finance technical advisors,
engineers, architects, etc. who will be contracted on o short-term basis to assist
a municipality with o particular problem. Although a majority of these situations
will involve sub-project feasibility studies, urban planning, cadaster
management and local tax codes are additional areas which will require
expert assistance. The MDD will carry out the contracting for these
individuals.

(b)  Municipal Development Specialist (18 person/
months, $14,000).  This individual will represent a continuation of the
Municipal Development Specialists that have been and will be contracted
using RDSL | funds. This generalist will advise the MDD on general
strategy and the day-to-day administration of the program. Special attention
will be focused on evaluation, coordination between operating agencies,
management systems and reporting.

(c)  Training Advisor (6 person/months, $36,000).
This position is also a continuation of the training advisor funded under
RDSL 1. Since the training of municipal leaders is a key activity in this
project, the Training Division will need periodic support from experts in
the field of informal training. This individual will concentrate his/her activities
on curriculum development, curricuum evaluation, training methods (i.e.,
seminars, workshops, roundtable discussions) and the production of didactic
materials.
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2) Training.  The A.1.D. loan will finance the training
program for the municipalities. Per diem costs for the students, educational material
costs as well as the costs of the instructor if he or she is not a member of the MDD
staff will be loan financed. It is estimated that the Training Division will develop
and carry out 8 - 20 basic skills and knowledge courses a year. The courses will
vary in length from 5 - 15 days, depending on the type and content of the course.
In addition, 3 - & orientation seminars will be given each year to which
municipal representatives from various sections of the country will be invited.
These seminars will be for one to three days; in addition to informing
municipal leaders, they will serve as a forum to discuss municipal development
problems and issues.

Based upon the detailed cost calculations siown in Annex K
A.1.D. will be financing $360, 000 in training costs over the life of this project.
The MDD will covenant in the loan agreement to continue the training program
after A.1.D. financing is terminated. Annual training costs after the life of the
project are estimated ot $200, 000.

A.1.D. will also loan finance the continued training of MDD
personnel. The staff development process will need to continue under this proposed
project, especially as the MDD staff is expanded and begins to confront a greatc.
number of complex problems in the target municipalities. The objective of the MDD
staff training is to increase the technical and managerial capability of the
organization.

MDD training will take three forms:

(@)  Short courses and :eminars in foreign countries (15
person/months, $45,000). I1BAM in Brazil and AVE( and FUNDACOMUN in Venezuela
offer periodic courses and seminars on topics relared to municipal development. Members
of the MDD staff have already participated in a number of these courses and have found
them to be valuable.

(b)  Observation Visits (12 person/months, $18,000).
Nicaragua is virtually surrounded by countries that have active and mature municipal
development programs. Observation visits to Guatemala, Honduras, Costa Rica
and Panama have proven to be worthwhile for the staff of the MDD. In addition to
short-term visits (1 ~ 3 days), the MDD has set up arrangements with INFOM
(Guatemala) and IFAM (Costa Rica) whereby, MDD technicians can spend up to
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three weeks working with their counterparts in the sister institution.

(c)  In=country training (280 person/days, $17,000).
This training is focused on providing a continising program of staff improvements
through attendance at locally held seminars and courses. These training activities
are sponsored by the Nicaraguan Chamber of Commerce, Central American
University, the National University of Nicaragua and the Central American
Business Institute (INCAE).

3) Commodities. ~ A.l.D. will finance the purchase of
vehicles to assist the MDD, “and especially the field monitors, in reaching the
municipalities with technical assistance. It is estimated that 10 four-whee! drive
vehicles will be purchased for the MDD at a cost of $80,000. In addition,
the A.1.D. loan will finance the local purchase of file cabinets, typewriters,
adding machines, calculators, drafting tables, desks, bookshelves, etc. as
the MDD expands its program. The cost of these items is estimd ed at $20, 000.

c.  Budget. Aggregating inputs from the above source and distributing
the GON counterpart between the two elements in the manner in which the counterpart

will be spent, the budget for this component is as follows:

Source of Funds

(In US$)
Uses of Funds A.l.D. GON TOTAL
Technical Assistance 260,000 660, 000 920, 000
Training : 440, 000 660, 000 1,100, 000
Commodities 100, 000 50,000 150, 000
Administrative Costs - 280, 000 280, 000
TOTAL 800, 000 1,650,000 2,450,000

5. Outputs and End of Component Status.

a.  Outputs.  The GON and A.l.D. financed inputs will be
used to achieve the following outputs:
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1) At least 80 sub~projects identified, designed and constructed.

2) An increase in municipal revenues.
3) Target municipeliti es using revised budget systems.
4) Target municipalities using improved accounting practices.
5) Municipal officials an. leaders trained.
b End of Component Status.  The end of component status is

the improvement in the financial and admimisfrative capacity of municipal governments to
meet the public service needs of thejr @nstituency  In addition, the municipal governments
will be taking a greater responsibility in the maintenance of schools, health centers

and roads and provide legal information to the lower income groups.
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PART IV - PROJECT ANALYSIS

A.  Financial Plan ond Analysis

1. Financial Summary. The proposed $3.5 million loan will
include a 10~year grace period af 2% interest and a 20-year repayment term at
3%. The A.1.D. Loan will be augmented by $3.5 million in GON
counterpart funding, bringing the project total to $7.0 million. The municipalities
will contribute approximately 10% of total sub-project costs. This figure is not
included as official GON counterpart, but rather as part of Nicaragua's total
contribution. The A.I.D. funds will be lent to the GON who in turn will grant
them to the MOG and INVIERNO. (See Economic Analysis Section for a discussion
of the GON's debt servicing capacity). The credit funds will be relent to the
municipalities at interest rates of 8 and 14 percent . for periods ranging up to 20
years. INVIERNO's credit policy also includes varicble grace periods depending
on the type of project to be financed and the present und potentiol financial
position of municipality.

The following tables illustrate the financial aspects of the projects.

Table 2 is a summary of the sources and uses of funds for the project.
As indicated in the table, when the municipal contribution is included as Nicaraguan
counterpart A.1.D. will be financing 47% of total project costs. The GON will
also be financing 47% with the municipal contribution calculated ot 6%. When the
municipal contribution is not taken into consideraticn, total project costs will be
evenly divided between A.1.D. and the GON.

Table 3 illustrates the relative annual project contributions required by
A.1.D. and the Government of Nicaragua. This relationship of A.1.D. ond the GON
inputs is stated by component to illustrate the proportionate investment of each
Government to major project activities.

Table 4 presents the financing plan for the project by major output elements
as a function of the input activities which contribute towards their generation. Until
inputs have been allocated to each output activity so that output budgeting and cost
dota can be controlled, accumulated and evaluaied for project implementation and
monitoring purposes.

Bosed upon GON-A.[.D. estimates and previous experience, it has been
determined that four years is a reasonable period in which to implement a program
of this complexity ond magnitude. The program will thus be executed in calendar
years 1977 through 1981,
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TABLE 2

SUMMARY FINANCIAL PLAN

Sources and Uses

(in US$000)
A.l1.D. GON MUNIC. TOTAL
C
Component One, Municipol
Credit Fund
a. Operating Costs 350 350
b. Credit Fund 2,700 1,500 420 4,620
Component Two, Municipal
Development & Administration
a. Technical Assistance
1. To Municipalities 110 660 770
2. To MDD 150 150
b. Training
1. For Municipalities 360 610 970
2. For MDD 63 17 50 130
c. Commodities
1. Vehicles 80 80
2. Office Equipment 20 50 70
d. Administrative Costs 280 280
Sub~Totals 403 3,097 3,500 420 7,420
Totals 3,500 3,500 420 7,420
Percent 47% 47% 6% 100%
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TABLE 3

SCHEDULE OF PROJECT DISBURSEMENTS

First Year Second Year Third Year Fourth Year Total
A.1.D. GON A.l.D. GON A.l.D. GON A.l.D. GON A 1D GON.
Loan Component US$ Cérdobas  Total US$ Cérdobas  Total US$ Cérdobas Total US$ Cérdobas  Tofal US$  Cér

dobas  Total

No. Description

1.  Municipal Credit Fund

a. Operating Costs 100 100 100 50 350
b. Credit Fund 50 50 200 660 660 350 960 960 450 1,030 1,030 500 2,700 2,700 1,500

2.  Municipal Development
ond Administration

a. Technicol Assistonce

185 30 30 205 110 110 650

1) Municipalities 20 20 125 30 30 145
90 90 150 150

2) DDM

2R
38

b. Troining

1) Municipalities
) DDM 15

1né 70 70 134 100 100 17 140 140 182 360
17 5 16 5 21 15 16 5 2] 15 16 5 21 15 «® 17

610

o8
g
88

c. Materials

1) Vehicles 35 35 25 25 20 20 80
2) Office Equipment 5 5 10 E) 5 10 5 5 15 5 5 15 20

S8
8

d. Administrative Costs 53 62 78 87 280

TOTALS 70 107 177 609 161 740 201 816 126 1,070 1,196 1,014 <6 1,180 1,226#1,061 403 3,097 3,500 3,500
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TABLE 4
INPUT/OUTPUT TABLE
(In US$000)
Municipal Municipal [nstitutional MDD I[nstitutional
INPUT/OUTPUT Credit Fund Development Development Totadl
A.l.D. GON A.l.D. GON A.l.D. GON A.l1.D. GON
1. Credit 2,700 1,500 2,700 1,500
2. Technical Assistance - - 110 660 150 260 660
3. Training - - 360 610 80 50 440 660
4. Equipment - - 80 - 20 - 50 100 50
5. Operating and Admin-
istrative Costs : - 350 - 180 - 100 - 630

TOTAL 2,700 1,850 550 1,450 250 200 3,500 3,500
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2, Municipal Debt Service Capacity, Table 5 represents a summary
of the data collected on municipal revenues and expenditures of all forty-nine
municipalities in Regions 1l and V of Nicaragua, The data were extracted
from the accounting records maintained by the Tribunal de Cuentas and represent
the final and, in most cases, audited financial information for the years 1974,
1975 and 1976 of the municipalities.

An analysis of these financial data reveal the following trends and relationships
from which conclusions are drawn on the ability of the municipalities to absorb and
repay long-term debts for capital projects.

1) Municipal Revenues, The total revenues of the municipalities
in Regions Il and V for 1976 totalled $3.1 million. Of this amount, $2.6 million
were collected directly by the municipalities from various sources, such as local
taxes, charges for municipal services, rental income, etc. The balance of
$500,000 was provided through the revenue sharing mechanism of centrally collecivd
taxes. These taxes are collected and distributed (the distribution based on munic’pal
population) by the central government. Of the total revenues of the municipalities
for the three year period, 79.5% were collected directly by the municipalities, and
the remaining 20.5% was provided by centrally collected taxes. The total revenues
of the municipalities have increased during the period by 37.2%. The direct muni~
cipal revenues have increased by 59.1% in the same period. This increase was due
primarily to the efforts of the Ministry of Government in assisting some municipalities
to revise their antiquated tax laws,

2) Municipal Expenditures. The total municipal expenditures for
the year 1976 were $2.9 million; $2.8 million were disbursed directly by the
municipalities and $100,000 were disbursed by the central government acting as
agent or guarantor. Of the total expenditures for the three year period, 95.5% were
disbursed directly by the municipalities, Of the total revenues for the period 94,7%
were disbursed; the balance of the revenues has increased the cash balances so that
cash held by the municipalities was, at the end of 1976, more than three times as
much as was held at the beginning of the period (an average annual increase of
over $135,000 for the two regions).

3)  Public Works Expenditures.  Expenditures for public works
projects for the three year period were 27.7% or $2.0 million of the total expenditures
of $7.2 million. These public works expenditures have increased by 55.1% over
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TABLE 5 UNCLASSIFIED
SULTARD OF TUNICIPAT TITLIUCIAL DATA - 3ESIONS I oV
o —ndirg
ZIUEIEE SETEIDITUEES Tash Pudlic
Total unic cenv, 0V, Zotal Meiie. Cert.zov. —alance works
ZOTAT REIION II 73 - - - - - - 93,147 /A
Th 1.397.729 390.313 507,434  1.169,794 1,085,129 -~ 8h4,£55 321,082 297.227
75 1.416,040 1.120,013 296,027 1.464.71€ 1,409.6kL2 55,07k 272,406 375.083
76 1,953,983 1,568.535 385,448 1,799,704 1,728.402 71.302 Lo .685 591.327
T L. 767.752 3.578.863 1,188,889 L, 434 _ 214 4,223,173 211.041  1.113,320 1.263.637
REGION V 73 - - - - - - 33,685 N/A
Th 861,928 730,87h 131,054 838,779 797 .955 Lo ,824 56,834 196,1k2
75 831,939 733,777 98,162 816,801 778,781 38,020 71,973 232,605
76 1,146,792 1,011,127 135,665 1,111,986 1,081,631 30,355 106,778 304,450
A 2,840,659 2,475,778 364.881 2,767,566 2,658,367 109,199 269.270 733,198
TOTAL II&V 73 - - - - - - 126,832 N/A
Th 2,259,657 1,621,189 638,468 2,008,573 1,883,084 125,489 377,916 493,369
75 2,247,979 1,853,790 394,189 2,281,517 2,188,423 93,09k 344,379 607.689
76 3,100,775 2.579.662 521,113 2,911,690 2,810,033 101,657 533,463 895.777
TOTAL 7,608,411 6,054,641 1,553,770 7,201,780 6,881,540 320,240 1,382,590 1,996,835
100.0% 79.59. 20.5% 100.0%, 95.5% 4,59 q;/
2 27-7,0
100, O M. 7% 3/
100.0% 20.6%

1/ Percentage to total expenditures
2/ Percentage of revenues expended
3/ Percentage of Central Revenues expended directly by MOG.

1976 revenue/munic, X = $63,281
1976 expend/munic. X = $59.,L422
1976 public works/munic. X - $18,281
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the period as compared with the 37.2% increase in total revenues. Many of these
public works projects were miniature replicas of the types of projects to be
considered for financing under this proposed A.1.D. loan project. The average
public works expenditure per municipality for 1976 was $18, 281 of total

average expenditures per municipality for 1976 of $59, 422.

From the above analysis of municipal financial datq the Mission has concluded
that the present debt service capacity of the municipalities in Regions Il and V is
marginal (an average of about $9,000 annually could be diverted from one third of the
current amounts budgeted for public works plus all revenue surpluses) for repayment
of social, non-profitable projects. However, from the study of eligible project demand
(Section IV A 3lwe find that many projects will generate enough revenue to operate
and mointain themselves in addition to repaying the loan amounts (e.g., slaughterhouses,
markets and garbage collection). Additionally, the improved municipal administration
and revised tax laws resulting from the technical assistance and training components of this
project should result in greatly increased tax revenues (both direct and centrally collected).
Since the tendency is for municipal governments to spend the greatest proportion of
revenue increases on public works projects, the Mission expects that the percentage
increase in debt payment capacity will exceed the percentage increase in revenues.
Thus, if there is a 75% increase in municipal revenues over the disbursement period
of the A.1.D. loan the annual debt service capacity of the average municipality could
increase from $9,000 currently to more than $16,000 in four yeorsl/This would
allow for an average social project size of $140, 000,assuming a 20 year sub-loan
repayment period with a 5 year grace period (the current average project size
using the same assumptions is $77,000). SectionIVA .3, the analysis of sub-project
demand, indicates a total demand of eligible, social projects over the next five

years of 120 projects totalling over $11 million for an average project size of
$94, 000.

The increase in revenues needed to increase the debt service capacity to
the level necessary to repay loans for currently projected social projects is
about 30% overall. A 30% increase over the four year disbursement period of
the A.1.D. loan is less than/38% increase in revenues experienced between
1975 and 1976 without the benefit of the assistance programmed in this loan project.

The following chart summarizes the effect on debt capacity of the various
assumptions made above. These conclusions apply only to the non self-repaying
social type of project as previously stated.

1/ Assuming recent efforts in the revision of municipal tax codes are ontinued
under this program with at least the same degree of success,
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TABLE 6

DEBT CAPACITY

Public Works Expend-
itures and Revenues

Surplus Public Works Expenditures Portion to Debt Payment
CURRENT 1/4 1/3

Annual Debt  /Size of  Annual Debt ~ /Size of Annudl Debt /Size of
Serv.Capacity/ Project  Serv.Capacity/ Project 1/ Serv.Capacity/ Project 1/

($18,281 P.W.E.)
I Cuirent( 3,000 R.S.) -o0- -0

$ 7,570 $64,795 § 9,094 $ 77,840

($23,765 P.W.E.) :
I Plus 30%( 3,000 R.S.) -o- -o- 8, 941 76,530 10, 530 93,487

($31,992 P.W.E.)

Il Plus 75%( 3,000 R.S.) -o- -0 10, 998 94,137 13, 664 116, 957

3. Demand Projections for Sub=Projects. Table 7 supported by
Annex M reflecksthe five year projected demand costs for Municipal Development Projects.
The demand for projects was developed by INVI ERNO, and projected costs were assigned
to each project by the Municipal Development Department (MDD) of the Ministry of
Government (MOG). In estimating sub-project potential demand (Annex M )e
INVIERNO utilized its Preliminary Diagnostic Survey on Local Governments, INCAE's
study of Nicaraguan Municipalities and individual Municipal Diagnostic studies prepared
by the MDD. In applying costs to sub-project demand the MDD used criteria shown
in Annex M,

The five year demand projections show increasing numbers of Municipal
Development projects during the first three years and decreases in the fourth and
fifth years. The demand for projects by year as included in demand projection follows:

1/ Cummulative debt service capacity
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SUMMARY OF COST ESTIMATES AND ADJUSTMENTS FOR SUB-PROJECT POTE NTIAL DEMAND
(In'US Dollars)
YEARLY DEMAND
First Second Third Fourth Fitth All Years
Project Tite Potential Adjusted Potantial Adjusted Potential Adjusted Potential — “Adiusted Potential —Adjusted  Potential Adjusted
Market 1,141,616 1,101,116 543,290 543,290 994,450 994,450 98,986 98, 986 10,445 10,485 2,788,807 2,748,307
Sicughterhouss 123,809 - 280,821 210,088 397,270 397,270 158,944 158,944 669,053 669,053 1,629,897 1,435,355
Gorbage Truck 62,857 62,857 103,714 103,714 114,086 114,086 292,820 292,820 138,044 138, 044 mn,s21 1,52
Street Improvement 371,492 266, 86 530,743 530,743 744,000 744,000 920,17 920,171 624,514 624,514 3,190,920 3,085,714
Curbing 26,720 22,400 35,913 36,913 27,429 27,429 37,714 37,714 - - 128,776 124,456
Potable Water 1,606,643 1,606,443 895,440 895,440 866,373 866,373 581,271 581,271 - - 3,949,727 3,949,777
Sewsroge . 603, 271 603,271 1,628,834 1,628,834 1,258,739 1,258,739 72,995 72,995 401,475 401,475 3,965,314 3,965,314
Public Lighting - - 10,392 10,392 32,266 32,266 16,319 16,319 1,812 1,812 60,789 60,789
* Indwustrial Arts Building - - - - 39,943 39,943 21,964 21,964 - - 61,907 61,907
* Municipal Building - - 32,143 - - - 24,893 - 109,480 - 166,516 -
*Health Past - - 31,143 - 34,286 - 75,429 - 41,429 - 182,287 -
* House Wiring 120,306 - 126,760 - 243,575 - 74,992 - - - 565,633 -
* School Consttruction 16,500 - - - - - 62,964 - 117,530 - 196,994 -
* Housing - - - - 1,559,172 - 2,039, 271 - 6,372,986 - 9,971,429 -
T“ ’ ' 4 (4 (4 ’ (4 14 L4 ’ ’ 4' 474'556 4’ 4”' ns 2' 20] r r L4 4 ’ r (4 r ’
Social Projects:Adjusted Totals 2,498,400 3,102,322 2,968,750 1,650,434 1,027,801 11,247,907
Number of Projects 4 35 3 20 10 120
Avercge Cost per Project 104,108 88,638 95,766 82,522 102,780 93,733
Self-Financing Projects:Adjusted Totals T183,573 , 1,505,806 3 f 4,895,183
Number of Projects 10 9 9 n 7 45
Average Cost per Project 116,397 95,232 167,312 50,068 116,795 106,417
All Projec's:  Number of Projects
Average Cost per Project 107,723 89,987 111,864 71,006 108,551 97,248
* These projects will not be financed under Ths am —

SOURCE:;
Annex M

Cost Estimates for Project Demand
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Year No. of Projects
] 57
2 69
3 78
4 66
5 So——
Total 317

The higher demand for projects during the first three years is caused by
the current existing unfulfilled need for municipal development project financing.
This need is expected to moderate after the third year. After yeor five
INVIERNO expects the sub-project demand to level off in Regions 1| and V.

If consideration is given to the needs of other Regions participating in the
program after the loan is fully disbursed, the demand segment of the project
would again increase after year four.

Sub-projects were costed in thirty~three of the forty-nine municipalities
included in the potential demand study. Cost estimations were applied to a total
of 205 projects resulting in a total estimated cost of $27.6 million. Since some
of the projects do not fall within the proposed project loan criteria, demand figures
were adjusted by the GON and A.1.D. The following comparative table
indicates projected demaend and adjusted projected demand:

(In U.S.Millions)

Projected Demand Adjusted Demand
Year No. of Project Amount No. of Project Amount
1 40 4.0 34 3.7
2 50 4.2 44 4.0
3 46 6.3 40 4.5
4 39 4.5 31 2.2
5 30 8.5 17 1.8
Total 205 27.5 166 16.2

_ pent————y
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The adjustment made reflect the dele tion of sub-projects such as schools,
health posts, municipal buildings and housing projects!/ Large differences
between projected demand and adjusted demand in the last few years result from
deleting housing projects costing from $779 thousand to over $2.0 million.

Total projected cost demand and adjustments by project type are shown in Table

Accurate predictions of the estimated financial requirements to cover
a projected demand of the size of this one are difficulf. However, the costing
of 65% of total projected demand (numbers of projects) givesa good indication
of the total financial requirements to meet the demand. Because of the avajlabj-
lity of funds, the complexity of the program, and the time required to upgrade
institutional capabilities, a smaller program than that required to cover
projected demand is presented in this project. It may be, however, that the
GON will request additional A.|.D. assistan.ce in the future to increase the
capitalization of the revolving fund when institutional capabilities have proven
to reach a level where a larger program can be handled efficiently.

4. Cash Flow Analysis.  Table 8 s the ten year cash flow
projection of the Rural Municipal Development revolving fund.2/ |n
projecting the cash flow, the sub-loan terms were distributed into two loan
repayment periods (20 years with 5 years'grace and 10 years with 2 years'
grace) and two rates of interest (8% and 14%).

At the end of the disbursement period of the loan, the fund will have
$5 million in loan portfolio and $590, 000 in cash balance. The cash
belance represents interest earned during the loan disbursing period less a
2% administrative fee paid io INVIERNO, though this 2% administrative
charge has been included, the amount genc. .ted through this allocation will
not cover INVIERNO's estimated financial cost to administer the fund of
$100, 000 a year. Any deficit experienced in the administration of the fund
will be offset with counterpart funds.

The GON will covenant to provide an additional $1.5 milliony/ after the

Schools, heaith centers and housing are financed under other programs,
Includes both the credit funds under RDSL | and the proposed project.

ENUN

Possibly with a follow-on A.1.D. loan.
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UNGQ ASSIFIED
TABLE 8
RURAL MUNTCTPAT DEVELOPMENT PROJECT
REVOLVING FUND ACTIVITIES
10 YEAR CASH FLOW PROJECTION
TN USS000%)
Prior to this Project Project Project Project Completion of Status at the
Loan Year Year Year Year AlD Assistance Year End of
YEAR 1 2 3 4 Status 5 6 7 8 9 10 10th Year
INFLOW V/
RDL~1 Loan (524-7-031)~ 410 400 - - - 810 - - - - - - 810
This Loan 2/ - 250 1,C10 1,410 1,530 4,200 - - - - - - 4,200
Interest Income - 43 110 215 362 730 521 624 728 832 926 1,009 5,370
Reflow (Repayments) - - 13 33 65 m 129 210 297 424 529 604 2,298
410 693 1,133 1,658 1,957 5,851
GON or Other Sources 2/ - - - - - 500 410 300 200 100 - 1,500
1,150 1,234 1,379 T,456 1,555 1,613 14,178
QUTFLOW
Subloans 410 650 1,023 1,443 1,595 5,121 1,13 1,218 1,307 1,319 1,338 1,324 12,750
2% Admin Exp. dve INMERNO -~ 8 21 41 70 140 100 120 140 160 178 194 1,032
410 658 1,044 1,484 1,665 5,261 1,223 1,338 1,447 1,479 1,516 1,518 13,782
NET INFLOW 0 35 89 174 292 590 73) (104) (128) (23) 39 95 396
REVOLVING FUND STATUS
A) Cash Balance 0 35 124 298 590 590 517 413 285 2562 301 396 396
8) Loan Portfolio 410 1,060 2,070 3,480 5,010 5,010 6,000 7,000 8,000 8,900 9,700 10,400 10,400
410 1,095 2,194 3,778 5,600 5,600 6,577 7,413 8,285 9,162 10,001 10,796 10,796

1/ See Drawdown Assumptions

2/ Provided by the GON, a Follow~On A.1.D. Loan, or Financing from

Another Internationa! Donor
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A.1.D. contribution period ends. By the end of the tenth year the loan portfolio
will reach $10.4 million and the fund will provide sufficient interest income and
reflow of funds to sustain $1.5 million in annual lending activities.

The assumptions made in calcul ating the projected cash flow of the
revolving fund are the following:

1. Loan Seed Capital will be the following:

a)  $810,000 from RDSL | Project which consist of
$600, 000 from A.1.D. loan and $210, 000 from GON counterpart
contribution. .

B)  A.L.D. input under this Loan $2.7 Million
GON counterpart contribution $1.5 Million
2. Draw down of loan funds and GON counterpart are estimated as follows:
RDSL | THIS LOAN
Year A.l1.D. GON A.l.D. GON
While in Process 300 110 —— ——
] 300 100 50 200
2 -—- - 660 350
3 ——- -— 960 450
4 . _ 1,030 500
600 210 2,700 1,500
3. The A.1.D. Loans are to be repaid by the GON and not from the Revolving Fund.
4. The fund will be sub~loaned at the following rates and terms
% of Available Resources Terms Interest Rate
45% 20 years - 5 year Grace 8%
30% 20 years - 5 year Grace 14%
15% 10 years - 2 year Grace 8%
10% 10 years - 2 year Grace 14%
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5. Further GON contribution and6r other source of funds to the extent of
$1.5 million is available to sustain subloan activities at $1.3 miilion dollar
level at the end of A.1.D. assistance period.

6. During the project period; the cash balance of the fund consists of int erest earnings
in excess of 2% administrative cost payable to INVIERNO. All reflow of subloans
are immediately reinvested.

7. Interest collections are based on prior year ending portfolio.
8. The administrative charge for INVIERNO will be 2% of the prior year ending
portfolio.

A summary of the cash flow analysis and the revolving fund status is presented
inTable 9 to demonstrate the financial viability of this project.
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TABLE 9

REVOLVING FUND

(stated in US$000s)

A.l.D. Project Period

810
4,200
730
11

GON/other Post Proje. Inputs -

Total Inflow

Outflow

Subloans
2% Adm. Fees
Total Qutflow

Net Inflow

Revolving Fund Status

5, 851

End of A.1.D. Project

UNCLASSIFIED

Loan Portfolio
Caosh Balance

Total

5,010
590

————

5,600

—— e
==
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End of 10th Year 11th Year
810 -
4, 200 -
5,370 1,082
2,298 786
1,900 -
14,178 1,868
12,750 1,500
1,032 208
13,782 1,708
396 160
End of 10th Year 11th Year
10, 400 11,114
396 608
10,796 11,722
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B.  Technical Analysis

1. Project Management Feasibility

a. Principal Implementing Agencies: The Ministry of Govern-
ment with its recently est ablished Municipal Development Department (MDD)
and the Ministry of Agriculture through the Institute of Campesino Welfare
(INVIERNO) are the GON's major implementing agencies for this project.
This combination capitalizes on the Minist ry of Government traditional link-
ages with the municipalities and the increasingly effective set of financial
facilities offered by INVIERNO to the rural poor. Additionally, several ot her
agencies of the central government are expected io play key roles in the jm~-
plementation of the Municipal Development program,

1) Municipal Development Department - MOG. The
Ministry of Government Tinkages with municipalities stem  from ifs role in
establishing political boundries and approving municipal budgets and tax
ordinances, For the most part, this role has tended to be a passive one with
the MOG acting only when so moved by the submission of municipal budgets
or new tax ordinances, The recent creation of the Municipal Development
Department enables the MOG to assist temporary municipal administration and
to play a more positive role in influencing the allocations of central government
revenues to the municipalities,

Ilustration | provides a visual image of the new system of interven-
tions being implemented by the central and local governments, The essence of
this new system is increasingly to decentralize the process of initiating and im-
plementing development activities in the municipalities. Under the new system,
as can be seen on the far right side of the illust ration, the process of identi fying
people's needs and translating these to better or more public services becomes a
function of the municipalities,and financing those initiatives is to become a
function of using both central and local government revenues,

The system, which has been managed cffectively in other developing
countries, requires that the Municipal Development Department undertake the
following functions:

a)  Diagnose administrative, financial and legal
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inadequacies in the municipalities and design and assist in implementing improvement
programs;

b) Rationalize the perceived needs of municipalities on the
basis of local, regional and national priorities;

c) Assist municipalities in the processing of loan requests
and/or additional allocations from central government revenues;

d) Coordinate activities with other central government agencies
concerned with municipal, regional and national development; and

e) Promote intra~municipal cooperation.

To fulfill these responsibilities, the Municipal Development Department is organized
into five separate divisions: Legal, Administrative, Technical Assistance, Special Studies,
ond Training. The Department’s Director reports directly to the Minister. Twenty-one
professionals staff the department including two public administration empioyees presently
in training at IBAM in Rfo de Janeiro, Brazil.

The Legal Division is designed to perform three basic functions; First it
will review and improve existing tax ordinances in the Municipalities; secondly
it will be responsible for the development of central government decrees and laws
which facilitate the decentralization process; and, thirdly the Legal Division
will assist the municipality in providing legal aid and information to the poorest
segments of the municipality. Special studies will assist in analyzing municipal
needs and in the development of feasibility and other studies required for the project.
The Training Division will implement training program for municipal officials and the
Technical Assistance Division will provide municipalities with on-site assistance in
streamlining their administrative and management systems and in designing and
implementing development projects.

The staff of the MDD is composed of mostly young, dedicated technocrats. Their
lack of in-depth experience is easily compensated by their eagerness to work, and
learn. Thus the Department has sought out specialists from the U.S. and other countries
fo assist in their endeavors and have taken the initiative to obtain the services of six
Peace Corps Volunteers to assist in the execution of both their central (4) and on-site
(2) functions. Finally the MDD has the faculty to contract services of other five
(5) GON agencies to ossist in the design and implementation of specialized development
projects.
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2) INVIERNO - MAG. INVIERNO was the first of the
autonomous institutes created by the Ministry of Agriculture to execute the
G ON's new Rural Development Strategy. It has already accrued signiticant
exper ience in organizing community activities, providing credit and conducting
in depth studies of the municipalities in Region Il and V.,

Under the new decentralized municipal development system, the
INVIERNO program intervenes at two extremely important points. The first is in
organizing community participation in identifying its real and perceived needs
and providing loans to small farmers which generate new incomes for the rural.
poor. These in turn create additional pressures from the community for new or
better public services. The second is the management of a credit fund which
extends loans to municipalities for development projects.

Some of the specific tasks for which INVIERNO will be responsible
are the following:

a)  Assisting in the det ermination of the scope of
work required for feasibility studies;

b)  Evaluating the financial feasibility of municipal
development projects;

c) Designing financial (mostly loan repayment) plans for
the municipal governments;

d) Disbursing loan funds to municipalities for approved
projects; and

€)  Collecting loan repayments.

To accomplish these tasks, INVIERNO has installed a Municipal
Development unit staffed by two highly qualified professioncls and supported by
a thoroughly competent programming engineering and financial staff, The
Institute's track record in managing its existing A,1.D, funded program is
excellent and no difficult ies are foreseen in the management of its responsibilities
under this program,

A graphic illustration of how the two institutions will coordinate their
efforts is presented in Illustration 2.
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b, Other Cooperating Agencies: It is recognized that the MOG,
especially, will not have immediate technical capability in'the areas of engineering,
architecture, planning anc Sinancial analysis, Technical assistance and training
program, will address these institutional deficiencies over the life of the project.
Nevertheless, the MDD can draw upon the human and capital resources of
other governmental institutions to support and complement their early efforts
in municipal development,

1) Vice Minist ry of Urban Planning (VMPU). A.I.D. sup-~
ported the development of VMPU after fhe earthquake of 1972 in order to provide
in one institution the capabiiity to design a new M.:~~agua and begin to carry out
the necessary plans which would be the first step to the GON's policy of decen-
tralization. A.|.D, supported VMPU with a number of long~term technical
advisors who did a great deal to build up the human resource capability within
the institution,

The MOG has recognized the technical capability of VMPU and has
taken steps to draw upon this resource. In July, 1977, an agreement was signed
between the MOG and VMPU which specified the type of assistance VMPU
could offer the rural municipal development program. (Annex 1), The major
areas of cooperation are yrban planning and sub-project feasibility studies.,
Additionally, VMPU may assume responsibility for overseeing all construction
activities in the municipalities for projectsunder $100,000. MDD and VMPU
personnel will work in teams so that VMPU personnel will transfer experience
and knowledge to the less experienced MDD personnel, The MDD will be the
controlling party in the cooperative agreement, always detemining the
timing and type of assistance VMPU will provide .

As the project develops, the MDD will increase its capacity in the
areas of regional planning and feasibility analysis. VMPU will become less and
less involved in these areas. It is foreseen that VMPU will always retain the
major responsibility for urban planning and will work closely with the MDD in
this area throughout the life of the project,

2) National Planning Directorate (NPD). The NPD has
become an increasingly important institotion in fhe GON since the 1972 earth-
quake. As a result of the National Re construction and Development Plan,
1975-1979 it developed, the NPD has be come increasingly involved in
analyzing and planning how individual institutions can direct their efforts to
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reach the objectives established in the plan. The NPD is asked to review all loan
proposals from international lending agencies and play a coordinating role in inter-
institutional programs.

The NPD plays a key role in this project because its representatives
sit on the Council of Directors. From these decision-making positions, the NPD can
assist the MOG and INVIERNO in analyzing proposed sub-project interventions in
light of regional and national priorities and goals. This input is vital to the overall
success of the program because it will help to insure that resources are appropriately
invested geographically and in accordance with regional, and hence national, needs.
Locally felt needs can be in conflict with regional priorities. For example, based
on the sub-project demand list, a majority of the municipalities want to construct a
market under this program. The MDD realizes that the construction of a market in
every municipality would likely lead to an underutilized and inefficient marketing
system. The NPD can assist the MDD in determining the location, size and rank of
priority of markets based on a regional and national perspective.

3) Public Works Ministry (PW). The engineers in the
MDD will be slowly acquiring experience in designing and monitoring the construction
and maintenance of access roads and rural trails. PW has the primary responsibility for
building and maintaining the highways and roads in Nicaragua. PW has the qualified
people and the appropriate machinery to construct these links between rural and more
urban areas. INVIERNO, in its rural development program, is already using PW as
the implementation agency for its access road program.

The municipalities, often with the cooperation of a community
group, will construct rural trails and access roads with the financial assistance of the
proposed program and the technical assis tance and equipment of Obras Pablicas. The
MDD will cooperate with PW engineers in designing roads and trails to insure that the
work is done correctly and more importantly to provide MDD an opportunity to draw
upon PW's experience in road building and maintenance.

4) National Light and Power Company (ENALUF). A
sub-project that has been requested by a small number of municipalities (See Annex
M) is electrification. ENALUF has the major responsibility for providing electricity
to Nicaragua. There are also four rural electric cooperatives, but these units buy
their power from ENALUF and are under ENALUF's influence.
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If the initial analysis of the municipality shows that electrification
is a priority, ENALUF or the cooperatives will be contacted by the MDD, Efforts
will be taken to either have those entities extend their service to these areas or,
if such expansion is not planned in the near future, finance the expansion with
project funds while drawing upon the technical resources of ENALUF or the
cooperatives,

5) Nicaraguan Water and Sewer Authority (DENACAL).
Another major request by municipalifies is the construction of potable woter
and/or sewage systems. DENACAL has the major GON responsibility for these
activities. An $18.0 million IDB loan to DENACAL is designed to build water
systems in 36 municipalities throughout the country, The GON/AID program
will not compete with the 1DB project; instead it will encourage DENACAL in
its activities in Regions I and V and finance the construction, expansion and
improvement of water and sewage systems in municipalities t hat are not priority
for DENACAL. The MDD will coordinate its activities with DENACAL and again,
draw upon that institution's personnel for project design and implementation
assistance ,

6) Private Sector Participation, It is expected that the
private sector will be contracted to execute many of the development projects
as well as a limited number of feasibility studies, Additionally, one of the
requirements of the project is t hat A&E firms be required to assist in the design
of all projects costing $100,000 or more and further that such a firm be retained
by the municipality to oversee construction of such projects,

c. Institutional Coordination. Coordination between INIERNO
and the MDD and hetween the various agencies participating in the project will
be accomplished through two basic mechanisms. The first will be through a
series of agreements and/or contracts between the MDD and the other agencies,
Two agreements, one between MDD and INVIERNO, and the other between
MDD and VMPU have been concluded. Others will be drawn up as needed in
the execution of the program,

The second mechanism is the Council of Directors (Concejo Directivo)
which was created in July, 1976 to coordinate the Municipal Development effort,
The Council is presided over by the Minister of Government and consists of the
following member., with their Vice Ministers or deputies as alternates:
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“Minister-Director of the National Planning Directorate
Minister of Agriculture
Minister of Public Education
Minister of Public Works
General Manager of INVIERNO
Nicaraguan National Bank Representative
Central Bank Representative
One Representative Farmer Associations

TQ ~0o 000 o0

The principal functions of the Council are to: 1) service as an overall
policy setting und guidance organism for the program; 2) resolve conflicts or
duplications of efforts which may deve lop among the agencies involved in the
implementation of the project; 3) approve credit applications for development
projects presented by the municipalities, and 4) maintain an awareness among
other agencies of the executive and legislative branches of the needs of the
municipalities and the overall progress of the program. The Board of Directors
meets once a month,

2, Review of Municipal Legislation and Practices.

The Nicaraguan Constitution of 1974 establishes the basic parameters
that govern the functioning of government at the departmental, National District,
and municipal level. This document is supported by the Constitutional Law of the
National District and the Municipalities, which is Presidential Decree No. 1330,
signed April 8, 1967, A review of this legislation gives a good overview of the
municipal system as it exists today within Nicaragua,

a, Taxation, There is no specific legislation governing municipal
taxation included in the Constitutional Law. There is no single written guideline
to the municipalities on local taxes., The Constitution in Article 250 gives the
municipalities the right to impose, collect and utilize taxes in their areas subject
to approval by the central government, but there is no uniform interpretative law
or code to guide them. Instead, there is a patchwork system of separate tax codes
for each of the municipalities. Each municipal council makes up its own tax
codes based almost solely on, and restricted by, historical precedent. The codes
then are presented to, and approved by, the Ministry of Government. The codes
become legal on the date of their appearance in the national legal register.
These local tax codes or planes de arbitrios do not ejther individually or collec-
tively form a municipal tax system which is designed to serve specific economic
purposes .
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The system is an anachronism from the time when municipalities were
isolated and cut off from each ot her and the central government, It serves to
meet only the most rudimentary needs of the municipalities, Under this tax
system the municipalities are on the periphery of the real economic life of
their area, They collect literally hundreds of individual small charges from
local businesses at arbitrarily fixed rates . Municipalities collect the majority
of their revenue from taxes on commerce, gasoline and sales, A recent plan
de arbitrios for the National District listed 120 tax items with 272 classifica-
tions, Municipalities are for the most part excluded from participation in direct
taxes collected by the central government on the major sources of wealth in their
areas i.e. property and income taxes. When commerce, industry or agriculture
begins to grow and prosper in any area, the municipality does not have avajlable
to it the sources of revenues from this growth which would enable it to provide
broader services to its inhabitants. In 1975, the total income from local taxes
of the municipalities was 165 million cordobas ($23,570,000) of which 122
million ($17,428,000) was for the National District and only 43 million
(56 ,143,000) was for the remaining 134 municipalities. Total Public Sector
income was approximately 3.3 billion cordobas, The municipal revenue was
approximately 5% of the total of which the National Dist rict represented 3.7%
and the other 134 municipalities 1.3%.

b. Employment, Social Security. There is no system of permanent
employment of municipal employees nor social security . Although, typically,
especially in the smaller municigaliries, municipal officials and appointed em-
ployees are in office for more than one term, it is common practice to change the
majority of employees when new elected officials take office .

c.  Budgets, Finance, Audits, Municipal budgets are prepared by
municipal councils and submitted fo fhe Ministry of Government for approval
based again on historical precedent and not on projected real needs of the municipality
for the upcoming year. The examination of the budgets by the MOG serves as a
“pre-audit," The regular auditing is done by the Court of Accounts (Tribunal de
Cuentas) - the national contraller general, It supervises municipal tax collection
———l)
based on un approved tax ordinance and generally review all municipal financial
transactions for acceptability, The law which governs the percentages which
each municipality is allowed to spend for administrative and program costs (Law
No. 189 of September 1937 in "La Gaceta"yis outdated, In 40 yrs. some
municipalities have grown to be major secondary cities and many new, small
ones have been created. Their budgets need to reflect their different roles and
demands,
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The Government of Nicaragua uses a system of budgeting by projects.
This type of system could well be used by the municipalities. Another important
item is that the municipalities still have up to 5% of their total annual budget
taken away by the central government to support the municipal auditing activi-
ties of the controller general. This money now goes into the general central
government coffers for the national budget and is no longer related to the amount
allocated to the controller general for auditing assistance to the municipalities.
Left over from forty years ago it is a strange process which finds the central
government providing revenue~-sharing funds with one hand and with the other
taking away a substantial amount from these same funds.

Municipalities have to depend heavily for revenue on local taxes and
limited assistance from central government. The annual budgets thus provided
average 550,000 and typically only cover administrative costs and minimal
public services, Improvement of municipal finances is a prime objective of the
proposed program,

d, Borrowing. With the exception of a handful of the larger
municipalities, there has been no municipal borrowing from national or inter-
national sources. Municipal autonomy seems to allow direct borrowing, but
municipal finances are inadequate ,

e. Revenue Sharing. While there is no single piece of legisla-
tive governing transfers from the central government to the Nicaraguai munici-
palities, there have been, over the years, various decrees establishing munici-
pal participation (e.g. September 9, 1965 "La Gaceta" - Diario Oficial,
establishing participation in tobacco tax) in several taxes colflected by the
central government. Funds generated from these taxes are distributed by the
Ministry of Finance to the municipalities on the basis of their generation of such
taxes or, if that cannot be determined, on the basis of population

The municipalities presumably have a legal right to these funds, but
because the granting legisiation consists of a series of isolated de crees focused
on amount and distribution, there are no clear guidelines. Since 1975, the
following transfers have taken place:

Direct Transfers Capital Projects Transfers
1975 S 1,209,343 $ 90, 000
1976 $ 1,245,029 $ 347,866

1977 $ 1,817,386 $ 665,498
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These data from the National Budget indicates a growing willingnass
by the central government to pass on funds to local governments. In 1977, the
direct transfers listed will be taken from the followi ng:

Municipal Tax on Flour ) 20,000
1% Municipal Sales Tax $ 628,572
$0.014 Municipal Gasoline Tax $ 811,672
Municipal Tax on Cigarettes $ 357,143

1
2
3
4

The capital transfers for 1977 will finance 24 projects, including 12
street and sewer construction projects, 5 city halls, 1 market, 1 community center,
a bridge, an electrification activity, a water system and a community develop-
ment project, It is important to the municipalities that legislation be drawn up
consolidating the direct transfers so that these funds can serve as o permanent
revenue source against which municipalities can borrow for the financing of
capital projects.

f. Assets. Nic . aguan municipalities are guaranteed by the
Constitution the sole, tax-free right to their assets including municipality owned

real estate .

3. Environmental Impact Statement.

An Initial Environmental Examination (IEE) was carried out for this
project which identified and described the nature, scope and magnitude of the
foreseeable effects of this project on the human environment (Annex O), It was
determined that the proposed Rural Municipal Development project would not
adversely affect the environment, Therefore, it was re commended in the IEE
that this project receive a negative determination and that no additional
environmental examination: be carried out on this project. The appropriate
officials in AID/W have studied the IEE and have concurred that a negative
threshold decision is in order,
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C. Social Analysis

1. Target Beneficiaries

This project is designed to strengthen local governmental institutions
so that they can more effectively provide the public services required by their
constituency. The major beneficiary of this project will be rhe poor. The following
analysis of the target population verifies that the majority of existing and potential
users of these services are the poor.

The target population presented in Appendix G can be summarized as

follows:
Region Total Po~ul ation Urban Populotionl/ Rural Population
i 388,236 207,376 130, 860
\% 386,946 102,609 284,337
TOTAL: -7—75-,]—; ;09,985 465, 197:

The Agricultural Sector Assessment published in 1974 presents the most
accurate measurement to date of rural income in Nicaragua. It is estimated that 74%
of the rural pgpplation in Region Il and 82% in Region V have per capita incomes of
less than $120f-ZTherefore, this project has a potential rural target population of
367,000 people.

Income data on the urban population in Nicaragua is limited. Specific
studies have measured urban incomes and their distribution in Managua. The Nicaraguan
Housing Bank and INCAE have recently completel separate income surveys for other
Nicaraguan cities. Based on these studies, USAIZ has estimated the distribution of
income in urban areas cutside of Managua to be the following:

1/ Does not include Managua.
2/ In 1973 prices.
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Annual Per Capital Income % of Urban Population
$ 0 - 109 63%
$210 - 415 20%
$416 - 1,000 13%
Over  $1,000 4%

Assuming these figures are transferable to the urban centers in Regions Il and V, the
urban poor target group (incomes of less than $210) can be estimated at 195,000 in-
dividuals.  More detailed urban income data will be forthcoming from the Urban
Sector Assessment,

2. Socio-Cultural Feasibility

The following analysis of the social environment for this project de-
scribes both the social setting and the opportunities for significant rural social change.

a. Views and Values.  Within the rural community in Nicaragua
the paramount social values have grown out of the Spanish cultural tradition. Although
these values are changing in the larger urban centers, they are strong and persistent in
the smaller communities and the rural areas. A strong sense of personal dignity, of
individualism pervades the culture. This is not so much a concept of the equality of
men as it is a senze of the worth of the individual. A second level of values relates to
the importance of family cohesion, The family is the basic building block of the society
Not only in times of crisis, but throughout life, one tums to his family for support and
strength. A third level of values relates to the social hierarchy in the community.
There is a definite order of social relationships growing out of the old patron-peon
system and carrying over into the whole framework of community loyalties and com-
mitments in rural Nicaragua today.

From this value system, the rural Nicaraguan looks on the outside world
as a frequently hostile force.  The campesino is unable to control the natural and man
made forces which surround him.  To the outsides, he appears sometimes apathetic and
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at other times fatalistic. In fact he may just have very modest hopes and expectations
about changing his world. He would like to improve things for himself and his children
and will work hard to do so, but he also has a built in expectation of failure, that things
won't work out as planned. He views the political system as one which often makes
promises,but they are promises which seldom materialize.

The municipality is viewed differently by its rural and urban inhabitants.
The campesino views it as a market-service center where he comes to buy and sell, to
go to church, and perhaps to seek medical services. He may send his children to school
in the urban center if he can afford to send them beyond the limited levels of the rural
schools. From time to time, the municipality will provide other services from registering
births to providing a place to bury the dead. The campesino will look to the local
government system to settle simple disputes and, if he wishes, to legalize his marriage
or to facilitate his access to services of central government agencies. The urban dweller
in these market towns looks to the municipality for the same services plus others. These
additional services include water and light, where the municipality performs an important
role as intermediary with central agencies which have primary responsibility for these
services. In other areas such as street paving and recreation, the urban dweller may
look with modest expectations for municipal services.

b. Social Patterns at the Community Level. The social hierarchy
at the rural community level is headed by the few professionals who live in the area.
In most instances, the local priest and school teachers are the principal leaders in the
community. These individuals are the important organizers and promoters of community
development activities. The mayor or other city councilmen may or may not be con-~
sidered leaders. The may well be representative of commercial or political interests
which are at a second level in the community hierarchy. Commercial farmers do not
often live in the smaller communities, but, if they do, they typically fit the older
natron role as community leader.

Traditional, subsistence farmers are at the bottom of the social hierarchy.
These small farmers produce primarily for their own needs. Such earnings as they have
often result from working as harvest laborers on commercial farms or for other part-time,
off-farm employment. A step above these subsistence farmers is the modernizing, in-
termediate farmers who are gradually introducing improved technology and producing
for a market. These farmers are those who would be especially benefited by expanded
services in the rural market towns.
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In the last few years, as a result of the GON's Integruted Rural Devel-
opment Strategy, new leaders and promoters have entered the local hierarchy. These
are INVIERNO's Agromocs and the Ministry of Health's Community Promoters. These
individuals are organizing local communities and assisting them in developing their
capability to address their problems through self-help measures or through local insti-
tutions or national agencies. They have added a dynamic and progressive element to
community level activities which is being transferred into more grass~roots participation
by t+ ~ poor.

c. Role of the Municipality.  The role of the municipality in
rural modernization is only one of a set of modemizing influences and must be viewed
in that perspective. The concept of rural development being carried out by INVIERNO
program in Nicaragua places expanded production by the small farmer at the heart of
the process. This is being achieved by improving his accessibility to credit, technology
and other inputs which he needs to produce more effectively for the market. Through
the sale, of his production, the farmer will be on the road to improving his own quality
of life.  But his development depends also on a series of other development services.
Some of these, such as health and education, depend upon the coordination of other
central agency development efforts, Other activities depend upon community self-help
efforts.  These self-help efforts can be private, as in the case of a community ad-hoc
improvement committee or a continuing cooperative-type program, or they can be pub-
lic. The key public agency at the local level in this scheme is the municipality. To
support integrated rural development, the municipal government needs to be able to
provide better, more effective public services. These services will enable all citizens
of the municipality, rural and urban, to share in a stronger, development-oriented
socio~economic system. This is the role of the municipality in rural development and
the basic rationale for this project.

3. Spread Effects and Benefit Incidence

The ability of this project to have a positive impact on the formidable
obstacles in its socio-cultural envirnoment depends very much upon the motivation of
the participants in it. At the community level, it will depend upon the ability of miu-
nicipal governments to break out of the stagnation which all too often characterizes
their approach for providing minimal public services. The key catalytic agent in this
process will be the technical assistance and training arm of the MOG, reaching out
in the name of municipal development to support local, self-help efforts. This process
of social change will depend essentially on the quality and motivation of the technical
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staff assigned to the project. If, as appears at present, they continue to select young,
idealistic, service oriented technicians, pay them well, give them positive support
through training, technical assistance, and high level backing for their work in mu-
nicipal development, the whole enterprise has a significant chance of changing the
local development environment in Nicaragua. The chain reaction which enables a
project like this to become self-sustaining and to spread throughout a socio-political
system depends upon this type of quality staffing and the kind of resource allocation
which the Gove-ment of Nicaragua has committed to this project.

The beneficiaries of the project will be the poor of the rural commu-
nities who are not now adequately served by their local government. These are the
users of the essential public services to be expanded by this project: the markets,
slaughterhouses, and other expanded municipal services. Intermediate beneficiaries
will include the municipalities which will receive technical assistance, training and
credit under the project. But the ultimate and direct beneficiaries will be the people
of the rural communities served by these organizations.

The focus of this project is on needy people in Regions V (the central
highlands) and Region 1l (the central Pacific area outside of Managua), which are the
priority areas foi the INVIERNO rural development program. Over one~half of the
families, which exist in low-end poverty in Nicaragua, live in these two regions.

Birth rates are high (45 per 1,000); infant mortality is high (over 120 per 1,000), and
malnutrition is prevalent (56% of children under five (5) are malnourished). Sanitation,
public health and educational servicas are inadequate. All indicators of social and
economic status clearly identify these people as appropriate for A.I.D. assisted devel-
opment activities.

4, Impact of the Project On Women

This project is expected to have a positive impact on women and on
their role in Nicaraguan society.

a. Municipal Administration and Development.  Women have been
actively taking leadership roles in the municigalities in Nicaragua. Women serve as
mayors or treasurers in several municipalities in Region Il. In Region V women hold an
even larger number of public cffices, from mayor of one of the largest municipalities
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(Matagalpa), to the mayor of the smallest municipality (San Juan de Limay) in the
Department of Esteli. Of the 134 municipalities, women hold the following elected
positions: '

Position _N_o: i/c:_
Mayor 13 10%
Treasurer 24 18%
Trustee (Sindico) 4 3%

In addition, women are appointed as alternates to the above positions, There are 19
alternate mayors who are women, 22 alternate treasurers, and 13 alternate tfrustees.

The technical assistance cnd training program will include these women
as participants in addition fo the employees of the municipality who are women. The
training should have a particulorly positive impact on the leadership role of women in
the municipalities.

b. Municipal Credit Fund.  Specific sub-projects to be financed
under this program will impact on women in a number of ways. New or improved public
markets and slaughterhouses will provide a cleaner and lower cost environment for the
buying and selling of meats, fruits, vegetables and basic grains. These activities are
predominantly performed by women. Improved public services such as potable water,
sewage systems, public laundry facilities and drainage will upgrade the living con-
ditions of families, whose health and welfare is a primary concemn and, in most homes,
the major responsibility of the woman.
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D. Economic Analysis .

During the development of this project, economic decisions were made that
had, and will have, an impact upon the design of the program. Different analyses were
used to determine the most cost-effective approach to the institutional design and the
most beneficial mix of sub-projects in economic and social terms. The reasons for the
institutional design are described below; however, only estimates of the sub-project
impacts can be made at this time.

1.  Institutiond Design.

Cost effective criteria were applied in developing all institutional aspects
of this program. [n 1976, the GON, at the highest levels, decided that the development
of an autonomous municipal development institution would be too costly, especially in
view of the high costs of the reconstruction program and the implementation of its strategy
in the rural sector. Two governmental entities already existed with the legal powers to
conduct a rural municipal development program. The GON therefore opted for a cost-
efficient, two institutional system wherein the Ministry of Government will be handling
the technical assistance and training components, and INVIERNO will serve as the
bank for the program.

The decision to establish a regional center in Region V was based on both
organizational efficiency and cost considerations. Field Monitors working out of
Managua would not ha.e the necessary day-to~day contact with municipal
officials if the outreach program of the MDD is to be effective. The monitors
exposure to municipal realities is increased by assigning them to a regional
office, and the center enables them to draw upon the specializations of their
colleagues as well as upon other field works in the health, education and
agricultural programs. Also, the regional system is more cost effective because
of the savings in gasoline and vehicle maintenance, etc. that will be achieved
by establishing a base of operations closer to the target communities.

Similarly, efficiency considerations were involved in the decison to maximize
the use of local institutions, e.g., CENCA, and INCAE for training and technical
assistance and Obras PGblicas and VMPU for project design, feasibility studies and
supervision cf construction. In this way, the MDD, which needs assistance, can be
expected to meet its demand without duplicating either the technical responsibilities
or capacities of other local entities in achieving the desired outputs.
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The MDD's program has also concentrated its activities in areas that will
have a high pay-off for the municipality. The training program will develop
human capital ot the municipal government level which should have short, medium
and long-term impacts on how the affairs of the community are managed. |t
should be expected that better trained leaders and officers should be able to make
informed decisions on how municipal services can best be used for the benefit
of the citizens.

A second manner in which the MDD % program will have a high pay-off is
in the area of municipal legislation and tax reform. The costs of the modifi cation,
up-dating and revision of municipal legislation are substantially outwcighed by the
potential benefits such actions can have on the revenue base of municipalities.
These efforts will be the most productive in terms of the economic impact the
project will have on the role of the r.unicipality.

2. Sub-project Financing.

The cost and benefits of the specific sub-projects are unknown to measure
at this stage. However, the criteria for allocating limited funds among sub=projects
on the demand schedule are sound, economical ly. Those sub-projects which are self-
financing (e.g , markets, slaughterhouses) will be given the highest priority under
this program. Cost-benefit analysis or internal rate of return (IRR) measurements will
be utilized to evaluate the sub-projects. For example, the municipal market in
Matiguas was evaluated using the IRR method. An IRR of 17.6% was achieved after
thoroughly analyzing the projected demand for market spaces, the existing and
potential demand for the products sold in the market and the capital and operating
costs of the facility.

On non-productive projects (e.g., drainage, street improvements), cost
effective criteria will be used to evaluate the project. Sub-projects will be
designed to meet the needs of the community ot the lowest feasible cost. A basjc
criteria of all sub-projects is that local materials and labor intensive methods
be used.

3. Macroeconomic Analysis

a. Summary of Current Economic Situation.

Despite an unusually dry rainy season, 1976 brought recovery
from the 1975 recession to Nicaragua's agricultural-based economy. The nation's
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gross domestic product (GDP) increased 6.2% in real terms during 1976 and per
capital GDP, at current prices, reached approximately $825. A marked 44% increase
in 1976 export earnings, coupled with. only a slight 3% increase in imports, enabled
Nicaragua to enjoy its first trade surplus ($45 million on an f.0.b. basis) since 1972.
Although the country continues to have a current account deficit due to net outlays
for services, net capital movements should augment the trade surplus by an estimated
$56 million increase in net international reserves in 1977. This development, too, is
a reversal of Nicaragua's recent balance of payments deficits (See Annex N).

In 1976, exports of cotton ($129 million) and coffee ($95 million), both of
which command high prices, contributed greatly to the trade surplus. The price:
of both commodities continue high in 1977. Export earnings from meat and seafooc]
are also up, but depressed world market prices reduced anticipated income from sugar.
Thus, Nicaragua had a trade surplus with most areas of the world, an almost exact
balance with the U.S., and, as usual, a trade deficit with its partners in the Central
American Common Market (CACM) and with Venezuela, its crude oil supplier.

Nicaragua's economic recovery has not been even. Certain 1976 imports
were considerably beow last year's levels, due primarily to the carry-over of large
inventories and a cautious "wait and see " attitude on the part of many in the
private sector. Imports of fertilizers, industrial machinery, raw materials for the

food processing industry, and construction materials were substantially below
1975 totals.

Although investment in the manufacturing sector grew by 60% (chiefly in
textiles and chemical products) and the value of manufactures rose by 7.5% in
real terms, private investment during 1976 declined by 5%. Moreover, while GDP
grew by 16% at current prices, few of those who profited by the export boom were
inclined to make new investments. Indeed, local bankers complained of excessive
liquidity for which suitable borrowers were few.* However, interest rates remained
near the legal maximum.

Higher export prices improved the nation's terms of trade last year by
approximately 27%. The official consumer price index rose 6% during 1976 while
the money supply grew less than 6%. Domestic savings for 1976 increased by 80%

*

The A.1.D.-zupported Pilot Credit Guaranty Project is designed to help
channel some of this exce:s liquidity to smaller producers, and marginal
borrowers normally unable to qualify for private credits.
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and provided financing for about 82% of total capital investment ($357 million).

As savings grew and private sector borrowing slackened relatively, commercial banks
utilized some of their excess liquidity to reduce their foreign indebtedness in 1976
particularly short-term obligations. Also, indebtedness to the government and the Central
Bunk was reduced.

b. 1977 Economic Situation.

Nicaragua's economic performance by mid-year of 1977
indicated continued expori-led growth. Its export earnings should increase by
$120 million over 1976. Coffee is expected to bring in over $180 million,
thus exceeding for the first time in recent memory cotton earnings (estimated
at about $160 million). Income from exports of meat and textiles should
also grow. The 1976 drought affected cotton production; only a 7% increase
over the prior year's crop was registered, but an increase of $34 millian in
1977 export earnings from cotton is expected, due to improving prices.

Nicaragua's expected 1977 balance of payment surplus (US$56 million) will
be larger than in 1976  Expenditures for invisibles, including debt services, will
reduce the anticipated trade surplus, but official capital should offset this. The
Nation 's GDP should exceed $2, 100 million by the end of the year, an estimated
growth of 15.8% in current terms, and .6.6% in real terms. The consumer price
index, however, may rise somewhat in 1977.

The coffee rust which the government announced in November, 1976, is
apparently now under control; financing of the anti-rust program was covered by
the emergency tax on coffee exports. An initially wet rainy season in 1977
portends recuperation of basic grains production aoffected by drought in 1976.

c. Public Sector Finances.
1) Revenues.

Once again, in 1976, Nicaraguan Central Government
current revenues rose over the prior year's collection but fell shert of the year's goal .

1976 current revenues are estimated to be 1527.8 million cordobas compared

to 1312.9 million cordobas in 1975, and to 1658.3 million cordobas originally projected
in the 1976 budget (see Annex N). 1976 actual revenues thus represent a 16% increase |
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over 1975 actual collections and 92% of expected 1976 collections.

Income tax was reformed in 1975 to be somewhat more progressive and more
responsive to GDP growth, but 1976 collections were overestimated and underenforced.
The 40% increase in 1976 income tax revenues over 1975 was significant, but only
three quarters of the expected total. This was even more disappointing given the
windfall gains of coffee exporters and the excess liquidity of private banks. (Coffee
exporters, are being taxed $5 per quintal in 1977 to fund the rust eradication
campaign.) Indirect revenues still represent three quarters of total tax collections. -
This proportion has declined slightly since 1973. Sales tax performance in 1976
was 13% better than expected, due in part to the economic recovery.

2) Expenditures.

The 1976 current and capital expenditures of the
Central Government were very close (and slightly under) the target (See Annex
N). Implementation of real investment was only 77% of the target level, due
largely to project delays, but additional capital transfers to public banks and
autonomous agencies compensated for most of the real investment shortfall.

3) 1977 Revenves and Expenditures.

The 1977 Budget projected 1,695.2 million cordobas or
a 10.9% increase in current revenues (including recuperations and earmarked taxes).
(These estimates were recently revised to 1,700 million cordobas.) Total expenditures
are estimated at C$2, 876 million of which C$1,457 million (or 51%) are current.
The resulting C$1, 135 million deficit is to be financed by C$1,084 million in
foreign borrowing and the balance through internal credit. This latter item includes
borrowing from the Social Security System (C$56 million) and authorization to issue
bonds, essentially a balancing item which is not like to be used unless and until
actual shortages occur. The 1977 programmed expenditures represent a 20% increase
in current expenditures and 57% in capital expenditures over 1976 (See Annex N).

Public debt scrvicing is diverting (16-17%) of 1977 capital budget.

d.  Debt Service Capability.  In general terms, the GON is
maintaining its debt service within manageable proportions as compared to exports
(i.e., the generation of foreign exchange). High world market prices for export
crops have permitted the GON some breathing space in this regard, as the table below
indicates:
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Nicaroqua: Debt Service/Exports Ratio

(US$ millions)

1975 1976(p) 1977 ()
1. Exports Goods 376 541 663
2. Est. Exports Non-Factor
Services 55 60 €5
3. Total Exports 431 601 728
4. Debt Service 59 84 110
5. 4 +3 = 13.7% 14.0% 15.1%

Source:  Central Bank for exports; USAID estimates for other.

Note, however, that despite significant increases in exports, debt service
payments are rising slightly faster. The GON has begun to pay off large
commercial borrowings negotiated .n 1973 and 1974. Although, it contracted
over $100 million from commercial and export banks in 1976, terms tended to
be somewhat softer. Some of this borrowing was for consolidation of debts, and
other loans potentially for export product financing. New lines of credit for
road building equipment exceeded $60 million.

The weight of debt serviding is being felt more heavily as a diversion of Central
Government resources rather than as a diversion of foreign exchange. As the table
below shows, interest and omortization of Central Government interml and external
borrowing will absorb 15.5% of total expenditures in 1977.

Nicaragua:  Central Government Debt Service (External and Internal)

1975 1976 1977
Interest as % Current Expenditures 15.5% 13.7% 14.9%
Amortization as % Capital Expenditures 13.0% 17.3% 16.1%
Total Debt Service as % Total
Expenditures 14.4% 13.9% 15.5%

Source: Central Bank.

UNCLASSIFIED



UNCLASSIFIED
- 85 -

The GON has tightened its current spending for 1977 in order to cover
interest payments; only absolutely essential new positions were to be established.
It also continues to seek concessional financing wherever appropriate. Debt
service is expected to stabilize below 18% of exports over the next few years
und then increase more slowly in absolute terms as the average payments are offset
by debt consolidation. Interest payments to A.1.D. are a relatively small share
of total public sector interest payments (under 6% in 1977), and the some is true
of amortization of A.1.D. loans as compared with total amortization Traditionally,
the GON has been concerned about its credit image with donor agencies and
has sought to make timely payments. It is expected that this attitude will continue.
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PART V. - IMPLEMENTATION ARRANGEMENTS

A. Borrower Arrangements

1. Ministry of Government.

The Minister of Government will be responsible for the technical assistance,
training and special studies activities of this project. The Director of the Municipal
Development Department will be responsible for the day-to-day operations of the program
and report to the Minister through the Chief Administrative Officer (Oficial Mayor).

The Oficial Mayor is a legal advisor to the Minister and coordinates all paperwork and
people within the Ministry of Government.

The Administrative Officer of the MDD will keep accounting records of
the use of all A.1.D. and counterpart funds. He will be assisted by the Controller
General's representative who is assigned permanently to the MDD as an employee and
serves as a liaison between the two institutions.

2. INVIERNO.

The General Manager of INVIERNO will manage the credit fund and
make the necessary and appropriate day-to-day decisions regarding the fund. The Chief
of the Municipal Development Loan Department in INVIERNO will coordinate the
financial analysis of the loan applications INVIERNO receives from the MOG. The
Chief will report directly to the General Manager of INVIERNO.

3. Council of Directors.

The Council of Directors will serve as an overall policy setting, sub-
project approval and guidance organism for the program. The Council meets once a
month to review program progress, approve sub-project credit applications and to
resolve any institutional conflicts. The Minister of Government will preside over the
Council.

B. A.l.D. Arrangements.

1. USAID Administrative Responsibilities.

Mr. David Jickling will be the Project Manager for the USAID and
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will be assisted by a Committee consisting of representatives from the Rural Development
Division, the Project Finance and Implementaticn Staff, the Controller's Office, the
Housing and Urban Development Office and the Engineering Office. In addition, the
Regional Legal Advisor will assist as needed with implementation activities on the
USAID side.

Finally, the USAID expects that AID/W will actively backstop program operations,
including when appropriate, the preparation and processing of documentation.

2. USAID Sub-Project Monitoring Responsibilities.

Because this project represents a continuation of a relatively new activity
for both the Ministry of Government and INVIERNO, the Mission, represented by the
project committee, will closely monitor the flow of sub-project requests through the approval
mechanism. Specifically, USAID will be informed of all applications by the MDD for
further analysis. USAID will receive for the review and approval all feasibility studies
for sub-projects in excess of $25,000. USAID will also receive for approval all
designs, specifications, cost estimates and draft contracts either as part of the feasibility
or separately for all sub-projects over $25,000.* Feasibility studies for sub-projects
costing less than $25, 000 wiil be submitted to USAID for the Mission's information and
files.

Regular monthly ineetings will be held with representatives of the MDD
and INVIERNO to discuss all sub-projects in the development and implementation
stages. In addition, all sub-projects will be periodically monitored by USAID
technical staff during the construction period.

For sub-projects costing less than $100,000, MDD/INVIERNO will cooperate
with VMPU, DENACAL, Public Wnrks, etc., in supervising the construction.
Sub-projects costing in excess of $100,000 will require the selection of an A&E
supervisor agreed upon by the municipality, MDD and INVIERNOQO. Prior to
final acceptance for all sub-projects (three to four weeks before completion of
conistruction) they will be reviewed by authorized representatives of A.1.D.,
the municipality, the responsible supervising government agency and/or the A % E
supervisory firm, the contractor, MDD and INVIERNO. These representatives
will formally note any construction pending, deficiencies, quality of work and

Sub-loans over this amount will be reviewed for conformity to project criteria,
appropriateness for A.l.D. financing, and general engineering and economic
souncness.
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compliance with the construction specifications. Final acceptance by the .
municipality and by MDD and INVIERNO will take place when all the required

work is completed.

3. Disbursement Procedures.

All A.1.D. funds will be earmarked to specific project components through
the funding authorization procedure. The GON and USAID will choose appropriate
disbursement procedures for the specific requirements of the goods and services being
financed. This process should help facilitate disbursements and avoid procurement delays.
Examples of these procedures are discussed below .

a.  Disbursement for Foreign Exchange Costs. GON may obtain
disbursements of funds under the Loan for fhe foreign exchange costs of goods
or services required for the Project in the following ways as may be mutually agreed
upon:

1) By submitting to A.1.D. with necessary supporting documentation,
(a) requests for reimbursement for such goods and services, or (b) requests for A.|.D.
fo procure commodities or services in Borrower's behalf for the project; or

2) By requesting A.1.D. to issue Letter of Commitment for
specified amounts (a) to one or more U. §. banks, satisfactory to A.1.D., committing
A.1.D. to reimburse such bank or banks for payments made by them to contractors or
suppliers, under Letters of Credit or otherwise, for such goods and services, or (b)
directly to one or more contractors or suppliers, committing A.|.D. to pay
such contractors or suppliers, through Letters of Credit or otherwise, for cuch
goods or services,

Banking charges incurred by Borrower in connection with Letters
of Commitment and Letters of Credit will be financed under the Loan unless the
Borrower instructs A.1.D. to the contrary. Such other charges as the Parties may
agree to may also be financed under the Loan.

b.  Disbursements for Local Currency Costs.  Disbursements for local
currency costs will be made on o reimbursement basis.  The Ministry of Finance
will be requested to establish a revolving fund in MOG and INVIERNO for project
expenditures and the sub-project credit fund respectively .
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A.1.D. revieved the possibility of using the Fixed Amount Reimbursement
(FAR) method of payment for sub-project expenditures. It was decided that the FAR would
not be practical because of the individuality of the sub-projects. There will be no
standard design for a market or water system due to the varying needs of the communities.
Therefore, it was decided to use a sub=project specific payment system whereby
A.1.D. will pay an agreed upon amount for the project after review:ng designs and
cost estimates, and any cost overruns will be borne by INVIERNO.

4, Procurement Procedures.

Loan financed items will have their source and origin in Geographic Code
941 countries, including Nicaragua. It is estimated that approximately $400, 000 of the
project will be utilized for dollar costs while approximately $3.10 million will be
provided for local currency costs. Per PD=-68, the Ministry of Government will contract
for nearly all the financed goods and services itself. However, it is anticipated that
A.1.D. may be called on to contract for some foreign participant training. With respect
to procurement for technical services, it is expected that the Ministry of Government

will give preference to consultants with prior successful work with other municipal
development programs in Latin America.

5.  Accounting Procedures.

This project will be accounted for and reported on an accrual basis by

project components. (See Financial Section). A table of accrual basis is presented
below.

Type of Expenditures Accrual Besis
Commodities Constructive Delivery
Techaical Services Person-Months Completed
Training Person-Months Completed
Construction Services % of Completion

C. Implementation Plan.

It is planned that the Rural Municipal Development Project will be implemented
in accordance with the following appropriate schedule:
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Activity Estimated Date
Loan Authorized 4 | by 9-20-77
Loan Agreement signed by 11-30-77
Conditions Precedent to Initial Disbursement for
Technical Assistance and Training Met. by 3-31-78
Conditions Precedent to Initial Disbursement for
Sub-Projects Met. by 6-~31-78
First Project Evaluation Completed - Focusing on
Experiences under L-031. by 9-30-78
National Municipal Development Strategy
Presented Publicly. by 1-1-79
Second Project Evaluation Completed. by 9-30-79
ThirdProject Evaluation Completed. by 9~30-80
Final Project Evaluation Completed by 9-30-81
Terminal Date for Requesting Disbursement. by 11-30-81

In light of the progress of the program under A .| D. Loan No. 524-T=031 and
the institutional capabilities of INVIERNO and MOG, the above schedule represents
the GON/AID's best estimate as to overall project timing. These plans are reflected
in greater detail in the PERT Chart of Annex P.

D. Evaluation Plan.

Baseline data for this project has been collected in the diagnostic study of
the municipalities in Regions V and Il carried out by INVIERNO and the Ministry
of Government in 1976. This comprehensive survey includes data on the current status
of these municipalities and will be used to measure progress in municipal development
as a result of this project. This data includes Social and Economic Characteristics,

Municipal Infrastructure, Administrative Capacity, Community Needs and Community
Perceptions.
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The Special Studies Division of the Municipal Development Department of the
Ministry of Government will be primarily responsible for evaluation of progress
under this project. Evaluations will be carried out on three levels of complexity and

frequency .

1. A Continuing Management Information System.

Technical assistance will be provided to the Special Studies Division in
organizing an "operation center, " which will provide the MDD management with a
continuing flow of information on various activities underway. This system will
be essential in order to insure a coordinated effort of training, technical assistance and
credit to the participating municipalities. Work plans and progress reports will be
tied (n to this "operations center" concept of management. Short term objectives (up
to one yeor in advance) will be defined, charted, and work steps needed to achieve
these objectives will be outlined. Personnel will be assigned to tasks related to
these work steps, and work will be monitored on a continuing basis to insure
effective movement toward project goals. Corrective action will be taken when
performance varies from planned achievements. This type of continuing evaluation is
perhaps the most impc rtant for the effective management of the project.

2.  An Annual Program Review.

On a yearly basis, a team made 1:p of the Director of the Municipai
Development Division, MOG, the Director of Municipal Development, INVIERNO and
the USAID Project Manager will review progress in project implementation. The primary
purpose of this evaluation will be to identify problems which hove occured and to
anticipate new problems in cider that corrective action zan be taken to insure
more effective project implementation. This review wili consider themes such as
these:

a.  Development Role.  Has the MDD fulfilled its assigned developmental
role? To what extent have MDD financed sub-projects been successful in increasing
the capacity of rural municipios to enhance the economic and social well being
of their inhabitants? Have the MDD coordinating activities with other GON ministries
and agencies developed as planned? Have GON programs, policies and actions
helped or hindered the MDD in carrying out its functions?

b.  Institutional Progress.  Has the coordination agreement between the
MOG and INVIERNO been effective? s the MDD developing into an effective institution?
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Have the municipios received the expected amounts of financial and technical assistance?
Has the MDD developed and placed into use policies, regulations and directives anticipated
in the project paper? Has the MDD's professional staff continued to develop as

expected? Have the joint responsibilities of the MOG and INVIERNO been performed

as outlined in the project paper? Are internal information/communication and

evaluation systems functioning as anticipated? Have the MDD Regional Centers

been successfully established, and to what extent have they become effective?

¢.  Municipal Improvement.  Have MDD technical assistance and
fraining programs provided rural municipios with the capability to identify, develop,
implement and manage loan funded sub-projects? Has the MDD collected data on
existing municipal services and needs been used to assist rural municipios to plin capital
investment programs? Have the MDD 's technical assistance ond training activities
increased local revenues? To what extent has municipal adminisization been improved
by the MDD's technical assistance and training programs? Have municipal public
services and infrastructure improved? Are the sub-projects promoting the development
and or market towns as agricultural service centers? Have MDD/INVIERNO
financed sub-projects had an appreciable social and economic impact on the rural
municipios and the target population?

d.  Sub-Project Costs and Benefits. What have been the costs
and benefits of different kinds of sub-projects? Which sub-projects have been the
best economic and social investment? What has been the adminisirative
experience of the municipios with different type of sub-projects? What improvements
can be made? Have sub-project loan criteria been followed? Do modified or
additional sub-project loan criteria need to be developed?

3. A Project Impact Study. At the end of three years of project implementation,
an independent social survey team will be contracted with project technical assistance funds
to carry out a systematic beneficiaries’ impact study. On a sample basis, this team will
interview a cross-section of project beneficiaries including rural and urban dwellers and
municipal officials in a selection of municipalities assisted by the project. The survey
will focus on benefits and changes, both positive and negative, in the local community
which can be attributed to the project. A determined effort will be made to measure
the impact of the project on its ultimate beneficiaries and to provide useful feedback
to the project managers for the improvement of continuing project activities. The
baseline data in 1776 diagnostic study will be used for comparisons, especially as it
relates to sociai and economic indicators and previous levels of municipal services.
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E. Conditions and Covenants.

1. Prior to any disbursement, or the issuance of any commitment documents
under the Project Agreement, the Ministry of the Government shall furnish in form
and substance satisfactory to A.1.D.:

a.  Evidence of the establishment of a Regional Office in Region
V staffed with sufficient Field Monitors and other personnel necessary for the
proper functioning of said office.

b.  Evidence that the Municipalities and other interested parties have
received copies of all laws, decrees, and regulations relating to municipalities and
localgovernments in Nicaragua.

c.  Evidence that the MOG and INVIERNO have submitted a time-
phased project implementation plan, including counterpart allocations.

2. Prior to any disbursement or to the issuance of any commitment documents
under the Project Agreement, to finance consulting services, the Ministry of the
Government shall furnish in form and substance satisfactory to A.l.D. evidence that
it has obligated all funds programmed for this purpose under A.1.D. Loan No.
524-71-031.

3. Prior to any disbursement, or to the issuance of any commitment document
under the project document to finance municipal sub-loans, the Ministry of
Government and INVIERNO shall furnish, in form and substance satisfactory to
A.1.D., evidence that they have obligated all of the municipal credi funds
under A.1.D. Loan No. 524-T-031.

4. Prior to any disbursement, or the issuance of any commitment documents
under the Project Agreement to finance technical assistance and training, the
Ministry of Government shall furnish, in form and substance satisfactory to A.|.D.,
an implementation plan for this Component.

5. Prior fo any disbursement, or the issuance of any commitment documents
under the Project Agreement subsequent to January 1, 1978, the Ministry of
Government shall furnish, in form and substance satisfactory to A.l.D., evidence
that its field monitor system has been extended to Region Il.
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6.  Prior to any disbursement, or the issuance of any commitment documents
under the Project Agreement und subsequent to January 1, 1979, the Government of
Nicaragua shall furnish, in form and substance satisfactory to A.1.D., evidence that
the Government of Nicaragua has developed a municipal strategy including:

a. An expanded concept of the role of the municipality in development.

b.  Specific steps which will be taken to increase municipal revenue
through municipal self help measures and through broader sharing by the municipalities
of the national revenue.

c.  Methods of fostering greater inter-municipal cooperation.

d.  Plans to improve the status of municipal officials and the
quality of municipal administration.

e.  Other steps to expand and improve municipal services for the
benefit of all citizens with special attention to those with limited income in both
the rural and urban areas.

7.  Borrower shall covenant to budget adequate amounts to maintain the
ongoing viability at the municipal credit fund and the recurring operating costs of
the municipal development organization to carry on the project activities after the
A.l.D. project disbursements are completed.
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Page 1 of 1
AID/W APPROVAL AND GUIDANCE MESSAGE

R 1123297 JAN 77

FM SECSTATE WASIDC

TO AMEMBASSY MANAGUA 7912
BT

UNCIAS STATE 006254

ATIDAC
E.0. 11652:N/A

TAGS:

SUBJECT: PROPOSED MUNICIPAL DEVELOPMENT LOAN

REFERENCE: (A) MANAGUA 5612, (B) MUDGE/ZALIMAN/DIAZ MFETING 12/10/76,
(C) STATE 287282, (D) WEINBERG/MUDGE LTR DID 11/12/76

1. AID/W HAS NO OBJECTION TO COURSE OF ACTION PROPOSED IN REFIEL (A) ALTHOUGH
WE MAINTAIN OUR RESERVATIONS, EXPRESSED IN REFS (C) AND (D) ABOUT CHANGES IN
IMPLEMENTAT TON ARRANGEMENT FROM THAT ORIGINALLY CONCEIVED IN THE RURAL DEVEIOP-
MENT SECTOR LOAN PAPER AND SUBSEQUENTLY CONFIRMED IN THE PRP FFOR THE SUBJECT
LOAN, SPECIFICALLY, TI' IS OUR CONCERN THAT IF THE OBJECTIVE OF THE PROJECT

IS MUNICIPAL DEVEIOPMENT, THE THRUST OF THE PROJECT SHOULD BE STRENGTHENING
THE CAPACITY OF MUNICIPAL GOVERNMENTS AND NOT SIMPLY THE PROMOTION OF RURAL
INFRASTRUCTURE, MISSION INTENTION TO NOT PRESENT THE PP FOR THE SUBJECT LOAN
UNTIL IT CAN BE CLEARLY DEMONSTRATED THAT THE QUALITATIVE ASPECTS (TRAINING,
TECHNICAL ASSTISTANCE) FOCUSED ON STRENGTHENING LOCAL GOVERNMENTS AS ADMINISTERED
BY THE MINGOV ARE OPERATIONAL WILL HELP TO DISPEL THESE RESERVATIONS,

2. WE WOULD APPRECIATE IT IF MISSION WOULD KEEP US INFORMED OF PROGRESS OF
MINGOV UNIT IN BECOMING OPERATIONAL, AS DISCUSSED DURING REFCON (B), MISSION
IS ASKED TO SUBMIT A STATUS REPORT PRIOR TO PP SUBMISSION (IN MAY OR JUNE)
WHICH DISCUSSES: (A) THE GON POLICY ON MUNICIPAL DEVELOPMENT (ESFECIALLY, THE
ROLE OF MUNICIPAL GOVERNMENTS IN THE GOVERNMENT'S DEVEIOPMENT PIANS, GENERAL
ASSISTANCE REQUIRED, AND WHAT INSTITUTION WILL PROVIDE IT); AND (B) THE MINGOV
MUNTCTPAL UNIT'S ORGANIZATION, STAFFING AND MUNICIPAL ASSISTANCE ACTIVITIES.
IDEALLY, IN ORDER TO JUDGE WHETHER OR NOT THE MINGOV MUNICIPAL UNIT IS
OPERATIONAL, THE UNIT WILL BE ESTABLISHED, STAFFED, PROGRAMS DEVELOPED, AND
WORK INITTATED ON THOSE PROGRAMS.

3. IF THE PROPOSED MUNICIPAL DEVELOPMENT PROGRAM APPEARS PREMATURE AT THIS TIME,
WE WOULD NOT OBJECT TO RECASTING THE PROGRAM TO FOCUS ON THE MORE LIMITED AIM

OF PROVIDING RURAL INFRASTRUCTURE WITH SOME TA AND TRAINING FOR MUNICIPAL
GOVERNMENTS IN ORDER TO BUIID 1HE INSTITULIONAL CAPACITY FOR A SUBSEQUENT
MUNICIPAL DEVELOPMENT PROGRAM. THIS ALTERNATIVE, WHICI IA/DR AND THE MISSION
HAVE PREVIOUSLY DISCUSSED WOULD NOT INCLUDE AS A PRIMARY EMPHASIS THAT OF
STRENGTHENING THE CAPACITY OF THE MUNICIPAL GOVERNMENTS AND WOULD BE IN

ESSENCE, A CONTINUATION OF Tili RURAL MUNICIPAL INFRASTRUCTURE ACTIVITY OF THE
RURAL DEVELOPMENT SECTOR ILOAN (031).

4. PER TELCON WITH CRDO WENGER, AID/W EXPECTING SUBMISSION OF PP TN AUGUST 1977.

BT ROBINSON
6254
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CHECKLIST OF STATUTORY CRITERIA

UNCLASSTFIED
ANNEX B

(Alliance for Progress)

A. GENERAL CRITERIA FOR COUNTRY

1.

(A}
[y}

FAA Sec, 116, Can it be demonstrated
that contemplated assistance will
directly benefit the needy? If not,
has the Department of State determined
that this government has engaged in
consistent pattern of gross violations
ol' internationally recognized human
rights?

I'AA Sec, U481, Has it been determined
that the government of recipient
country has failed to take adequate
steps to prevent narcotics drugs and
other controlled substances (as defined
by the Comprehensive Drug Abuse
Prevention and Control Act of 1970)
produced or processed, in whole or in
part, in such country, or trauasported
through such country, from being sold
illegally within the jurisdiction of
such country to U.S. Government
personnel or their dependents, or from
entering the U.S, unlawfully?

I'AA Sec, 620(a). Does recipient country
furnish assistance to Cuba or fail to
take appropriate steps to prevent ships
or aircraft under its flag from carrying
cargoes to or from Cuba?

I'AA Sec. 620(b). 1f assistance is to
a Govermment, has the Secretary of
State determined that it is not
controlled by the international
Communist movement?

FAA Sec. 620(c). 1If assistance is to

government, is the government liable as
debtor or unconditional guarantor on any
debt to a U.S. citizen for goods or
services furnished or ordered where (a)
such citizen has exhausted available

legal remedies and (b) debt is not denied

or contested by such government?

UNCLASSIFIED
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Yes. This project will directly
benefit the poor by improving the
financial and administrative capacity
of municipal governments to provide
the local infrastructure and public
services required by the people living
in its Jurisdiction.

No., It has not been so detemined.

Mo. It does not furnish such
assistance.

Yes. The Secretary of State has
50 determined,

No. The Govermment of Nicaragua
is not so liable.



10.

11.

FAA Sec. 620(e)(1). If assistance

is to a government. has it (including
government agencies or subdivisions)
token any action which has the effect

ol' nationalizing, expropriating, or
otherwise seizing ownership or control
of property of U.S. citizens or entities

beneficially owned Ly them without taking

steps to discharge its obligations
toward such citizens or entities?

I'AA Sec. 620(f); App. Sec. 108, 1Is

recipient country a Communist country?
Will assistance be provided to the
Democratic Republic of Vietnam (North
Vietnam), South Vietnam, Cambodia or
lmnos?

FAA ec. 620(i). is recipient country
in any way involved in (a) subversion
of', or military aggression against, the
linited States or any country receiving
.. assistance. or (b) the planning of
such subversion or aggression?

PAA ec, 620(j). Has the country per-
mitted, or fniled to take adequate
neagures to prevent, the damage or
destruction, by mob action, of U.S.
property?

I"AA Sec. 620(1). If the country has
failed to institute the investment
fruaranty pregram for the specific risks
o' expropriacion. inconvertibility or
conliscation, has the A Administrator
within the past year considered denying
assistance to such government for this
reason?

FAA Gece. 620(0); Pishermen's Protective
X 5 [f country has seized, or
imposed any penalty or sanction against,
any 1.5, fishing activities in inter-
national waters.

#. has any deduction required by Fisher-

men's Protective Act been made?

b. has complete denial of assistance
been considered by AID Administrator?

UNCLASSIFIED
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No. The Govermnment of Nicara-
gua has taken no such action.

No. Nicaragua is not a
communist country nor is it help-
ing Vietnam, Cambodia or Laos.

No. Nicaragua is not subverting
the United States.

No. Nicaragua has not failed
to take such measures.

The Investment Guarantee Program
exists in Nicaragua.

Nicaragua has not taken any action

against U.S. fishing activities.

No deduction is required.

Denial of assistance has not been
considered,



1.

13.

15.

16.

17.

18.

FAA Sec. 620(q); App. Sec. 50k,

(a) [s the government of the recipient
country in default on interest or
principal of any AID loan to the
country? (b) ls country in default
cxceeding one yeur on interest or
principal on U.5. loan under program
tor which App. Act appropriates funds,
unless debt was earlier disputed, or
appropriate steps taken to cure default?

FAA Sec, 620(s). What percentage of
country budget is for military expendi-
tures? How much of foreign exchange
resources spent on military equipment?
jlow much spent for the purchase of

sophisticated weapons systems? (Considera-

{tion of these points is to be coordinated
with the Bureau for Program and Policy
Coordination, Regional Coordinators and
Military Assistance Staff (PPC/RC).)

"AA Sec, 620(t). Has the country severed
diplomatic relations with the United
states? [ so. have they been resumed
and have new bilateral assistance agree-
ments been negotiated and entered into
since such resumption?

FAA Sec. 620(u). What is the payment
status of the country's U.N. obligations?
1f the country is in arrears, were such
arrearages taken into account by the AID
Administrator in determining the current
ATD Operational Year Budget?

T'AA Sec. G20A. llas the country granted
sanctuary from prosecution to any indi-
vidual or group which has committed an

act of international terrorism?

FAA Sec. (0606, Does the country object,
on basis of race. religion, national
origin or sex, to the presence of any
officer or employee of the U.S. there

to carry out economic development program
under FAA?

FAA Sec. (69, Has the country delivered
or received nuclear reprocessing or
enrichment equipment, materials or
technology, without specified arrange-
ments on safeguards, etc,.?
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Nicaragua is in default on
AID Ioan 017 for $18,592.50 since

May 1977.

Defense expenditures ror 1977 are
10.T% of the total national budget.
Approximately ,2 % of foreign
exchange resources are spent on
military equipment. None is spent
on the purchase of sophisticated
weapons systems.

No. Nicaragua has full diplomatic
relations with the United States.

Nicaragua is not delinquent in the
payment of its U.N. obligations.

Nicaragua has not granted
sanctuary to any terrorist group.

Nicaragua does not so object to
any U.S. assistance officer,

Nicarvgua has no nuclear equipment.


http:18,592.50

MISSING PAGE

NO. M




(6) Otherwise responding to the
vital economic, political, and
social concerns of its people,
and demonstrating a clear
determination to take effective
self-help measures.

c. VAA Sec. 201(b), 211(a). Is
the country among the 20 countries
in which development assistance
loans may be made in this fiscal
year. or among the 4O in which
development assistance grants
(other than for self-help projects)
miy be made?

d. AN Sec., 115, Will country be
furnished, in same fiscal year,
cither security supporting assist-
ance, or Middle Bast peace funds?
[f so, is assistance for population
programs, humanitarian and through
international organizations, or
regional programs?

security Supporting Assistance
Country Criteria

u.  MFAA Sec, 5078, las the country
eneagred in o consistent pattern of
pross violations of internationally
recopnized human rights? Is program
in accordance with policy of this
secbion?

L. I"AA Sec. 531. is the Assistance
to be lurnished to a {riendly
country, organization. or body
eligible to receive assistance?

c. VAA Sec, (09, If commodities
are Lo be granted so that sale
proceeds will accrue to the
recipient country, have Special
Account. (counterpart) arrangements
been mnde?
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Nicaragua's major effort in integrated

rural development reflects a clear
policy determination to improve the
socio-economic status of the rural poor.

Nicaragua is among the countries in
which develomment loans may be made.

Nicaragua will receive no supporting
assistance this year.

No.

Yes.

Not applicable.
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6C(2) - PROJECT CHECKLIST

Listed helow are, first, statutory criteria applicable generally to projects with FAA funds, and
then project criteria applicable to individual fund sources: ‘Development Assistance (with a sub-
category for criteria applicable oniy to loans): and Security Supporting Assistance funds'

]

RENERAL CRITERIA FOR PROJECT,

1. App. Unnunbered; FAA Scc. 653(b) A description of this projedt was shown

on page 224 of the FY 1977 Congressional
Presentation.

(a) Describe how Committces on Appropria-
tions of Senate and Housc have been or
will be notified concerning the project;
(b) is assistance within (Operational
Yoar Budact) country or international
oraynization allocation reported to
Congress (or not more than $1 million
over that figure plus 108)? .

2. FAN Sec. 611(a)(1). Frior to obligation
A 2b00, Wi thove Be (o) M
\ engineoring, financial, and other plans
necessary tu carry out the assistance and
(b) o reasonably firm estimate of the
cost to the U.S. of the assistance?

3. FAn Sec. G1I(a)(2). if further legis- : . ¥ 3 .
B IOl e B Cracl Noifurtherilegislative action is/required.
country, what 15 basis for reascnable
pxpoctation that such action will be )
completed in time to permit orderly
accomplishment of purpose of the assis-
tance?

4, FM Scc. ﬁ]‘.(b); J‘\_D}'n. Sec. 101, If for Not applicable.
water or water-related land resource

construction, has project met the stan-
dards and criteria as per Memorandum of

the President dated Scept. 5, 1973

(replaces Memorandum of May 15, 1962; -
sce Fed. Register, Yol 34, Ho. 174, Part
111, Sept. 10, 1973)?

5. TM Sec, 611(e). 1f rrojoct is capital Yes., The Director has so certified.
avsantance (iaf., cotstruction), and all
U.S. annistance for it will exceed
Y il lion, has Mission Diovector certified
the country's capabil ity effeclively to
raintan and ubiliae L project?

| MICROFILTED FroR mg
.- AVAIRABLE GopY 7
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A.

6.

7.

8.

9.

0.

EAR Sec, e, 619, 1 jaoiect susceptible
of eXvCution uy part of reaional or multi-:
lateral projuct? If ao why is project not
$0 exncuted? Information and conclusion
whether assistance will encourage
regional develupment progcams. If
assistance is for newly independent
country, s il lTurnished through multi-
luteral oroanizations or pians to the
maximum extent appropriate?

a5
FPA Sec. 601(ads (and Sec. 201¢f) for e
develapient Toans).  Inforiation and
conclusions whetlher project will encourage
eiforis of the country to: (a) increase
the flow of international trade; (b) fos-
ter private initiative and competition;
(c) encourage development and use of
cooprrataves, crelit unions, and savings
and loan associgtiong, () discourage
monopolintic piractices; (e) dmprove
technical efficivncy of industry, agri-
culture and cotierce; and (1) strengthen
free labor unigns,

ERA S GO1(E) . Information and con-
clusion on how jnject will encourage
U.S. private teade and investuent abroad
and enceurage private U,S. participation
i fOreian s s Lance. prodgeans (including
use ol peivate Leade channels and the
services ot U.S. private enterprise),

PAN Sevl GLETRGL hec. 63600}, Describe
ALERG Lason T assure Lhat, to the
mwaxirum extent possible, the country is
contribubicg locil cursencicn to meet

e enst of conbractual and other
strvieaa, and foreign currencies owned

by the (L0, are utilized to neet the cost
of contractuai and other services,

[IA See. 6l2{a). Does the U.S. own excess
foreran currency and, if o, what arrange-
ments have been made for its release?

LU INGECRITLRIA FOR HOJECT

U

Develognent. Anistance Project Criteria
A, N e, 1G2ye)s Sea. ) v oSec, 281a.
Crtent” To whicn activity wiil (A) ef fec-.
Lively invalve Lhe poor in dovislopment,
by eabvnaing oot Lo edunoiny at local
Tevel, dnceeaning Tabor=1ntens ive pro-
duction, tnrieadang investeont aut from
Citiea Lo wmal i towng and riral areas;
and (L) help develop cooperatives,
aspeciatly by technical assistance, to
asq1at mucal and urban poor to help
thrwhniu~u Wiwnard bictter 1ite, and other-
wise encouraqe democratic private and
Tocal governmental institutions?
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No,

o [GROFILED Ghoi sioy -
- RVANABLE GERY i

i
|

The project will foster general develop-
ment at the local municipal level.I |

Some goods and services will be purchased
from the United States under the project. ;-

The Government of Nicaragua, including
mnicipal. governments, will contribute
over 50% of the cost of this project.

Not applicable.

The project will directly influenc#

the decentralization of investment!
Cecisions ‘toward the small towns and

rural areas of Nicaragua. It will

also directly encourage thé develop-

ment of local government institutions. o

MICROFILMED FROM BEST !
AVAILABLE GOFY = — -
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b, FAR S 303, 104, 104, 108, 106, :
1T T eT s istance LLisy made available: '

[iiclude only applicable paragraph --

2.j.,a, b, ete, -- which corresponds to

source of tunds used. If nore than one ]
fund source is used for project, include

relovant pacanseash for each fund source.] : ) -

(1) (105 for agriculiura, rurdl develop- As part of the Nicaraguan integrated rural
ment o nutrition; if so, extent to development program this project will provide
-.»:.i“'.h_.\.r‘l.vn'i;;,: i5 s;taamﬁcn]]}y_ infrastructure and Buppor‘b for impréving the
dusigned to increase prodisctivity )
and incore of rural poory, [103A] .- income °£“the rural poor.

i tor aqeicul tural rescarcch, is Tk
full account taken of needs of small
farmers,

(2) [1ua] Yor population planning or
nealths it so, oxtent to which
activity extends low-cost, integrated
delivery systoms to provide health ' = . ]
amd family planning services, ' G iy,
evupuecially to rural areas and poor; l !

(3) [105]) for education, public admin-
istration, or hunun rasources ) ; e
aevelopient; if 5o, extent to which
cobivity stirenathens nonformal
ciucation, wakes rosimal education }
e redevont, especially for rural
fanalies and urhan poor, or
slrengthens nangionant capability
ntfinstitutions caabling the poor to
rarlbicipaie in deveiopent;

(b)) L0y for technicel assistance,
UG, Peseieen, roconataugtion,
arad setected develanient problens;
1 5o, extent actavity is:

(u) tecimical cooperation and develop- =
went, especially witn U.S. private <

and voluniary, or reqional and inter- | o
palional developnent, organizations;

(43 Lo help alieviate cnergy problem;
(¢) rescarch into, and evaluation of,

ocenomic developrent processes and
L NTULES

lE:”}m:‘:’;..::“.l:u:.;m aiter natural or _ ‘J.;.’”EMB(MFHQEAFJE@ E@@Eﬂ Egv
i AVANABLE Copy

L) e speciad develapeent problom,
| and Lo enabite proper utilization of
| carlice WS, anteastructure, etc.,

ashi s tanca; &

() tor programs of urban development, Uiy
enpecially siall labor-intensive
unterprises, Farkating systems, and !
i financial or ather institutions to
hielp urban poor participate in
ceonomic and social development,
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WIGROFILNED pp
AVAMABLE copy

(5) [107] Ly yrants for coordinated
private effort to develop and
disneminate intermediate technologies
appropriate tor developing countries.

c. FAA Sec, 110(a): Sec. 208(e). Is the
recipicit country u1173nq to contribute
funds to the project, and in what manner
has or will it provide assurances that it
will provide at least 25 of thos fosts of
the proqram, projuct, or qct1v1gy with
respect to vihich the assistance is to be
furnished (ur has the latter cost- sharing
requircment heon waived for a "relatively
Teast-developed” country)?

d. FAA Sec. 116(h). Will grant cap1ta1
assistance bo d}inrsud for project over
more thin 3 years? If so, has justifi-
cation satisfactory to Congress been made,
and ctiorts for other financing?

e. PAA sec. 2073 See, 113, Cxtent to
hh\Ln assistance refiects appropriate
eiaphasis any (1) encouraging developnient
ol dencratic, economic, political, and
social institutions; (2) self-help in
meeting the country's food needs; (3)
improvany availability ef trained worker-
povier in the country; (4) programs
designed Lo meet the country's health
needsy (5) ather important arcas of
cconniic, polvtical, and social develop-
ment, ancluding 1nunstr~, tree labor
unions, couperatives, and Voluntary
Agencies; Lransportation and communica-
tion; planning and public administration;
urhan development, and mcdernization of
existing laws; or (6) *ntvqraLmng viomen
into Lhe recipient country's national
cconoiy .

f. FAs Gee, 2al(b). Describe vxtent to
whie plﬁdfhﬂ.rtfﬁﬂﬂIZ"ﬁ the narticular
nends, desires, and capacilies of the
neeple of tha country, uiilizes the
countey's intellectual resources to
encouraue 1nstitutional developrent;

and subports civic efducation and training
In Skilis required for effective partici-
pation in qoverntental and political
procesies essenbinl to sell-qgovernment,

00 BEST

N:.caragua. will contribute over 50% of the

UNCLASSIFIED
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. m— e

costs of this project.

No grant assistance is included in this —

project.

The project encourages local government and

commnity self help efforts.,
expanded municipal services which will support ..

It will provide -

improved health and economic growth at the !

local level.

Participation in local government by the
citizens in recognized as an important pa.rt
of the success of this program. :

UNCLASSIFIED
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|;.. [l ; ’1[”4n1 w[ .;q]rk

q. sec. 201 }h? (i)=(a)_and -(8); Sec.
& I)(1)={3) and =(E). Does
thi Lt1u1!y {ive rC]'Uth ¢ promise of

contributing Lo the dovelopnent:  of
CCONPENG resources, or o the increase of
productive vapacitics and self-sustaining
cconomic growth; or of educational or
other institutions dirccted tmmard.socia]
progress? 15 it related to and consis- |
tent with other development attivities,
and will it contribute to realizable
Tong=runge objectives? And does project
paprr pravide information and conclusion
on an activity's cconcmic and technical
soundness?

| J,n[?
) 10

h. FAA Sec. 20M(b){0is Sec, 211(a)(5), (6).
Infurmation and conciuuion on possible

effects of the assistance on U.S. economy,
with special reference to arcas of sub-
stantial labor surplus, and extent to
which U.S. commodities and assistance

are furnished 1n o manner consistent with
improeving or safeguarding the U.S. balance.
of-payinents pusition,

Qe Japuent Assistance Froject Criteria
(it only),

W. R Hsn. ’Wl’hif!} U urnu.ion
LU S u_h.r frrce- u»r|1 h\iIfPS,
inciuding private sousces within ULS.

}y u\ [ r‘1-:‘||-' _I'f- L 'll_:l‘_ Infor-
pation |u.11uﬁiuu1an on (1) capacity of
Lhu country Lo repay the loan, including
reasonablencys of repayaent praspects,
and (2) reasonahlencss and Tegality
(unider Tawe of countey nd 11.5,) of
Tending and relending tocms of the loan.

¢ EAA Sec. dol{e). 1t Toan is not
LAGC Ui t.l Lo a muititateral plan,

and theoamount of the loan exceeds -

S100, 000, Fan country sulmitted to ALD
anapplicatien fer auc! funds together
with assurances Lo indicdte that funds
will he waed o an economically and
technically sound wanner?

d, LAA Sec, P0Y(0). Does project paper
dv'zrlhu Thon “lniﬂl avitl prowete the
conteyt s pvanamin devedopsent taking
o ancounl Lhie counbry®s huoan and
rater il resuineces rl.l']llill"f‘l"La and

srelationsnip between ultinete ohyectives

of Lthe projest and overall Lconomic
development?

. UNCLASSTIFIED
62 - o Page 10 of 1k
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The proposed project gives feasonablé
promise of contributing effectively to
local ' development in Nicaragua. ;

The project will include a a limited
amount of procurement of commodities:,
and technlcal services from the U.-Sﬂ

Alternative sources of financing are
not available for this project.

Nicaragua is capable of repaying the
loan, which is reasonable and legal :
under U.S. and Nicaraguan laws.

Yes, A letter of application has been
received for this loan: 3 !

The Project Paper provides such a

;
description, i
\
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MICROFILMED FROM BEST

AVAILABLE GOPY

e VL See, @02 (a} Total amount of
money” under 1oan which 1, toiny directly
Lo private enterprise, is qoing to
intermodiate credit 1n5titut10ns or
other bosrowers for use by private
enterprise, is being used to finance
imports from private sources, or is
otherwise baing used to finance procure-
ments rom private sources?

"
L)

fo PPA Lec, 620(d). If assistance is *°
for any productive enterprise tthich will
compeie in the 1).S, with U.S. enterprise,
is there an agreciment by the recipient
country to prevent export to the U.S. of
morc than 20% of trne enterprise's annual

producticn during the life of the loan?

Project Ceitoria Solely tor Security
ﬂJJHH[II' haut tance

AN tec, 53108 How will this assistance
sUppory promote economic or political
stability?

Addatinnal Criteria for Ailiance for
Froares,

[Hote: Alliance for Progress projects
stould add the |0]]0H1ng two items to a
project checklist.]

i l- A 1|L". .}'(.h}(l}. ‘-{lr‘). DDC"'
A6H 1M LANGE LurG 1010 account. principles
of the Act of foaote and the Charter of
Purite del Tstes and to what extent will
the wotavity contribute to the economic
or poliftical inteqration of Latin
Ameraca?

b. FAA Lec, 2 h}(n} aiV(h)o For
loans, has Ihwm been Laken into account
the eifurt made by recipient nation to
repatriate capital invested in other
countries by their own citizens? Is

Jloan consistent with the findings and

recoli rndations of the Inter-Amorican
Comuithun for the Alliance for Proaress
(nov "CEI'CIES," the Permanent Cxecutive
Comni.tee of Lhu 0AS) in 1ts annual

revivd of national development activities?

UNCLASSIFIED
Page 11 of 14
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Not epplicable, ' :

No such enterprise is being assisted,

Stronger, more effective local government
will promote economic growth and polltlcal
stability,

The proposed project takes into account
the concepts of -the Act of Bogota and
the Charter of Punta del Este, The Project

will not directly contribute to the economic

or political integration of Latin America.

The repatriation of Nicaraguan funds invested

abroad has been taken into account as far as!

possible., The loan is consistent with
CEPCIES fundings and recommendations for
Nicaragua,

UNCLASSTIFIED
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- G(3). = STASDARD_1T1 CHECKLIST

e ted below are statuloey items which novmally will be covered routinely in those provisions of an

ansistance acrecment dealing with its implementation,

or covered in the agreement by exclusion (as

hore certain uses of fuads are permitted, but other uses not). ; .

These items, are arrenged urder the general headirgs of (A) Procurement, (B) Construction, and ¢
(C) Other Rustrictions,

I'rocurei end

1.

w

El:\i'.'. Ct; i

AR Goc, 602, Ave theee arvangerents 1o
nernn b UL sl business to participate
puuitabity in U furnishina of acods and

aerviaes fananeed?

AR e e in s SR el consiod ity
;"J-I:l,'.(:'li-'l.'l-."lll:. Cindnced be from tho U.S.
excene s obhermage determined by the
Presidont o unider delegation from him?

FAR W G0ALd). TE Lhe conjerating
Country discriminales against U.S.
macine ansurance cospanies, will aarce-
pent et Lhat sacine insurance be
placed 1 the U, on comwoditics
titanded!?

PAA S (e 0 o banare procure-
Rt Ui be s cerciodi Ly o
petdi s tatie Saancedantuhene
B I AN i b SLEE prociremant when
Cine G centan pedn e of suah comodity is
Tens thatt pariLy?

PAG S GO AL S Gave rnment
Prcons nersendl peoperiy b utilized
whierever precticable in livu of tne
procurcient of new 1tens?

PAA e 0010s) . (a) Corplionce with
regiiccient thetoat least 50 per centum
af the gross tosnane of connatities
(Corpited separatoly for dey bulk
CarETrh, G cargd diners, and tankers)
titnced shall be transuoeued on privately
puncd UG =0l commoreial vassels Lo the
tatont Lhed nocn vessels arc available

at taie and veazonabille vales,

FAA S Bt L Ledhindeal assistance
oy b st ants banee he fure-
nrnhed to i fullest cxtent practicable
ab goodt and peoless onal and othey
et L privatey enlerprise on oa
contract batis? If the tacilaties of
otner Fedural agencies will be utilized,

U.S. small business will be afforded an
opportunity to participate equitably in : 5
the furnishing of goods and services
for the program.

Loan-financed commodities will have their source
and origin in Code 941 countries, or Nicaragua.

The Agreement will require that marine insurance
be placed i accordance with applicable regulation.

Not epplicable.
U. S. Government Excess Property will be used
when possible, o

This project will comply within the parametefs
of the Nicaragua Waiver,

Technical assistance will be purchased from
private sources with possible assistance from
federal agencies, i

UNCLASSIFIED
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AT

are they particulerly suitable, not
competitive with private enterprise,
and made available without undue inter-
ference with donestic proarams?

t. International Air Transport. Fair U.S. flag carriers will be used where
Competilive Practices Act, 1979 possible,

If air transportatitn of persons or
property is financed on grant: basis, will
pravision be made that U,S.-flag carriers
will be utilized Lo the extent such
service is available?

3. CLonstruction .

1. PAASec. 601(d}. 1€ a capital (e.g., Not applicable.
tonn Irm,l m'1, nG icct, are enq‘m@&l‘mg
and professiona! werevices of ULSe firms
ant Lheir affilintes to be used tu the
X inun extent cansistent with the
nationagl interest?

2. TAA Sec., GIML} [f contracts for Yes. AID's normal procurement procedure

constriction ave to be financed, will .
i ; 11 owed.
they Lie let on .'a coirpetitive basis to e be foll e

waximun extont practicahle?

3. TAA Sec. G20(k). 1T for construction Not applicable.
By raductiaenar ,Jr‘lsc, will aggregate

value of assistance to be furnished by
the U.S. not ewcedd $1C0 million?

C. Othee Postrictions

1. PAA Sec. 2G)(d). If development loan, The interest rate will be 2% per annum

'o Thtorent rate at least 2% per annum during grace period and 3% per annum

durirg grace noriod and at 1&&5'. 3% per  thereafter.
annune thereaf ter?

2. TH\ Sec. 301(d). 1€ fund is established Not applicable.
solaly iy UL contributions and adminis-
teeed by an dtternationai organization,
dues Comptroller General have audit

riahts?
3. [AA Sec. 620(: :) Do arrangements They preclude promotion of Commnist
ll\uurt' |‘th 0LINg or 4ssis ting the Block Projects.

forcign aid projocts or activities of
Conmuniit-Bloe countrivs, contrary to :
Lhe beat intarests of Lthe U.S.? &

Ao AR See, ban(i). 1 financing not por- Financing for foreign made vehicles is
T GO Gl without waiver, for  not permitted without waiver.
puvchase, Tont=ter Tease, or exchange
of motor vehicie manufactured outside ;
the U.5. or fquaranty of such transaction? : |

= UNCLASSIFIED
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WAll i I A :.1‘--'.'.Iu.".\: use ofr
tinancing:

Ao Bad bee. 114, to pay for perforrance Not applicable.
of abeotions o to rativale or coorce |
persany, Lo pesctice abortions?

b Fef fee, 620 (6) . Lo cosponsate Not applicable.
WIS U eaprapre faled ral, ‘llJIhI] ized

property?
CLa s il RS [ nen s s ) ce -+ Financing will not be used for either police

Creaaning e ol Taw eindercaient or l&w eni‘orcement.
dssibtatee, ercepl tor rarcotics

prourais?

d. Fas Seel bt for Clyactivities? CIA activities will not be funded by this loan.

WL g, Sie, TaAL L Ry pensions, etcs, Military pensions will not be financed.

For i L itaey e anne]

f. Apse Sec 086, Lo ey ULt assess- U,N, assessments will not be funded by this
muus ¢ &

loan.

0. M r AL A TR =-"-”1- m’:('“:‘ii’ Project funds will only be used by stated
sa0nL GE R hvetiona G Ga (enand 2517 . L R

(trenntor to wuitilateral urganization project activities,
for lending ).

he At he S0 Lo beused for
pulilag by on pratataatdy purposes
within Hoh, ool aulhorized by Congress?

No funds will be used for political publlClty
or propaganda.

UNCLASSIFIED
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CERTIT'ICATION PURSUANT TO SECTION 611(E) OF THE
FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED

| CERTIT'Y to the Administrator of the Agency for International
Pevelopment that. to the best of my knowledge and belief, Nicaragua
pocsesses both the financial capability and human resources to maintain
and utilize effectively the project to be undertaken pursuant to the
terms of the A.1.D. Toan proposed in this paper., This Ioan, between
the tinited States of America and the Government of Nicaragua, will
assist said Goverrment in increasing the accessibility of public
services provided by municipal governments to the people living in
their jurisdictions, especially the poor, Provision is being made
under the program for technical assistance for the Program components
in order to ensure cffective utilization of a development project of
this nature. [ have also taken into account the maintenance and
utilization of' projects in Nicaragua previously financed or assisted

by the United States and the capability of the executing Nicaraguan
institutions.

7 , |

‘A s _ ‘/" ~" “ S‘-/ , &7

g—-‘/g /7 / s

" Ddte 7 Arghur W. Mudge ’ )‘
Director ‘
A.I.D. Mission to Ni€aragua

UNCLASSIFIED
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DRAFT LOAN AUTHORIZATION

W]
App SA, Ch 9, HB 3
AGENUY 1o NTEHHATICHAL LV LLOPMENT | TRANSACGTION CODE . PAFE
PROJECT AUTHORIZATION AND REQUEST i : E:ir|ar T EETORERTToNE
FOR ALLOTMENT OF FUNDS PART | Boongre '

COUNTHY/IHIITY

NICARAGUA

=

4 ONCUMIH

S, I'ROJLGT NUMOER (7 higiix)

[524-0119 7|

l

|
)
6. DUNLAUY, OFFICH | % PRAJECT

a4,

HYMUOL U, coon

L.A.

Vel 1l ity

TR

TITLE M e 10 e g

CO05 7 C Rural Municipal Development

n. PHOJILCT
ABIOVAL
DECISION

ACTION TAKECN

FAle

APVETROVED
LILARROVED

| I DE = DLAJTHORIZED

_'J. LST, FLIIOD OF IMPLENMENTAYINK

VAL, ‘.(ﬂi! Q1ns, U

iD. APPROVED BUDGET AID APPROPRIATED FUNDS (3000)
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O L 3 I S . e et i P e el 2 o e e a8 e s . N i i e o .S S e . et St . et e e e e e G

BRI ARy PRIMARY TECH, CODE E. IST FY _'ZT H. 2ND FY K. 3D FY !
ATARRAO: PURPOSE
P o
SLUAEION COODF C. GRANT D. LOAN F. GRANT G. LOAN I. GRANT J. LOAN L. CHANT M, LOAN
o TSN 200 200 3,500
12 | .
[R1]
14) ;
—_—  — I} " .
TOTALS | 3.500 ] _____ ——
(K] -sun:l’ USRI G A [
e NLATHFY Q. STH FY — | LIFE OF PROJECT AUTHOWIZED GAANT] LOAN 3L
4k 1) b ILNTEN AMPHOMHIATE I_r._'-,,
PHIATION coDLis! N
. GYUAWNT N, LOAN A GHAMT S LOAN T GRANT U, LOAN T LK OF RROJIET
1 & INCHFEMENTAL, Rt
i ey = 3,500 LIFII OF BHHOJECT
12)
—— e WP | =W 2 =
“”I‘_ 4 el | ER A TR (i | e et i BRC.ECT FUNDING 8 _
s v flomam o e ta | o i mie ] 2 e AUTHORIZED THHU 1
RLOXALY 3,200 -
12 INITIAL BPnjIar rurmmr. M 10 (A1 wr ||| JUELTED 130001
i T e e S R e et = e BN
. ALLOTMENT RESUEST MO, 3, FUNDS RESERVED F2 LLOTMENT ;_""
ALAPRACBRIATION | ezt ra it i ! Ay v oot | . :
(A ULR ! ERUCELD TYPCD NAME (Chitf, NEIEMAS D) APl
LS T 023 TV SRS i | SIS ——
(23 SIGNATURE
Ij. . - . - - —_— - - - s - w - - —— g
14 I DAYE
TOTALS I !
V4. 5OUNRCE/ORIGIN OF GOODS AND 5LAVICES D 000 |X1 941 LOCAL Ij otHER — CACM
15, FOH AMENDMI NTS, NATURC OF CHANGE PROPOSE O -
. }-._'
PN
Seote
it

16, AUTHRDNRIZING
FOint OFFICL SYMHOL
PIMSERAY |

VNI GHLY |

17. ACTION DATE
bk (111}

LILJ

1, ACTIUN I

(i

1]

IEFEHENRCE
1l )
no
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ACTION HEFERENCE DATE
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PROJECT AUTHORIZATION AND

REQUEST FOR ALLOTMENT OF FUNDS

'PART 11
Name of Country: NICARAGUA
Namec of Project: Rural Municipal Development
Number of Project: 524-0119

Pursaant to Part I, Chapter 1, Section 103 of the Foreign Assistance
Act of 1961, as amended, I hereby authorize a Loan to Nicaragua

the "Cooperating Country' of not to exceed Three Million, Five
Ilindred Thousand United States Dollars ($3, 500, 000) the ""Authorized
Amount'" to help in financing certuin foreign exchange and local
currency costs of goods and services required for the project as des-
cribed in the following paragraph,

The TProject consists of financial inputs and technical assistance

to inureasce public accessibility to services provided by certain
Municipal Governments to their constituents, especially the poor,
hereinafter referred to as the "Project!. Of the Authorized Amount,
Three Million Five Hundred Thousand dollars ("Loan'') will be lent

‘o the Cooperating Country to assist in financing certain Foreign
Fxchanpe and Local Currency costs of goods and services reguired

for the Project. The entire amount of the A, L D, financing herein
authorized for the projec. will be obligated when the Project Agreement
is executed,

I approve the total level of A, 1, D, appropriated funding planned for
this Project of not to exceed Three Million Five Hundred Thousand
United States Dollars ($3, 500, 000).

I hereby authorivze the initiation of negotiation and execution of the
Project Agreement by the officer to whom such authority has been
delegated in accordance with A I, D, regulations and Delegations of
Authority subject to the following essential terms and covenants and
major conditions; together with such other terms and conditions as
A,1. D, may deem appropriate:
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R Interest Rate and Terms of Repayment

The Cooperating Country shall repay the Loan to A, L. D, in
United States dollars within thirty (30) years from the date of first
disbursement of the Loan, including a grace period of not to exceed
ten (10) years., The Cooperating Country shall pay to A, 1, D, in
United States dollars interest from the date of first disbursement
of the Loan at the rate of (a) two percent (2%) per annum during
the first ten (10) years, and (b) three percent (3%) per annum
thereafter, on the outstanding disbursed balance of the Loan and
on any due and unpaid interest accrued thereon.

b. S~urce and Origin of Goods and Services

Ioxcept for Ocean Shipping goods and services fina nced by
A.L D, under the Project shall have their source and origin in
countries which arc members of the Central American Common
Miarket, or in countries included in the A,I, D, Geographic Code
941 except as A, 1. D, may otherwise agree in writing, Ocean
shipping financed under the Loan shall be procured in any eligible
source country except countries which are members of the Central
American Common Market.

. Prior to any disbursement, or the issuance of any
commitment docunments under the Project Agrcement, the Ministiy
of the Government shall furnish in form and substance satisfactory
to AL D,

l. Evidence of the establishment of a Regional
Office in Region V staffed with sufficient Field Monitors and other
personnel necessary for the proper functioning of said office.

Z. Evidence that the Municipalities and other
interested parties have received copies of all laws, decrees, and
regulations relating to municipalities and local governments in
Nicaragua.

3. Evidence that it and INVIERNO have submitted
i time-phased project implementation plan, including countcrpart
allocations,

d. Prior to any disbursement or to the issuance of any
commitment documents under the Project Agreement, to finance



UNCLASSIFIED
ANNEX D
Page 4 of 5

~

R T

consulling services, the Ministry of the Government shall furnish
in form and substance sati sfactory to A, 1. D, evidence that it has
oblipated all funds programmed for this purpose under A, I, D,
Loan 524-7T-031,

C. Prior to any disbursement, or to the issuance of any
commitment documents under the project document to finance
municipal sub-loans the Ministry of Government and INVIERNO
shall furnish in form and su bstance satisfactory to A, I, D, evidence
that they have obligated all of the municipal credit funds under
A L.D. Loan 524-T-031].

f. Prior to any disbursement, or the issuance of any
commitlment documents under the Project Agreement to finance
technical assistance and training, the Ministry of the Government
shall furnish in form and substance satisfactory to A, I, D, an im-
plementation plan for this Component,

g, Prior to any disbursement, or the issuance of any
conunitment docniments under the Project Agreement subsequent
to January 1, 1978, the Ministry of the Government shall furnish
in form and substance satisfactory to A, 1, D, evidence that its field
monitor system has been extended to Region 11,

h. Prior to anyddisbursement, or the issuance of any
commitment docunients under the Project Agreement subsequent
to January 1, 1940, the Government of Nicaragua shall furnish
in form and substance satisfactory to A, L. D, evidence that the
Government of Nicaragua has developed a municipal strategy
imcluding:

l. An expanded concept of the role of the mu-
nicipality in development,
2. Specific steps which will be taken to increase
nmiinicipal revenue throuagh municipal self help measures and through
broader sharing by the municipalities of the national rcvenue,

3. Methods of fostering greater inter-municipal
cooperation.

4, Plans to improve the status of municipal
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officials and the quality of municipal administration,
5. Other steps to expand and improve municipal

services for the benefit of »11 citizens with special attention to those
with limited income in boih the rural and urban areas.

i, Borrower shall covenant tc budget adequate amounts
to maintain the ongoing viability at the muaicipal credit fund and
the recurring operating costs of the municipal development orga-
nization to carry on the project activities after the A, I, D. project
disbursements are completed.

I
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Deanrlamento da

writnllo Municipal

Managua, D.N., 15 de agosto de 1977

Suilor Incarqado de Negocios:

El propdsito de csta carta es confirmar a usted, las conversaciones soste-
ni las entre reprcsentantes del Gobierno de Nicaragua y funcionarios de la
Ager.cia para el Desarrollo Internacional de los Estados Unidos (AID), acer-
ca del interés de nuestro Gobierno en ampliar su Programa de Desarrollo Mu-
nicipal, para lo cual solicita asistencia financiera de AID.

BloUrograwa de Peusairollo Municipal es uno de los instrumentos de la politi-

va general del Gubiorno, de mejorar la calidad de la vida de los ciudadanos

en sus propios lugares de origen, en forma de propiciar la descentralizacidn

del desaxrollo. Tste cbjetivo gencral esta coantemplado en el Plan Nacional

de Reconstruccidn y Desarrollo 1975-1979. E1 Programa se propone basicamente

d¢s cosas: a) fortalecer las capacidades administrativas y financieras de

los gobiernos locales (municipales) en base a estudios generales, capacitacién
personal local y asistencia téenica y b) brindar asistencia financiera a

aii manicipalidades, mediante la concesidn de préstamos reembolsables para pro-

yoctos especifiicos autofinanciables.

Gon el fin de legrar cstos propositos el Gobierno cstd tomando las siguientes

medidas:  a) ectd procediendo a revisar la Ley Organica de Municipalidades
cea miras a organizar el desarrollo mun1c1pa1 modernizar zu administracidn y
e jeiar su capacidad financiera; b) cred el Departamcnto de Desarrollo Munici-

paioen el Minigterio de la Gobernacidn para atender los programas de capacita-
C¢ion y asiscencis téenica y estudios generales de problemas relativos al desa-
ctrollo municipal vy c) El Ministerio de la Gobernacidn suscribid un Convenio
coa ¢l Instituto de Licnestar Campesino (INVIERNO) con el objeto de que esta
institucidn atienda la parte operativa de los créditos municipales, por su cox-
pericencia bancaria en las zonas II y V, donde se ha comecnzado a otorgar prés-
thnos, opcrando una especie de plan piloto inicial; d) de acuerdo al mismo
Convenio, se creG un Conité Ejecutivo para orientar el desarrollo municipal.

Por mi madio, el Gobierno de Micaragua solicita a la AID, un préstamo por la
cantidad de U3453.5 mmillones (equivalentes a 24.5 millenes de cdrdobas) los
cuales, conjuntamente con la contrapartida nacional por igual cantidad al

Lungrals e Senor
Don TIRWLY RUGLENTLINS

Lturargado de Hogoeios
ptiwa jada da Jos Bstados Unidos de Mérica
alicigjua, .u;.aragua.
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préstamo solicitado, seran utilizados en un perfodo de cuatro afios para los
propdsitos del DPrograma, segin el cuadro anexo. En el anexo se explican los
(os componentes del programa con sus respectivos requerimientos financieros:
cl Componente del Fondo de Crédito lunicipal y el de Asistencia Técnica y Ca-
pacitacion.

La suma total cel capital del fondo se usara para otorgar sub-préstamos a las
iunicipalidades para estudios de factibilidad de proyectos, inversiones fijas
y capital de trabajo de proyectos, tales como construccién de mercados, mata-
deros y otros bicnes piblicos de importancia. Los recursos del segundo compo-
nente del Programa seran destinados a estudios generales, asistencia técnica
y capacitacién.

Mc place informarle que esta solicitud de crédito ha sido sometida a la consi-
deracidn del Consejo de Planificacidn Nacional, el que le otorgd la prioridad
correspondiente por considerar de importancia el Programa a que los fondos
surdn destinados.

Aprovechio comj.lacido la oporlkunidad para reiterarle mis altas muestras de
aprecio y concideracién.

(S{6FH
Lic. Manuel Centeno Cantillano
secretario de la Presidencia.,

hie. Riecardeo Parrvales S.
Ministro-Directlor

Lireccion de Planificacidn liacional

Tng. Gustavo Cénez Casco
iercnte General da INVIERNO

Nnexo.
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NICARAGUAN MAPS

This Annex contains the following:

1. Map of Nicaragua with Regions II and V Highlighted
2. Target Municipalities, Region II

3. Target Municipalities, Region V
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POPULATION OF TARGET MUNICIPALITIES

This Annex contains the following:

1., Population of Target Municipalities in Region II

2. Population of Target Municipalities in Region V
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Department & Municipality Total Urban Rural
Department of Leon
Nagarote 14,908 9,309 5,599
Vepartment of Managua
El Carmen 11,619 1,124 10, 495
Mateare 5,871 1,797 4,074
Sn. Fco. del Carnicero 9,518 1,131 8, 387
Sn. Raofael del Sur 23,434 4,384 19,050
Tipitapa 26,983 9,545 17,438
Department of Masaya
Masaya 58, 529 40,907 17,622
Catarina 3,336 2,306 1,030
La Concepcién 12,636 3, 841 8,795
Masatepe 14,648 8, 505 6,143
Nandasmo 3,636 2,918 718
Nindir{ 9,974 3,284 6,690
Niquinohomo 6,208 3,063 3,145
Sn. Juan de Oriente 1,303 801 502
Tisma 3,790 2,141 1,649
Ticuantepe N/A N/A N/A
Department of Granada
Granada 59,740 50,094 9, 646
Dirié 3,146 2,394 752
Diriomo 10,574 5,168 5,406
Nandaime 17,961 7,621 10, 340
Department of Carazo
Jinotepe 24, 652 17,984 6, 668
La Conquista 3,354 713 2,641
Diriamba 33,749 16,079 17, 670
Dolores 1,974 1,528 446
Lo Paz de Oriente 2,035 1,121 214
E' Rosario 2,109 1,323 786
San Marcos 11,678 4,721 6, 957
Santa Teresa 10, 871 3,574 7,297
Totals: 28 Municipalities 388, 236 207,376 180, 860
Percentage 100% 53% 47%
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POPULATION OF TARGET MUNICIPALITIES IN REGION V, 1975
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Department & Municipality Total Urban Rural
Department of Leon :
San Nicolés 3,898 263 3,635
Department of Matagalpa
Matagalpa 68, 036 24,562 43,474
Ciudad Dario 25,788 6,858 18, 930
Esquipulas 8,144 2,697 5,447
Matigués 31, 951 2,812 29,139
MuyMuy 6,307 1,970 4,337
Sébaco 10, 633 3,754 6, 879
San Dionisio 3, 637 870 2,767
San Isidro 7,659 2,764 4, 895
San Ramén 16,299 853 15, 446
Terrabona 9,067 1,068 7,999
Rfo Blanco N/A N/A N/A
Department of Jinotega
Jinotega 80, 874 12,804 68, 070
La Concordia 4,613 1,024 3, 589
Sn. Raofaél del Norte 8,314 1,906 6,408
Sn. Sebastién de Yall 11, 141 1,644 9,497
Department of Estelf
Estel? 40,743 24,903 15, 840
Condega 14,778 3,761 11,017
Pueblo Nuevo 11,470 1, 801 9, 669
San Jjuan de Limay 2,715 2,315 7,400
La Trinidad 13,879 3,980 9, 899
Totals: 21 Municipalities 386, 946 102, 609 284, 337
Percentage 100% 27% 73%
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DETATLED FINDINGS ON CHECCHI EVALUATION OF MUNICIPAL
DEVELOPMENT INSTITUTES

The following comments are the highlights of the evaluation report
divided into the major functional areas, subprojects, technical assistance
and training. In addition, the report evaluated the MDIs as institutions
and the major comments have been included below.

Municipal Subprojects

L. The majority ofvthe subloan activity reached small and intermediate
citics, Some loans were made to large cities.

2. The individual beneficiaries of mmnicipal projects funded by the
MDIs are in the great majority small-town, low-income people of both sexes.
3 The municipal subprojects are primarily social and secondarily
economic in their effects on the users.

i, Experience has shown that pbroject failures are most often
atlributed to hasty or incomplete studies of the subproject's feasibility,
to poor management, or to the lack of politicel will to raise taxes to the
necessary levels,

Lechnical Assistance Programs

1. The MDI's help with surveys of development problems and diagnosis
of" development service needs in the municipalities.
i The various technical assistance programs develop long-range
revenucs and financial projections for the municipios. In addition, the
MDLr aunist in the organization and administration of municipal government
personnel, so as Lo cncourage greater stability, preductivity, and professionalism,

3. Technical assistance programs have promoted the establishment of

betber comminication and collaboration between mnicipal governments,

UNCLASSIFIED
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community development or neighborhood associations,
.  The MDIs' technical assistance programs were found to be
inadequate and insufficiently linked to training programs,

Training P'rograms

L, Most MDI training programs rely heavily on the lecture method,
and have not yet widely put into Practice the use of round tables, case
studies and the like.

2. Training has not been followed up regularly with technical
assistance and evaluation, nor have training activities been sufficiently
Lied to the production and distribution of manuals,

MDIs as Institutions

L. The MDIs have provided the municipalities with useful and
beneficial projects and with some basic administrative tools, Their
programs have channeled support from the national level to municipal
Fovernments which were to g large extent abandoned or bypassed previously,
2 The MDIs have lacked an overall strategy and their programs
have not been coordinated with other developmental efforts.
kW Financial planning and management within the MDIs has been
weak, Most MDIc would benefit by assistance in using the budget process
as & (inancial reflection of, and management tool for, a better program design,

k., Historically, the MDI has been bared in the capital city.
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'k‘°"' COOPERATING AGREEMENT BETWEEN THE MINISTRY OF
GOVERNMENT AND THE VICE-MINISTRY OF URBAN PLANNING
Ministerio de la Ciobernacién

Managua, DM, Palacto Nacional

Departamento de
Desarrollo Municipal

CARTA DE IMPLZMERTACION
brL
MINISTERIO DB 7A GOORINACION
Y

EL VICE-MINISTVRIO 5% PLANIFICACTION UNIANA
PARA &1 DD,

El Inge Jo Antonio Nora Rey, on su salidad de lMinistro de la Gow
bernacidn, y el Arje. lvdn Csorio Fetors, en su cardcter de Vice-
Kiniatro do Planificacidn Urbanae

CONSIDERANDOS

Tew Que debido a la filozoffa de nueatro Cobernante, Goneral
de Divioisn Den Anzotasio Soroza Debaylo, ¥ a ou constan~
te preocupacidédn do dotar do irfracstructuras bisices a« la
Repliblica y de fortaleser la postidn de sus goviernss lo-
cales, la cual ceria uis efectiva en euvtrecba unidad do =

ropdsitos con las Instituciones afines al Frograwa de De
sa¥rollo Municipal,

Ile= Que o1 pilnistorlo do la Gobernacida, de conformidad con
el Arte 250 da la Constitucibn Nacional Politica, do la
Loy Creadcra de Hinicterio de Estadoa y otras dependenw
cias del roder Ljecutivo y cus Reforcas, y de la Ley Or
ghnica dol Dictrito Nacional y de Municipalidades Vigon
tos, ticne a 2u curpo la aprovocibdn de los Planes de Ap
bitrios y iresupuosto, asi como la vigilancia de las Mu
nicipalidudas y la Divioién Politica Intordepartamcntale

I11,~ Que el Vico~tinioterio de Planificacién ¢s una entidad -
axperta en planennicnto Urbang~iRegional, Urbanoelocal y
Aossoria en Dosarrollo Municipale

IVew Que es suvnmente necesario, que tanto el Ministerio de la
Gobernacions como o)l Vice=ldiniaterio de Ilanificacibn Ur~
bana, a tvevis de una estracha coordinaciHa, con el objew
to fundamental de vivunlizar los lineamiciutop para la @be
tencibn de logros pooitivos on los Planct, I'rogravag y es=
Proyectos «s los Gobiurnos Locialos, que rc¢dunden en bone-
ficio dol cdouoenvoivimiento Laclonale
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Layas

Departamento de
Desarrollo Municipal

ACUERDAN: 3

FIRMAR LA PRESI.IT CARTA DE IMPLEMIKIACION QUE COMPREHDE LAS 8I-
GUIENTES LINEAS GENERALESG

1.« A solicitud del linisterio de Goberaacifn, ol Vice-Ninis
terio do Planificacibn Urbana, proporcionard al Departa-
mento Ge Lesarrollo Hunicipal, en lo quc se refiere a la
Gestiln Munieipal lo siguiente:

a) Acesoraciento en la formulacién de planes y prograe
mas para capacitaéidn y entrenaniento del personal
nunicipal, on donde exista afinidad con el Biceelii-
nistro de Planificacibédn Urbana,

b) hsesoramionto enm Planificacibén Urbana para ol desarrc
1lo del programa y Acistsncia Técnica del wismo.

¢) E) asesoramiento informative en la Planificncién del
N«D.M, en los sstudios de factivilidad de la contruce
c¢ién de mataderos y rorcados etc,

d) Informacién cstad{stica en cirtas tamas necosarias
para Planificacidn.

2.~ E1 Ministerio de la Gobernaciln y el Vice~Ministerio de
Planificacifn Urbana, se coordinan para la realizacibn
de los puntos mencionados en el presente dooumento, por
nedio de los delegados o representantes dol D.D,M. ¥ 1a
S8eccibn de Planificacidn Urbana~Regional y Asesoria Mue
nicipal, désignados por ambas Inatituciones,
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Ministerio de la Clo[)ernacién
b}
/\l\anasua, D.N. Palacio Nacional

Departamento de
Desarrollo Municipal
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En fe de lo cunl, firmamos el prescunte convenio cn la ciudad de
dfea del wmes_ 19 .

Managua, De llay & los

O MORA R, IVAN 0OSORIQ PETERS,
Vice-linistro
Planificrcibn Urbana,

J. ANTONI
Ministro de ln Gohernacidn.
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Ministeno c[e la Gol)crnacnon
,\l\anagua, D. N.

Departamento de
Desarrollo Municlpal
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Minlsterio de la Gobernacién
Monagua, D. N. Palacto Noetional

Depariamento de
Desarrollo Municlpal

MINISTERIO DE LA GOBERNACION
DEPARTAMENTO DE DESARROLLO MUNICIPAL
DIVISION DE ESTUDIOS ~ESPECIALES

bl AR - T

Nombre del Entrevistador

[}
;” HM
%
[
\ @J’ 265 del Desarrolle Agre-Industrlal» ALINEX J
\d

UNCLASIFIED
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. & a

Grado de la-Capacidad Administrativa deé; 10s Gobiernos Locales
Nlmero de la-Entrevista ( ) () 1-2

- . - - ca .-

1o. Nombre del Municipio

Datos Personales del Entreévistado-
1) Cargo

20. Sexo: 1. Masculino 2. Femenino () 3

........................

..........

> Estado Civil 1. Soltero 2. Casado 3. Viudo 4.°Unido. Libre ( ) 4

4o, Edad
1. menos de 20 afios 4. de 31 a 35 afios
2. de 20 a 25 5. de 36 a 40 ()s
3. de 26 a 30 6. m&s de 40 T
50. Profesién u oficio
6o. Datos culturales """ " ToTTTTTTTTTT st emsnsen cottett
Cursé
1. Primaria 4. Otros estudios
2. Secundaria 5. No ha estudiado
3. Universidad Si responde 4
Cual ? ()6
70. Cual es el (ltimo afo cursado?- S e Coe
UNCLASSIFIED ceol
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Minlslcrio de la Gobernacién

X

Managua, D.N. -2- Palacto Nacional

Departiamento de
Desarrolleo Municlipsl

De la Tributaciédn y Recaudacibn

w o o as a s ma e s e s e Tm s cm e e

8o. Tiene un plan o programa de recaudacibn?

Oe

10.

11.

12.
13.

14.

15.

16.

1. Si 2. No.

S5i responde (1) en que consiste el plan

UNCLASSIFIED
Page 3 of 9
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“Afo del Desarrollo Agro-Industrial®

Annex J

(

) 7

Si responde (2) porque no lo tienejiy como se puede mejorar el plan.

.................................................................

‘Existe cantidad de pago de los contribuyentes

1. Si 2. No
cbémo hace el registro?

1. Tarjeta 2. Libro "3. Cuaderno

Cada cuanto efectlla la recaudacién?

() () (¥ o9-11

- - - - - -

1. Diario 2. Semanal 3. Mensual "4.Anual () () C) () 12-15
Cual le resulta mejor -t 0T
Porcentaje de contribuyéntés qué no son controlados,
Cuantos colectores existen y como los controla? R
Como-$é 16 paga a 168 ¢olectopese "7 " T T To oot T
1. Sueldo fijo 2. Porcentaje 3. Ambos ( )16
Caso responde 2 o 3 cudl es el porcentaje
Existe control de impuestos a negocios similares ....... ......

1. Si 2. No ( )17
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Minlslerlo c!c la C'ol)ernacion

ManaSUA, D. N. =3=  Palacto Nacional

Departamento de
Dessrrollo Municipsl

¥ Del Presupuesto

17,

B.

19.

20,

21.

Monto presupuestado de egresos anuales

Afio Monto aprobado Monto real Diferencia
1973 . Cee e
4974 .. T
1975. . e . e e e
1976 . . . e e

........... R c s e e e mee e enanaea.

Cémo ‘registra él présipuesto y pérqué usa ese sistéma

................................................................

R i B N T T N Tl T T - ST T T e Y

A i T L T T T T T ey

......................

.............................................................

..........................................................

--------------------------------------------------------

.........................................................

Tiene usted.’ algin "égreso qué no ‘éesté-contémplado én ‘el ‘presupucés-
to? '
1. Si 2. No () 18

Si responde (1) Culles?

R R T I I I R I T T T T T N P S,
.
.

.............................

pales?
1. Si UNCLASSIFIED 2. No () 19



22.

23

24.

of 4,

J”)h\ Q%
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e, a*
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<

Mlnistetio de la Gol:crnacién

Manogua, D. N.

Departamento de
Desarrollo Municipal

Si responde (2)

Necesidades fue no abarca el presupuesto:

Palaclo Naclonal

UNCLASSTIIED
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..........................

Afio Monto abrobado
1973 00 ’

1974 ° i

1975° T

1976~ Tttt

.............

----------

......

y porqué

.............

Diferencia

PR P

..........

.........................................................................

...............................................

........................

.....

............................

..................

---------

..................................................................

1. Si

2. NoO

Si responde (1) enque consiste y motive porque lo

............

-----------------------------------------------------------------------

P T T TR S Y

.............
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Minister(o de la Gobernacién

Managua, D. N. -5e Palacto Nacional

pPepsrtamento de
Desarrollo Municipal

x. Contabilidad

26.

27.

28.

29.

‘Existé inventario de los bienes de la Alcaldia?

1. Si 2. No () 21
Si responde (1) en que consiste
Si responde (2) porque no existe

L T S T e T T T T I T R I IR I I S R R I I R I R R

..................................................

.............................................................

1. Si 2. No () 22

Si responde (1) en que consiste

‘Si responde (2) por que no lo llevan

R I T I T T R L T . T T T I I T T O N I R IR R S

--------------------------------------------

1. Si 2. No. () 23

Si responde (1) en que consiste
Si responde (2) porque no lleva

------------------------------------------------------------------------

1. Si 2. No () 24

Si responde (1) por qué
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Mlnisterio de la Gol)ernaclén
Managua, D. N. -6~ Palacto Nocl'onal

Departamenio de
Desarrollo Municipal

30. Tiene problemas para llenar el Estado de Cuentas™
1. Si 2. No () 25

Si responde (1) indicar los motivos
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.....................................................................

31. Necesita entrenamiento para llevar el Estado de Cuentas?

1. Si 2. No (26)

.o-'o/

UNCLASSIFIED



UNCLASSTFIED

Page 8 of 9
“Afio del Desarrollo Agro-Jodustrlat® Annex J

>

X u,
o (3
& )d'« !
L
A
€ 4
[y

v,

4, ¢
*
0040‘ .‘$

Mlnislerlo de la Qol:ernacic’m
M°"°3u°' D. N -T= Palaclo Nacloml

Depsriamento de
" Desarrollo Municipal

4L~'n.‘

% Aspectos Generales

327 Hay Depéndéncia convenientes cradas :por la alcaldfa?
1. Si 2. No () 27

Si responde (1) indicar su gerarquia

....................................................................

33, Tien ébras en ‘marchad?
1. Si 2. No () 28

Si responde (1) anotar clase de obra, entidad financiadofa, entidad
ejecutora, duraeibén de la obra:

34, Tiéné 'Réglamento Intérng? """ """""" """ oot men s mesnnnnny Tttt
1. Si 2. No ' () 2y
Si responde (1) anotar tipo de reglamento
35. Cullés son los objetivos principaleés en ¢l &R6 R GULES? - """ """ "7

....................................................................
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IV\hﬂdéﬁo nga (BOLcrnudén
| Managua, D. N. —8- . Palacto Nattonal

Dopatiamento de
Dessrrollo Municlpal

34, Indique el nombre de las personas que olaboran con el Se-
fior Alcalde en’'la toma de decisiones.

Nombre Cargo

................................................

35. Como y cada cuénto se reunen los del Concejo?

36. Obﬁéf?édiéﬁéS'héChas'péf'él'éhtféﬁiétéddf:’"'"""""""
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CALCULATIONS OF MUNICIPAL TRAINING COSTS

This Annex contains the following:

1. Daily Average Costs for Training Seminars and

Courses

2,  Annual Costs of the Municipal Training Program

UNCLASSIFIED



Daily Average Costs* For Training Seminars and Courses

Type

[nstructor

Per Diem for the Instructor
Per Diem for Participants
lducational Materials

Rent

Didactic Equipment

(can be purchased or rented)

Numbers

1 day

1 day

1 participant/day
1 participant

1 day

1 day

UNCLASSTFIED
Annex K
Page 2 of 6

Unit Cost

$

75.00
15.00
15.00
15.00
15.00

20,00

¥ Costc are based on estimated developed by INVIERNO and MDD personnel,

The above per day costs were compared to similar costs for CENCA and UCA

and found to be reasonable,

UNCLASSIFIED
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MUNICIPAL TRAINING PLROGRAM
1st Year
Length of Number of
Type of Training Training Regions Participants Cost
_(days) _
2 IT and V 20 1,150
1) Seminar on Municipal 2 II and V 49 2,455
Devclopment 2 Others L/ 40 2,050
2 Others 4o 2,050
2) Basic Municipal Accounting 10 II and V 14 3,560
15 II and V 15 5,475
15 IT and V 15 5,475
15 Others 15 5,475
3) Municipal Finances and 10 II and V 14 3,560
Budpeting 15 IT and V 15 5,475
15 IT and V 15 5,475
l) Seminar on Community 2 IT and V 2L 1,330
Development 2 IT and V 25 1,375
2 Others To) 2,050
Total for lst year 109 341 $U46,955

1/ Refers to other interested municipalities in Nicaragua



MUNICIPAL TRAINING PROGRAM

2nd Year

Length of

Iypc of Training Training

_(days)
1) Basic Municipal Accounting 15
15
15
2) Municipal Finances and 15
Budgeting 15
3) Sceretarial Services 10
10
I) Tax Administration 10
15
%) Seminar on Regional 2
Development 2
2
6) Seminar on Community 2

Development

7) Municipal Administratio 10
10
8) I'roject Management 15
15
Totals 168

Regions

II and v
IT and VvV
Others

IT and Vv
Others

II and
II and

<<

IT and
IT and

IT and
IT and
Others

< < < <i

IT and

<

UNCLASSIFIED
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Number of

Participants Cost
15 c.475
15 J9h75
15 5,475
15 5,475
15 5,475
10 2,900
10 2,900
15 3,875
10 4,275
20 1,150
20 1,150
30 1,600
40 2,050
15 3,875
15 3,875
15 5,475
15 5,475
290 65,975



MUNICIPAL TRAINING PROGR

Type of Training

3rd Year

Length of

Training

(days)

——

Basic Municipal Accounting

Municipal Finances and Budget

Cadacster Management
veeretarial Services
Project, Managemel. s

seminar on Urban Planning

Seminar on Regional
Development

National Seminar on Muniecipal
Divelopment 1/

Totals

speakers will be brought in from outside of Nicaragua thereby increasing

the cost of the instructor.

15
15
15

15
15
15

10
10

10
10

15
15

177

UNCLASSIFIED

Annex K
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Number of

Regions Participants Cost
IT and V 15 5,h75
II and V 15 5,475
Others 15 5,475
II and V 15 5,475
IT and V 15 5,475
Others 15 5,475
II and V 10 2,900
Others 10 2,900
II and V 15 3,875
Others 10 2,900
II and V 15 5,475
II and V 15 5,475
II and V 20 1,575
II and V 20 1,575
Others 30 2,175
II and V 15 925
Others 30 1,600
National 300 14,230
National _300 19,845

880 98,300

Instructor costs for two guests are estimated
at $250/day with $40.00 per diem.
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MUNICIPAL TRAINING PROGRAM

Lth Year
Length of
Type of Training Training Regions
(days)
1) Basic Municipal Accounting 15 ITI and Vv
15 Others
15 Others
?) Municipal Finances and 15 IT and V
Budgeting 15 Others
3) Seminar on Community 2 IT and V
bevelopment 2 Others
4) Secretarial Services 10 II end V
10 Others
10 Others
5) Project Management 15 II and V
15 Others
6) Seminar on Public Relations 2 National
7) Seminar on Urban Planning 3 National
) kegional Seminar on Regional 3 II
Development 3 i
3 Iv
9) Tax Administration 10 IT and V
10 IT and V
10) National Seminar on 3 National
Municipal Development
Totals 176

UNCLASSIFIED

UNCLASSIFIED
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Number of
Participants Cost
15 5,475
15 5,475
15 5,475
15 5,475
15 5,475
L9 2,h55
4o 2,050
15 3,875
15 3,375
15 3,875
15 5,475
15 5,475
300 14,230
300 19,845
100 6,375
100 6,375
100 6,375
15 3,875
15 3,875
300 19,8l45
1,469 135,250
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SUMMARY OF MUNICIPAL DATA BY DEPARTMENT AND REC ION i}
(s )
REVENUES EXPENDITU RES
REGION 11 Total Municipality Central G overnment Total Municipality  Central Covernment Lendinp Cash Balance Public Works
1 Leon 73 - - - - - - 3,262 N/A
u 74 23,551 6,915 16,636 19,487 17,128 2,359 7,326 10,545
u 75 27,486 14,365 13,121 34,550 33,276 1,274 262 24,249
" 76 34,957 19,981 14,976 34,903 32,843 2,050 316 17,747
Total 55,954 AT 73753 88,940 83,247 3,693 1,766 57, 541
5 Moanogua 73 - - - - - - 19,440 N/A
n 74 391,230 129,820 261,410 218,733 175,341 43,392 191,937 77,418
" 75 340,688 239,835 100, 853 389,684 380,273 9,411 142, 941 171,597
" 75 451,677 306,792 144,975 443,596 422,175 21,421 151, 022 223,700
Totol 1,183,595 676,357 507,238 1,052, , 74, , 3
% 10 Masaya 73 - - - - - - 43,383 N/A
E u 74 374,303 276,428 97,875 367,448 356,727 10,721 50,238 116,887
1] “ 75 383,117 7,932 91,185 353,470 329,467 24,003 59,885 66,639
= " 76 582,839 464 640 1 ]7 999 501,244 485,306 15,938 141,480 175,039
& Total 1,390,255 1,013,200 — LED '_TTZ?W—TTM&—‘M‘M 358,585
N/A
4 Granada 74 347 277 283 750 63 527 337 378 323 119 14,259 14:104 47, /912
" 75 433,019 382,144 50,875 419,971 410,953 9,018 27,152 52,964
" 76 580,796  522.148 58,648 515,974 498,285 17, 689 91,974 87,147
Total 1,361,092 1,188,042 173,050 1,273,323 1,232,357 40,966 137,435 188, 023
8 Carozo 73 - - - - - - 22,857 N/A
" 74 261,368 193,402 67,966 226,748 212,814 13,934 57,477 44,473
" 75 251,730 211,737 39,993 267,041 255,673 11,368 42,166 59,634
" 76 303,714 254,864 48,850 303,987 289,793 14,194 41,893 87,694
816,812 660, 003 156,809 797,776 /58,280 39,496 164,393 191,801
p::}
7 - - - - - - 93,147 N/A
74 1,397,729 890,315 507,414 1,169,794 1,085,129 84, 665 321,082 297,227
75 1,416,040 1,120,013 296,027 1,464,716 1,409,642 55,074 272, 406 375,083
76 1,953,983 1,568,535 385,448 1,799,704 1,728,402 71,302 426,685 591,327

F A
Total Region 11 I I T Y85 3T gy i 54 113,320 T.263. 637
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Annex L
SUMMARY OF MUNICIPAL ACCOUNTS DATA
(USS )
REVENUES EXPENDITURES
Central -Central Ending Public
REGION Il ~ Departments of Leon & Managua Total Municipality = Government Total Muricipality Government Cash Balance Works
Nagarote ~ Dept. of Leon 73 - — - - - - 3,262 N/A
74 23,551 6,915 16,636 19,487 17,128 2,359 7,326 10,545
75 27,486 14,365 13,121 34,550 33,276 1,274 262 24,249
76 34,957 19,981 14,976 34,903 32,843 2,060 316 17,747
Total 85,994 41,26} 44,733 88,940 83,247 3,693 11,166 32,541
Tipitapo - Dept. of Manogua 3 - - - - - -_ 3,134  N/A
74 265,712 88,594 177,118 137,108 129,387 7,721 131,738 46,892
75 188,416 154,808 33,608 26,638 219,293 7,345 93,516 109,436
76 219,512 171,187 48,325 220,591 286,751 13,840 98,437 120,294
Total 373,530 414,589 259,051 584,337 555, 43T — 28,906 320,85 278,822
San Francisco el Carnicsro 73 - - -~ - - - 1,776 N/A
74 22,682 1,168 21,514 7,140 6,294 846 17,318 4,449
75 18,393 1,582 16,811 10,518 10,328 190 25,193 6,858
76 26,471 2,308 24,163 22,307 22,035 272 29,357 9,821
Totol 67,546 5,058 62,488 39, 965 38,657 1,308 73, 644 LI
San Ratael del Sur 73 - - - - - - 7,844 N/A
74 77,947 34,920 43,027 60, 067 26,445 33,622 25,724 25,478
75 60,067 26,445 33,622 66,293 64,889 1,404 19,498 1,314
76 81,898 33,573 48,325 77,222 70,568 6,654 24,174 28,354
Total 219,912 94,938 124,974 203,582 161,902 41,680 77,240 55,146
El Carmen 73 - - - - — -— 3,121 N/A
74 12,621 1,864 10,757 8,897 8,183 714 6,845 -
75 12,224 3,818 8,406 19,084 18,781 303 15 1,201
76 18,489 6,608 18,081 16,949 16,762 187 1,725 8,772
Total 43,534 12,290 31,7244 44,930 43,726 1,204 11,676 9,973
Mateare 73 - -~ - - - - 3,560 N(A
74 12,268 3,274 8, 994 5,521 5,082 489 10,312 59
75 61,588 53,182 8,406 67,151 66,982 169 4,749 52,788
76 105,107 93,086 12,081 106,527 106, 059 468 3,329 56,459
Total S v A LY - S ) RIS 178073 T1% AP R 0 I
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SUMMARY OF MUNICIPAL ACCOUNTS DATA
(133
REVENUES EXPENDITURES

Central Central Ending Public

REGION II - Department of Managua Total Municinality G overnment Total Municipality G overnment Cash Balance Works

Totals 73 - - - - - - 19,440 N/A
74 391,230 129,820 261,410 218,733 175,341 43,392 191,937 77,410
75 340,688 239,835 100,853 389,684 380,273 9,411 142,941 171,597
76 451,677 306,702 144,975 443,596 422,175 21,421 151,022 223,700
1,183,555 378,557 307,38 1,025,013 977,780 74,228 505, 340 372,707
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Anmnex L
SUMMARY OF MUNICIPAL ACCOUNTS DATA
(Uss )
REVENUES EXPENDITURES
Central Central Ending Public
REGION 1l = Department of Masaya Total Municipality G overnment Total Municipality G overnment Cash Balance Works
Masaya 73 - - - -— - - 33,246 N/A
74 275,365 242,884 32,481 291,388 285,568 5,820 17,223 77,322
75 273,67 231,126 42,545 286,551 266,291 20, 260 4,343 49,586
76 403, 683 357,228 46,455 340,936 331,589 9,347 67,090 94,511
Total 952,719 831,238 121,481 918,875 883,448 35,427 121,902 221,419
Caterino 73 = = = = = = 1,07 N/A
74 8,107 2,174 5,933 4,398 4,132 266 4,736 3,179
75 6,19 2,148 4,043 4,221 3,924 297 6,706 2,534
76 7,581 2,703 4,878 4,120 3,979 141 10,167 647
Total 21,879 7,025 14,854 12,739 12,035 /704 22,636 6,360
La Concepcitn 73 == == == == - == 2,136 N/A
74 14,566 3,552 11,014 12,302 11,806 496 4,400 5,455
75 14,619 6,678 7,941 9,912 9,695 27 9,107 2,998
76 13,758 7,521 n,237 26,325 26,007 318 1,540 17,419
Total 47,943 17,751 30,192 48,539 47,508 1,037 17,183 5,872
Masatepe 73 - - - - -= - 2,523 N/A
74 33,734 20,131 13,603 35,589 33,115 2,474 668 2,537
75 23,065 13,139 9,926 21,505 18,766 2,739 2,228 7,389
76 31,012 16,965 14,047 29,086 25,735 3,351 4,154 3,883
Total 87,811 50,235 37,576 86, 180 77,616 8,564 9,573 34,809
Nandasmo 73 -~ - - - - - - N/A
74 5,473 55 5,418 1,557 1,315 242 3,916 980
75 12,325 7,823 4,502 5,627 5,603 24 10,614 1,079
76 6,628 991 5,637 12,556 12,472 84 4,686 7,182
Total 24,426 8,869 15,557 19,740 19,390 350 19,216 9, 241
NindirT 73 - - = - == - 1,535 N/
74 12,879 2,043 10,836 4,889 4,312 577 9,525 1,351
75 11,580 3,639 7,941 5,946 5,819 127 1,,159 1,200
76 72,559 61,339 11,220 44,708 44,597 111 43,010 - 4,546
Total %7,018 67,021 29,997 55,543 54,728 815 69,229 44,098
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SUMMARY OF MUNICIPAL ACCOUNTS DATA
(Uss )
REVENUES EXPENDITURES
Central — Central Ending Public
RECION Il - Department of Masaya Total Municipality Covernment Total Municipality G overnment Cash Balance W ks
Niquinohomo -- - - -- - - 760 N/A
74 13,944 3,167 10,777 10,964 10,562 402 3,740 3,825
75 12,567 4,833 7,734 11,813 11,590 223 4,494 846
76 15,959 4,722 11,237 20,473 18, 095 2,378 (20) 5,487
Total 42,470 12,722 29,748 43,250 40,247 3,003 8,974 10,158
San Juan de Orisnte 73 - -~ -- -- - - 654 N/A
74 2,922 432 2,490 1,993 1,912 81 1,583 986
75 2,869 279 2,5%0 1,949 1,918 31 2,503 863
76 2,558 365 2,193 3,953 3,909 44 1,108 1,654
Total 8,349 1,076 7,273 7,895 7,739 156 5,848 3,503
Tiquantepe 73 -~ - -~ - - - - N/A
74 - - - - -- - -
75 - - - - - - -
76 16,101 10,482 5,619 12,134 12,078 56 3,967 382
Total 16,101 10,482 5,619 12,134 12,078 56 3,967 382
Tisma 7 - - - - - - 1,502 N/A
74 7,313 1,990 5,323 4,368 4,005 363 4,447 252
75 6,230 2,267 3,963 5,946 5,861 85 4,731 143
76 8,000 2,524 5,476 6,953 6,845 108 5,778 2,328
Total 21,542 6,781 14,762 17,267 16,711 536 16,458 2,723
Total 73 -~ - -~ -- - - 43,383 N/A
74 374,303 276,428 97,875 367,448 356,727 10,721 50,238 116,887
75 363,117 271,932 01,185 353,470 329,467 24,003 59,885 66,639
76 582,839 464,840 117,999 501,244 485,306 15,938 141,480 175,039
Total Dept. of Maaya 1,320,255 1,013,200 307, 050 1,222,182 1,171,500 50,882 3, .
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(Uss
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REVE NUES

EXPENDITURES

Central Central Ending Public
REGION Il - Department of Granada Total Municipal Covernment Total Municipality G overnment Cash Balance Works

Gronada 73 -~ - - - - - T,462 N/A

74 296,526 260,539 35,987 291,607 282,053 9,554 6,381 26,965

75 381,968 351,458 30,530 368,015 362,383 5,632 20,354 38,026

76 519,861 484,757 35,104 454,644 442 012 12,652 85, 551 69,845

Yotal Y,198,375 1,006,754 101, 621 1,114,286 1,086,448 27,838 113,748 134,836
Dina 73 = == = == = = 2 N/A

74 8,718 2,006 6,712 6,180 5,752 428 2,550 1,092

. 75 7,886 2,798 5,088 10,468 10, 245 223 (32) 2,566

g 76 9,008 3,016 5,992 9,135 8,854 281 (159) 2,605

£ Total — 5,812 7,820 17,792 2,783 24,851 932 2,371 6,263
23 Dirtomo /3 - - - - - - 2,520 N/A

5 74 1,611 4,193 7,418 9,197 8,656 541 4,934 2,937

5 75 10, 684 5,596 5,088 9,026 8,663 363 6,592 3,896

76 11,530 5,679 5,851 13,899 13,510 389 4,223 8,070

Total 13,82 13,488 T8, 357 32,122 30, 829 1,293 T8, 269 13,503
Nandaime 73 - - - - - - 217 N/A

74 30,422 17,012 13,410 30,394 26,658 3,736 239 16,918

75 32,461 22,292 10,169 32,462 29, 668 2,800 238 8,476

76 40,397 28, 696 11,701 38,276 33,909 4,367 2,359 6,627

Total 103, 280 68,000 35,280 101,132 90,229 10,903 3,047 32,021
73 - - - - - - 4,205 N/A

74 347,277 283,750 63,527 337,378 323,119 14,259 14,104 47,912

75 433,019 382,144 50,875 419,971 410,953 9,018 27,152 52,964

76 580,796 522,148 58,648 515,974 498,285 17,689 91,974 87,147

Totals Department 1,361,092 1,188,042 173,050 1,273,323 1,232,357 40,966 137,435 188,023
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REVENUES

EXPENDITURES

Central Central Ending Public
RECION 1I - Department of Carazo Total Municipality Government Totol Municipality C overnment Cash Balance Works
Tinotepe 73 = = = = = = 7,793 N/A
74 128,497 111,706 16,791 108, 052 102,821 5,231 27,638 17,925
75 108,813 98, 245 10,568 122,077 118,560 3,517 14,374 15,465
76 125,812 114,457 12,355 121,497 116,400 5,097 19,689 13,88%
Tetal 364,122 324,408 39,714 351,626 337,781 13,845 68,894 47,276
Diriamba 73 = = = = = — 3,650 N/A
74 85,875 63,947 21,928 86,869 80,403 6,466 5,656 20,337
75 94,805 85,003 9,802 98,600 93,238 3,362 1,861 32,525
76 128,654 113,828 14,826 130,343 123,680 6,663 172 31,289
Total 309,334 262,778 46,556 315,812 297,321 18,491 14,339 84,151
Dolores /73 - - - - - - 284 N/A
74 4,812 1,540 3,272 4,052 3,951 101 1,044 --
75 4,478 1,864 2,614 3,351 3,271 80 2,171 178
76 1,007 2,049 1,958 3,740 3,680 60 2,438 984
Total 13,257 5,453 7,844 T,143 10,902 241 5,937 1,762
ET Rosario /3 - -= == -~ - - 450 “N/A
74 4,026 754 3,272 1,346 1,117 229 3,130 100
75 3,199 1,075 2,124 2,707 2,210 497 3,622 1,146
76 3,705 1,261 2,444 3,186 3,148 38 4,141 487
Total 10,930 3,090 7,840 7,239 6,475 764 11,343 1,733
[ Conguista 73 = = = = = = 3,139 N/A
74 7,027 699 6,328 2,106 2,054 52 9,060 14
75 6,558 2,377 4,181 2,557 2,557 - 13,061 7
76 5,803 891 4,912 11,803 11,760 43 7,061 8,365
Total 19,388 3,967 15,421 16,466 16,371 93 33,321 8,386
Lo Paz de Oriente 73 - - - - - - mn N/A
74 6,975 3,703 3,272 3,252 2,999 253 3,834 957
75 4,999 2,885 2,114 6,863 6,821 42 1,970 1,082
76 5,553 3,082 2,471 6,744 6,692 102 779 2,808
Total 17,527 9,670 7,857 16,859 16,462 397 6,694 4,847
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SUMMARY OF MUNICIPAL ACCOUNTS DATA
(USS )
REVENUES EXPENDITURES
Central Central Ending Public
REGION = Deportment of Carazo Total Municipal C overnment Total Municipal G overnment Cash Balance Works
San Marcos /3 -— - - - - - , N/A
74 15,367 8,824 6,543 12,428 n,7is 710 6,424 50
75 20,846 16,469 4,377 23,531 22,165 1,366 3,739 5,262
76 18,114 13,172 4,942 14,966 13,062 1,904 6,887 1,275
Total 54,327 38,485 15,882 50,925 48,945 3,980 20,5335 5,587
Santa Teresa 73 -— - - - - ~— 545 N/A
74 8,789 2,229 6,560 8,643 7,751 982 691 5,090
75 8,032 3,819 4,213 7,355 6,851 504 1,368 3,969
Total 76 11,086 4,902 4,942 11,708 11,42) 287 726 28,600
S
£ Corazo Totals - 8 Municipalities 73 - - - - -- - 22,857 N/A
é 74 261,368 193,402 67,966 226,748 212,814 13,934 57,477 44,473
5 75 251,730 21,737 39,993 267,041 255,673 11,368 42,166 59,634
5 76 303,714 254,864 48,850 303, 987 289,793 14,194 41,893 87,694
Grond Total: 816,812 660,003 156,809 797,776 758,280 39,496 164,393 191,801
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SUMMARY OF MUNICIPAL ACCOUNTS DATA
(US$ )
_BEXENHES__CE_W _Exzzmmm_cm_l__ Ending Public
REGION V Total Municipality Government Total Municipality Government Cash Balance Works
11 Matagalpa 73 8, 789 N/A
74 358, 828 297,281 61, 547 351, 680 326, 846 24, 834 15, 937 68, 929
75 393,190 347, 641 45, 549 383, 446 361,163 22,283 25, 682 81, 714
- 76 551,268 485, 320 65, 948 531, 401 518,497 12, 904 45, 548 142, 682
Total 1, 303, 286 1,130, 242 173, 044 1,266,527 1, 206, 506 60, 021 95, 956 293, 325
4 Jinotega 73 12, 604 N/A
74 166,158 144, 346 21, 812 172, 336 169, 460 2, 876 6, 426 79, 631
% 75 152, 303 138,435 13, 868 151, 661 149, 480 2,181 7, 068 106, 267
E 76 239, 756 216, 358 23, 398 242, 978 238,126 4, 852 3, 846 72, 921
8 Total 558,217 499, 139 59,078 566, 975 557, 066 9, 909 29, 944 258, 819
=
g 5 Esteli’ 73 7, 360 N/A
74 331,170 288, 783 42, 387 311,593 298, 606 12,987 26, 937 46,927
75 279, 022 247,108 31,914 279, 436 265, 952 13,484 26,523 44, 625
76 347,507 308, 660 38, 847 326, 345 313,853 12,492 47, 685 85,136
Total 957, 699 844, 551 113,148 917, 374 878, 411 38, 963 108, 505 176, 688
1 Le6n 73 4,932 N/A
74 5,772 464 5, 308 3,170 3,043 127 7,534 655
75 7,424 593 6, 831 2,258 2,186 72 12, 700 -
76 8, 261 789 7,472 11, 262 11,155 1071 9, 699 3,711
Total 21,457 1,846 19, 611 16, 690 16, 384 306 34, 865 4, 366
Tot:l Region V 73 - - - - - - 33,685 N/A
21 74 861, 928 730, 874 131, 054 838, 779 797, 955 40, 824 56, 834 196,142
75 831, 939 733,777 98, 162 816, 801 778,781 38, 020 71, 973 © 232, 606
76 1, 146, 792 1,011, 127 135, 665 1,111, 986 1,081, 631 30, 355 106, 778 304, 450

2, 840, 659 2,475,778 364, 881 2,767,566 2,658, 367 109,199 269,270 733,198
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SUMMARY OF MUNICIPAL ACCOUNTS DATA
(053
REVENUES EXPENDITURES
Central Central Ending Fublics
REGION V = Deportment of Matogalpa Tetol % Municipality % Covernment %  Total % Municipality C overnment Cash Balance Works
Mat agalpa 73 - - -— - - - 326 N/A
74 259,351 233,908 25,443 259,186 244,056 13,130 49 43,405
75 287,852 268,227 19,625 286,007 269,500 16,507 2,336 48,898
76 411,529 387,824 23,705 391,677 386,429 5,248 22,188 86,191
Total — 958,732% _889,95%% 68,773% 936,870  901,985% 34,885% 25,341 178,494
Ciudad varfo 73 - - - - - - 1,275 N/A
74 22,745 17,745 5,027 23,527 21,828 1,699 493 4,603
75 21,711 16,838 4,873 18,918 17,091 1,827 3,286 2,704
76 32,956 26,183 6,773 36,312 32, 689 3,623 ( 70 12,236
Total 77,472 60,739 18,673 78,757 71,508 7,149 4,984 15,543
Esquipulas 73 - - - - - - 95 N/A
74 9,658 6,606 3,052 8,750 7,753 997 1,003 4,119
75 9,456 8,558 898 8,337 8,162 175 2,122 3,367
76 10, 985 7,702 3,283 10,381 9,993 388 2,726 4,716
Total 30,099 _2,866 7,233 27,468 25,908 1,580 5,948 12,202
Matiguas 73 — - - - - - 5,259 N/A
74 19,864 13,761 6,103 20,604 18,788 1,816 4,519 8,707
75 16,689 11,836 4,853 17,847 16,825 1,022 3,361 9,950
76 23,094 18,622 4,472 16,690 14,966 1,724 9,765 5,394
Total 59,547 2,715 15,428 35,131 20,575 3,582 22,504 24, 051
Muy Muy 73. puy = - - -— - 170 N/A
74 8,425 5,373 3,052 7,828 7,057 771 767 2,486
75 8,519 6,092 2,427 7,864 7,502 362 1,422 &3
76 9,961 6,559 3,352 8,587 7,308 279 2,746 2,779
Total 26,855 18,024 8,831 24,27% 22,867 T,412 5,106 5,328
Rio Blanco 73 - — - - — - - N/A
74 - - - - - - - N/A
75 12,185 10,665 1,521 9,187 8,629 558 2,999 2,700
76 16,916 13,615 3,301 16,561 16,287 274 3,354 7,920
Total 29,102 24,280 4,822 25, 748 24,916 832 5,353 10,620
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SUMMARY OF MUNICIPAL ACCOLUNTS DATA

(Uss )
REVENUES EXPENDITURES
Central Central Endina Public
REGION V = Department of Matogalpa Total Municipality C overnment Total Municipality C overnment Cash Balance Works
San Dionisio /3 -_— - . - -~ - - - N,
74 5,383 1,855 3,528 4,007 1,580 2,427 1,376 1,389
75 4,040 3,559 48 5,674 5,489 185 ( 258) 3,651
76 4,954 1,568 3,386 3,850 3,683 167 846 1,135
Total 14,377 6,982 7,395 13,531 10,752 2,779 1,964 6,175
San Isidro 73 - - - - - - 7 N/A
74 11,385 8,235 3,150 12,050 9,623 2,427 ( 658) 1,805
S 75 1,386 10,799 587 10,118 9,151 967 610 2,504
g 76 16,637 11,896 4,741 17,481 16,979 502 ( 234) 7,306
& Total 39,408 30,930 8,478 39,649 35,753 3,896 ( 275) 11,616
San Ramén 73 — - - - - - 1,490 N/A
5 74 8,295 2,192 6,103 2,563 2,089 524 7,222 150
= 75 7,233 2,380 4,853 7,660 7,527 133 6,795 5,307
76 9,509 2,736 6,773 12,453 12,256 197 3,851 9,190
Total 25,037 7,308 17,729 22,676 21,822 854 19,358 14,647
Séebaco /73 - - - - - - 121 N/A
74 9,531 6,479 3,052 9,080 8,495 585 572 973
75 10,312 7,885 2,427 10,167 9,787 380 717 2,337
76 9,659 6,273 3,386 10,013 9,689 324 363 4,320
79,502 20,637 8,865 29, 260 77,971 1,289 1,773 7,630
Terrcbona 73 - - - - - - 44 N/A
74 4,191 1,154 3,087 4,085 3,627 458 152 1,251
75 3,806 802 3,004 1,667 1,500 167 2,291 233
76 5,118 2,342 2,776 7,396 7,218 178 13 1,495

Total 3,115 3,758 8,617 3,748 12,345 303 7,502 3,019
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SUMMARY OF MUNICIPAL ACCOUNTS DATA

Uss
REVENUES EXPENDITURES
Central Central Ending Public
REGION V - Department of Matagalpa Total Municipal G overnment Total Municipality G overnment Cash Balance Works

73 - - - - - - 8,789 N/A

74 358,828 297,281 61,547 351,680 326,846 24,834 15,937 68,929

75 393,190 347,641 45,549 383,446 361,163 22,283 25, 682 81,714

76 551,268 485,320 65,948 531,401 518,497 12,904 45,548 142,682
Total 1,303,286 1,130,242 173,044 1,266,577 1,206,506 60,021 95,956 293,325
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SUMMARY OF MUNICIPAL ACCOUNTS DATA

(uss )
REVENUES EXPENDITURES Ending Public
REGION YV - Department of Jinotega Total Municipality Central Gov. Total Municipality Centrd Gov, Cash Balance Works
Jinotega 73 10,139 N/A
74 148, 979 135, 935 13, 044 159, 095 158, 282 813 23 78, 991
75 130, 000 123, 000 7, 000 128,151 127, 209 942 1,872 94, 759
76 207, 386 192, 054 15, 332 207, 383 203, 644 3,739 1, 875 52,228
Total 486, 365 450, 989 35, 376 494, 629 489,135 5,47%4 13,909 225,978
La Concordia 73 N/A
= 74 3,932 1,168 2,264 3,724 3, 306 418 208 442
a 75 4, 095 2, 519 1,576 3,638 3,203 435 665 105
& 76 4,516 2, 370 2, 146 4,938 4, 689 249 243 2, 406
E Total 12,543 6, 557 5, 986 12, 300 11,198 1,002 1,116 2, 953
S San Rafael del Norte 73 1,120 N/A
74 6, 787 3,513 3,274 5,416 4,142 1,274 2,491 114
75 5,930 3,566 2, 364 8, 065 7,577 488 356 3,160
76 7,912 4,632 3,280 7,510 6, 947 563 758 1, 632
Total 20, 629 11,711 8,918 20, 991 18, 666 2, 325 4,725 4, 906
San Sebastidn de Yali” 73 1, 345 N/A
74 6,460 3,230 3,230 4,101 3,730 371 3, 704 84
5 12,278 9, 350 2,928 11,807 11, 491 316 4,175 8,243
76 19, 942 17,302 2, 640 23,147 22, 846 301 970 16 655
Total 38, 680 29, 882 8, 798 39,055 38 067 988 10,194 24, 982
Jinotega - Totals 73 12, 604 N/A
74 166,158 144, 346 21, 812 172, 336 169, 460 2, 876 6,426 79, 631
75 152, 303 138,435 13, 868 151, 661 149, 480 2,181 7,068 106, 267
76 239, 756 216, 358 23, 398 242,978 238,126 4, 852 3, 846 72, 921
TOTAL 558,217 499,139 59, 078 566, 975 557, 066 9, 909 29, 944 258, 819
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(Uss
REVENUES EXPENDITURES Ending Public
REGION V Department of Esteli’ Central Central Cash Works
Total Municipality Government Municipality Government Balance
Esteli” 73
74 282,271 264, 825 17, 446 259, 389 9,193 13,689 40, 244
75 229, 504 216,973 12, 531 218, 722 10,703 13,768 36,294
76 282, 957 266,163 16, 794 253,735 9, 841 33,149 68, 698
Total 794, 732 747, 961 46, 771 731, 846 29, 737 60, 606 145,236
Condega 73 9 N/A
74 14, 062 5, 738 8,274 9,776 976 3,519 4,769
75 13,910 7, 317 6,593 14, u55 381 2,993 7,937
76 17,929 12, 509 5, 620 17,225 286 3,411 6, 722
Total 45, 901 25,414 20, 487 40, 856 1,643 9, 932 19,428
La Trinidad 73 2,192 N/A
74 17, 871 9, 456 8,415 12,560 1, 325 6,178 -
75 18, 860 12, 316 6, 544 20, 804 1,583 2, ~51 -
76 26, 751 18, 497 8,254 27,454 1, 368 580 7,263
Total 63, 482 40, 269 23,213 60, 818 4,276 11, 601 7,263
Pueblo Nue-n 73 1,914 N/A
74 s, 488 4, 355 4,133 7, 865 770 1,764
75 8, 858 5,728 3,130 6,138 247 4,237
76 9, 554 5, 461 4, 093 5, 680 373 7,738
Total 26, 900 15, 544 11, 356 19, 686 1, 390 15, 653
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SUMMARY OF MUNICIPAL ACCOUNTS DATA
(Uss$ )
REVENUES EXPENDITURES Ending
Central Central Cash Public
REGION V  Department of Esteli’ Total Municipality Government Total Municipality Government Balance Works
San Juan de Limay 73
74 8,478 4, 359 4,119 9, 936 9,213 723 1,787 1,914
75 7,890 4, 774 3,116 6, 803 6,233 570 2, 874 394
76 10, 316 6,230 4, 086 10, 383 9, 759 624 2 807 2,453
Total 26, 684 15, 363 11, 321 27,122 25,208 1,917 10,713 4, 761
73 7, 360 N/A
74 331,170 288, 783 42, 387 311,593 298, 606 12, 987 26, 937 46, 927
75 279, 022 247,108 31, 914 279, 436 265, 952 13,484 26,523 44, 625
76 347, 507 308, 660 38, 847 326, 345 313, 853 12,492 47, 685 85,136
Total 957, 699 844, 551 113,148 917, 374 878, 411 38,963 108, 505 176, 688
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SUMMARY OF MUNICIPAL ACCOUNTS DATA
(Uss )
REVENUES EXPENDITURES Ending Public
Central Central Cash Works
REGION V Department of Leén Total Municipality Government Total Municipality Government Balance
San Nicolds 73 4, 932 N/A
74 5,772 464 5, 308 3,170 3,043 127 7,534 655
75 7, 424 593 6, 831 2,258 2,186 72 12, 700
756 8, 261 789 7,472 11,262 11,155 107 9, 699 3,711
Total 21,457 1, 846 19,611 16, 690 16, 384 306 34, 865 4, 366
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DEMAND PROJECTIONS FOR SUB-PROJECTS
1978-1982

COSTING CRITERIA

I, General Comments:

The objective of this sfudy is to estimate the cost of projects which could be
carried out by the municipalities of Regions V and Il according to their priorities
and certain logical assumptions which are revealed in the methodology used.

The information accumulated in regard to the costs at specific projects, was
obtained through the investigation of such documents as Memorias del Banco Central
de Nicaragua 1976, Costos Unitarios de DENACAL 1977 -- Central Bank of Nica-
ragua Annual Report for 1976, DENACAL Unit Costs for 1977, and information ren-
dered by public agencies. An annual 10% inflation factor was considered in applying
costs to the projects.

Municipalities were classified as follows:

1) Large Municipalities. Those which are department capital (cabeceras).
a) Matagalpa b) Esteli
c) Jinotega d) Masaya
e) Granada f) Jinotepe

UNCLASSIFIED
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2) Medium size municipalities. Those with an urban population of more
than 7,000 inhabitants.
a) Tipitapa b) Masatepe
c) San Marcos d) Diriamba
e) Nandaime
3) All other municipalities (39) are considered small.
I. Methodology Used for Projects:
1) Market
Basic criteria
a) population
b) average size of stalls

Population was estimated by taking the average annual population growth rates
for periods 1965-1974 and 1974-1975.
A total number of five (5) persons was estimated per urban family and six (6)

persons per rural family (Recommendation given by the Oficina de Encuestas y Censos

== Survey and Census Office).
Market facilities are used by 60% of Urban Families and 10% of rural families.
We have assumed that each family visits the four following product sales areas

in every visit to the market.
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a) meat b) vegetables
c) cereals (grains) d) miscellaneous

We have estimated that each stall can attend 150 daily visits. Average size

for stalls is as follows:

Municipal capitals (cabeceras) 15 m2
Medium size municipalities 12 m2
Small municipalities 10 m2

To the total market area, according to the number of stalls, we have added

30% for other areas as sidewalks, corridors, yards, etc. Square meter average cost

for stalls:
Municipal capitals C$ 1,000/ m?
Medium size municipalities 800/ m2
Other municipalities 700/ m2

Price per square meter per year, considering inflation:

1978 1973 1980 1981 1982
Capitals 1,100 1,210 1,313 1,464 1,610
Medium size 800 968 1,065 1,171 1,288
Small 770 847 932 1,025 1,127
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2) Slaughterhouses:
The criteria used in this type of project follow:
a) average area b) average cost per square meter

According to the recommendations made by the Architect of the Municipal
Development Program, the following was considered:

AVERAGE AREA FOR SLAUGHTERHOUSES

Department capitals 500 m2
Medium size munic.palities 350 m?
Small municipalities 200 m?2

AVERAGE CONSTRUCTION COST FOR THE SLAUGHTERHOUSES
PER SQUARE METER

Department capitals C$ 900
Medium size municipalities 700
Small municipalities 700

Based on the Masaya study, 45% of cost was considered construction and 55%
for equipment and other (such as pig pens, corrals, etc.). This assumption was con-
sidered for the municipal capital and medium size municipalities. For small munici-
palities, 65% of total cost was considered fer construction and 35% for equipment

and other.
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PRICE PER SQUARE METER BY YEAR CONSIDERING INFLATION

In Cordobas
1978 1979 1980 1981 1982
Municipal capitals 990 1,089 1,198 1,318 1,450
Medium and small size
municipalities 770 847 932 1,025 1,128

3) Garbage Collection:

Assumed the purchase of one dump truck with a capacity of 5mS at an average
cost of C$200,000.
It is also assumed that each municipal capital will purchase two units while

medium and small size municipalities will purchase only one.

UNIT COSTS (5 m2 CAPACITY) CONSIDERING INFLATION

(In Cordobas)
1978 1979 1980 1981 1982
5 m3 Capacity Dump
Truck 220,000 242,000 266,200 292,820 322,100

4) Potable Water:

It is estimated that 60% of the population of all municipalities have potable
water service.
The Engineering Section considered that each urban family represent a potable

water service.
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In order to estimate the area of distribution, we assumed that each family to

be served, occupiesa 10 m. lot. The average cost per meter for distribution is

C$360.60 in 1977 (see Annex No.1.)

DISTRIBUTION COSTS CONSIDERING INFLATION

(In Cordobas)
1978 1979 1980 1981 1982
996.7 436.4 480 528 580

As explained in Annex 1, the average cost per family connection is C$604.70.

AVERAGE COSTS PER POTABLE WATER SERVICE CONNECTION
CONSIDERING INFLATION

(In Cordobas)
1978 1979 1980 1981 1982
665 732 805 885 974

5) Sewer: *

In orcler to cost projects of this nature a special investigation was done in
DENACAL (also for potable water service) as described in Annex No.1, from which

average prices were taken.

1 linear meter of pipe lines C$ 220
1 manhole every 100 meters 3,900
Family Connections 900/family

As.iming family lots of 10 meters wide.

Does not include costs of oxidation.

UNCLASSIFIED
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In municipal capitals 5 kms. of pipe lines are installed annually.

In medium sizz municipalities 2 km. of pipe line are installed for each
project.

In the rest of the municipalities each project covers a length of 1 km. of
sewer system,

ANNUAL AVERAGE COST PER METER OF SEWER PIPE LINES
CONSIDERING INFLATION

(In Cordobas)
w9 9 e 1982
Pipe lines 242 266 293 322 354
Manhole 4,290 4,719 5,190 5,709 6,280
Connections 990 1,089 1,198 1,317 1,449
6) Pavement, block paving and street curbing:

Main criteria used in these types of projects are:

a) No. of streets to be paved or block paved:
i) department capitals, 20 per project;
ii) medium size municipalities, 10 per project;
iii) small municipalities, 5 per project.
b) Block average dimensions:
i) 80 meters long
i) 7 meters wide
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Total area per street block: 560 m?
Average price per square meter of block paving: C$62
Each street block has 160 linear meters of curbing.

AVERAGE ANNUAL COSTS OF PAVEMENT, BLOCK PAVING AND CURBS

(In Cordobas)
978 179 190 w81 1982
Paving and Curbing 49 54 60 66 73
Block Paving 68 75 32 N 100

7) Electricity and Public Lighting:

Due to the fact that these projects are similar, they have been studied as a
package. When estimating costs, street lights were separated, since electric wiring
and transformers serve both projects. If a city needs a public lighting system but has
house lighting, costs are only applied for street lights and transformers. In cases
where no house lighting exists costs include transformers and house wiring.

Costs were provided by the Economic Planning Administration of ENALUF for
the year 1977, and were increased in 10% for following years. The average costs

per kilometer of transformation can be summarized in the following manner:

Year 1977 1978 1979 1980 1981 1982

Cost, (thousands
of C$) 97.95 107.75 118.52 130.38 143.41 157.75

UNCLASSTFIED
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Average cost for housewiring and street lighting were increased in the same percentages

as above:

Year 1977 1978 1979 1980 1981 1982

Street lights 716.0 788.0 866.0  953.0 104.80 1153.0

House wiring 170.0 187.0 206.0 226.0 249.0 274.0

YEARLY PHYSICAL NEEDS

a) Municipal Capitals

Years 1978,1979 and 1980 1981 and 1982
Wire system 2,5 km, 1 km,
Street lights 51 2]
Connections 250 100

b) Minor Municip alities
Years 1978, 1979 and 1980 1981 and 1982
Wire system 1.5 km, 0.5
Street lights 31 N
Connections 100 40

c) Other Municipalities
Year 1978, 1979 and 1980 1981 and 1982
Wire system 1.0 km. 0.2
Street lights 21 5
Connections 40 15
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COST ESTIMATE FOR DEMAND PROJECTIONS MUNICIPALITIES OF REGIONS IAND V

General Concepts:

Construction costs may vary in relation to a series of factors:

a)
b)
c)
d)

g)
h)

Materials available in the region.
Production of construction materials in the region.

Transportation of material and labor.

‘Distances afid conditions of roads for transportation of materials

and labor.

Condition of localities where work is to be done.
Eouipment - vai lability.

Weather conditions.

Labor Cost.

It is evident that construction costs in Region Il will be less than in Region

V since it is nearer to the Managua zone (the main producer of construction material),

thereby reducing transportation costs. Labor costs will be equal in both regions, since

they are based on the same collective agreement with the SCASS Labor Union which

regulates labor costs in Managua.

In these cost estimates, we shall refer to: Installation of Potable Water

System, Sanitary Sewage System, Storm Sewage System, Street Paving and street curbing.
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In the installation and construction of the potable water distribution systems,
collection of rain water and domestic sewage, rocky groﬁncis raises the price of con-
struction, since ditch digging for the placement of pipes is more difficult, and the use
of rented construction equipment is necessary.

The same rocky ground decreases construction costs for street paving and
cubing, since it serves as o good supporting base. On the other hand, when the
ground is argillaceous (clayey); this type of ground sometimes requires that certain
material (not adequate for the construction of street pavement) bre removed, and the
transportation, placement and compacting of choice material for the base would be

necessary .

POTABLE WATER SYSTEM:

A great variety of pipes with different diameters and materials used for their
manufacture are employed in the installation of the potable water system. Many
times these pipes vary in relation to the purity of water which will run through them
and types of ground or surroundings where they will be installed.

The most common materials are:

a) galvanized iron

b) asbestcs cement

& plastic PVC MICROFILMED FROR BEST
AVAMAELE Copy
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A ene inch galvanized pipe is normally used in Nicaragua for potable water
systems. Asbestos cement pipe even though being the most practical in this environment,
especially in the metropolitan area, has the following inconveniences: it is not
easily found in the market, it must be specifically impor ted when new systems are
to be built and requires specialized labor for its installation.

PVC pipes are presently displacing other types since they are made in Nicaragua
(two factories), they are manageable (light) and they can be easily installed. They

also meet the requirements of the Empresa Guadora de Managua (Managua Water

Company) and of the Departamento Nacional de Aleantarillados y Acueductos (DE! IACAL)

Common Pipe Diameters and Materials used in their manufacture are:
g
1) 1/2" and 3/4" pipes

2) 1" pipes

PVC and W2 G (domestic connections)

il

PVC and H# G2 (general distribution service
connection)

3) 2" @ pipes

4) 3", 4" and 6" @ pipes

PVC (general distribution)

H

PVC and AC (general distribution)

]

5) 8" to 20" @ pipes AC (general distribution)
Considering type of ground and labor the costs of installing water pipes are as follows:

l. Excavation done with machines, using the same material excavated for filling
(cost of a linear meter).
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Thousand
2" 3 4" 6" 8" average C$
PVC 85.40 114.10 137.40  205.40 - (542.3) 135.58
AC -- 113.20  136.90 168.40 196.3 (615) 153.75
. Excavation done by hand, wsing part of the excavated material for fi lling.
Thousand
2 3 4 6 8 Average C$
PVC 155.3 197.40 233.5 318.10 -- (904.30)  226.08
AC - 196.50 233.0  281.30  319.50 (1030.30) 257.58

Ill.  Excavation done with explosives using choice material (brought from other

areas) for filling.

Thousand
2 3 4 6 8  Average C$
PVC 225.20 280.70 326.60 430.80 - (1263.30) 315.83
AC -- 279.80 326.10 394.00 442.70 (1442.80) 360.65

The domestic connection costs must also be included. These costs vary in accordance

to type of ground and diameter of pipes used.
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POTABLE WATER,
CHART FOR DOMESTIC CONNECTIONS

MB-RED | I 1l
2 470= 585= 700=
3" 486= 601.72 716=
4 489= 604= 719=
6" 499= 614= 729=
8" 504= 619= 734=

SANITARY SEWAGE SYSTEM:

For the construction of sanitary sewage systeras there is only one type of material
which meets all of the following conditions: econontic, easy-installation, national
manufacture and availability. This material is the 8" @ concrete pipe which is
manufactured in three places in Nicaragua.

Construction costs will vary in relation to the type of ground where the pipe
is to be installed.

Manholes (inspection wells) needed for repairs and inspection of the pipes
are made out of clay and reinforced concrete when their height requires. Construction

costs will vary depending on the type of ground.
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The cost of a linear meter of an 8" @ concrete pipe is:

I Using machinery: C$110=
. Using labor: C$220=
. Using explosives C$330=

The unit cost of the mancholes (inspection wells) is:
l. C$3,000=
il. C$3,900=
.  C$4,800=

The cost of the domestic connections shall be:

l. C$600=
1. C$900=
.  C$1,200=

STORM SEWAGE SYSTEM:

In the construction of storm sewage systems, concrete pipes are always used.
Manholes (inspection wells) are similar to those used in the sanitary sewage systems.

Cost of pipes for storm sewages and inspection wells are:

L L A
Ground | 110= 120= 140= 175= 200= 3,000=
Ground Il 220=  240= 280= 350= 400= 3, 900=
Ground |11 330= 360= 420= 525= 600= 4,800=
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CURBS:

Lately, the construction of curbing has been diversified due to the use of
differant types of material . Normolly,‘ curbs are made out of concrete with a 2,500
Ib. resistance per square inch witbout steel reinforcement. In many locations granite
stone is being used, especially the granite stone from Diriamba, which is machine cut and
is more resistant than others. There is another type of curb called "shoulder" which
consists of the contrustion of only the vertical part of the curb. This has lately been
used by the National District in Managua and is built with granite stone matericl.

Since costs of curbing may vary as previously stated, we can use as base

costs the following:

C$45= (linear meter)

concrete curb

stone curb C$20= (linear meter)
PAVEMENT:

Several years ago, Nicaragua used asphalt and stone layers; this was a long
and expensive process for paving the streets. Other techniques which permit a faster
and cheaper pavement construction have been used lately. Some of these methods
are:

1) the use of asphalt mixtures

2) the use of concrete block paving.
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Asphaltic mixtures lower the price of construction, but with an inconvenience
of having to use special machines for pouring and compacting. In municipalities lo-
cated far from the capital city, the use of heavy equipment is expensive due to dis-
tances and road conditions. Furthermore, specialized personnel in the use of this
type of machinery must also be transported.

The stone paving block is more manageable; it does not need special storage and
can be exposed to the weather. No specialized material is necessary for its placement
and it can easily be maintained, this is advantageous for those municipalities which
do not have apropriate machinery.

Paving costs are assumed to be:

a) asphaltic mixture= C$45- / m?

b) stone paving block= C$62- / m2

These prices include the sub-base and base costs of the chosen material and
normal land conditions. Normally, when a pavement design is made, soil studies
should be done in a laboratory to determine the resistance and the depth or thickness
of the sub-base, base and asphaltic mixture in relation to the load.

CONCLUSIONS:

To determine the costs of these projects without having a draft proposal is very

difficult, due to the fact that a great amount of factors must be considered. These are:
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design

site condition

site distance

local availabilities.

In regard to the potable water, the design is an important factor for dtermining

the costs, since only with a well-balanced design and with little losses, can the optimun

relation of the different pipes be obtained.

The same occurs with the costs of the sanitary and storm sewages. Todstermine

paving and curb construction costs in @ community, it is sufficient to know the length

and width of the streets to determine the amount of work to be done, and knowing the

costs per ml or m2 it is easy to determine the total costs.
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REGIONII
QUINQUENTO 1978-1982
1978 1979 ~1980 1981 1982
MUNICIPIOS PROY COSTO PROY CO5TO PROY CO3T0 PROY CO3TO PROY COSTO
L.E 180,325 MER 770,528 viv 5,457,100 T.A 292,820 PAV 525,600
TIPITAPA - A.S 844,580 MAT 724,889  PAV 475,200 -
- - PAV 432,000 - -
- - A.S 929,036 - -
MAT 866,663 MER 770,528 PAV 864,000 VIV 14,274,900 ESC 315,560
MASAYA - PAV 777,600 L.E 1,147,350  ESC 287, 000
NINDIRI A.P 676,281 AS 422,290 T.A.l. 139,800  PAV 237,600 T.A 322,100
DIRIA ENC 39,200 PAV 194,400 T.A.l. 139,800  PAV 237,600 - -
SANTA TERESA ENC 39,200 PAV 194, 400 MER 193,856 PAV 237,600 - -
NAG AROTE PAV 176,400 AS 422,290 - - - - - -
MER 250,250 AP 1,065,064 A.PU 20,013 PAV 237,600 viv 6,603,000
SAN RAFAEL DEL SUR - - A.PU 36,372 - T.Al 153,750 PAV 262,800
JINOTEPE MER 1,738,000 T.A 484,000 MAT 1,331,101 - - - 15,702,450

ININNJOA T1EYTIVAY 1548
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MUNICIPIOS PROY COSTO PROY COSTO PROY COSTO PROQY COSTO PROY COSTO
DIRIAMBA MER 968,240 PAV 388,800 PAV 432,000 MAT 797,222 PAV 379, 600
- - - - T.A. 266,200 - - - :

AS 1,919,500 AS 2,111,450 MER 6,488, 625 PAV 950,400 MAT 1,611,111
GRANADA —— MAT . 495,132 ___PAV__ 864,000 = = PAV 1.051.200
NIQUINOHOM®O PAV 176,400 A.S 422,290 c.s 240, 000 MER 186,550 PAV 262,800

- - L.E 253,520 - AS 510,968 -

DOLORES MER 60,060 ENC 43,200 PAV 216,000 PAV 247,600 CM 191,590
MASATEPE AP 1,741,632 A.S 844,580 A.S 929,038 A.PU 108,992 APU 12,683

PAV 276,400 PAV 194,400 - - CM 191,590
NANDAIME - - - - - - - MAT 1,114,073
SAN MARCOS MER 274,560 T.A 242,000 MAT -. 724,889 . PAV 475,200 PAV 575, 600

TOTAL cs 9,403,111 10,977,424 21,539,709 19,711,002 29,121,757
uss$ 1,343,302 1,568,203 3,077,102 2,815,856 4,160,252
TOTAL CENERAL DE LA REGION CS$ 90,753,003
USS 12,964,715

SIMBOLOG 1A
AP Agua Potable PAV Pavimento AS Alcantarillado Sanitario L.E luz Eléctrica ESC. Escuela
MER Mercado MAT Matadero VIV Viviendas C.M. Casa Municipal T.Al Taller de Artes Industriales
TA Tren de Aseo ENC Encunetado APU Alumbrado Pgblico C.S Centro de Salud ADO Adoquinodo
LEGEND
AP Potoble Water PAV Paving AS Sewerage System L .E House Wirino ESC School
MER Market MAT Slcughterhouse VIV Housing C.M. Municipal Building  TAl Industrial Building
T.A Garboge Truck ENC Curbing APU Public Lighting C.S Health Center ADO Paving
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QUINQUENTO T978-1982
MUNICIPIOS 578 V74 1380 ToBT 1982
FROY CONO PROY COSTO PROY COSTO PROY COTO PROY COSTO
AP. 4,942,343 NAT 1,210,000 A5, 2,322,550 ENC 3,200 AV 15,702,450
MATAG ALPA MER 2,251,700 ENC 172,000 T.A. 532,400 PAV 739,200  A.S. 2,810,330
T.A. 440,000 A.S. 2,111,450  PAV 864,000 - - T.A. 644,200
PAY 705, 600 PAV 604,800 - - - - PAV 1,051,200
SEBACO ENC 39, 200 A.P. 662,480  A.S. 464,519  L.E. 492,527 c.s. 290, 000
AP, 583,632 A.PU 36,372 - - - - - -
RINIDAD - - MAT 260,615 PAV 216,000 A.PU 5,240
LAT - - - . A.PU 60,039 MER 266,500
PAV 176,400 A.S. 422,290 - ENC 52,800  PAV 262,800
S SAN RAFAEL DEL NORTE A . - a . ) 4 . g
g CIUDAD DARIO PAV 736,440 ~ MER 374,374 A.S. 464,519 - - M.AT 347,077
5 ENC 30,240 - A.S 422,290  A.P. 1,703,920 - - Y, 6,603, 000
g C.M 235, 000 - —
CONDEG A ESC 115,500 AS 422,290 VIV 5,457,100 PAV 184,800  ESC 169, 050
ENC 43,200 - MER 239,850 -
SAN RAMON A.S, 383,900 " PAV 194,300 A.P 257,830 C.S 264,000  ESC 169,050
MATIG UAS MER 283,500 A.P 682,864 A.S 464,519 T.A 292,820 - -
L.E 115,230 L.E 126,760  PAV 216,000 - - - -
TERRABONA PAV 176,400 AP 229,320 A.S 464,519 C.M. 174,250 - ,
JINOTEC A AP 2,575,392 PAV 777,600  A.S. 1,843,435 T.A 585,640  MAT 1,611, 11

LE 316,125 MER 1,887,600 A.PU 145,809 ADO 1,230,400 -
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MUNICIPIOS PROY COSTO PROY COSTO PROY COSTO PROY COSTO PROY COSTO
MER 2,145,000 AS. 2,111,450 AP 3,531,150 AP 4,068,900 - -
A.S 1,919,500 AP 3,062,696 ENC 192, 000 PAV 950,400 - -
C.5 218,000 PAV 672,000 -
ESQUIPULAS L.E 115,230 A.P 499,408 A.P 571,710 T.A 292,820 - -
- - - - - - C.S 264, 000 - -
SAN NICOLAS L.E 115,230 A.P 66,248 PAV 216,000 T.A 292,820 -
SAN DIONISIO AP 180, 648 " PAV 194,400 T LE 418,260 L.E 32,417 -~
SAN JUAN DE LIMAY ENC 39,200 L.E 253,520 A.S 464,519 ESC 153,750 ESC 169,050
PUEBLO NUEVO AP 352,032 A.S 422,290 PAV 216,000 T.A 292,820 Cc.M 191,590
- - - - MER 133,276 MAT 315,385 -
SAN ISIDRO PAV 176,400 AS 422,290 MER 145,392 - -
LA CONCORDIA AP 194,544 PAV 124,400 A.S 454,519 PAV 237,600 MER 73,255
TOTAL C$ 19,109,387 18,563,927 22,641,406 11,640,139 30,285,753
uU.S. $ 2,729,912 2,651,990 3,234,487 1,662,877 4,326,536

TOTAL GENERAL DE LA REGION C$ 102,240,612
u.s. $ 14, 605,802
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REGIONTTY V
(MILES)

ANOS 1978 1979 1980 1981 1982
REGION V C$ 19,109.4 18,563.9 22,641 4 11,640.1 30,285.7
$  2,729.9 2,652.0 3,2344 1,662.9 4,326.5
RECION 1i C$ 9,403.1 10,977 .4 21,539.8 19,711.0 29,121.8
' $ 1,343.3 1,568.2 3,077.2 2,815.8 4,160.3
C$ 28,512.5 29,541.3 44,181.2  31,351.1 59,407.5

TOTALES

6,311.6 4,478.7 8,486.8

$ 4,073.2

Total General de las Dos Regiones:

4,220.2

C$ 192,993.6

us$ 27,570.5
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MACROECONOMIC ANALYSIS TABLES

This Annex contains the following:

1. Nicaragua: Central Government Revenues
2. Nicaragua: Central Government Budget

3. Nicaragua: Balance of Payments
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CENTRAL GOVERNMENT REVENUES

1. Tolal Current Revenues

2, Tax Revenues

Av
B-
3 A'
B-
L,
De
GOURCES:

Direct Taxes

Income Tax
Property Tax

Indirect Taxes

Import Tax
Export Tax
Sales and Excise

Non-Tax Revenues

Recuperations

Current Transfers

Farmarked Taxes

(C$ Millions)
Actual
2215
1312.9
1151.2
265,2
175.2
90.0
858.0
3hk,6
6.9
506.5
119.9
1,2
_ L6

23.0

Annex N
Page 2 of &4
Actuals Revised
1976 AT
1527.3 1700.8
1352.7 1555.5
3%0.3  35L.2
245.6 231.2
10k4.7 120.0
1002,4 1204.3
367.3 435.9
6.8 45.5
628.3 722.9
109.3 1.2
21.1 _18.8
12,5 19.0
31.7 _36.3

1975 and Budget 1976 - USAID Nicaragua: Current Economics Situation

1976 and 1977: Central Bank
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NICARAGUA: CENTRAL GOVERNMENT BUDGET
(C$ Millions)
Budget Actual Estimated
1975 1226 1976 1977

A. Current Revenues 1323.2 1658,3 1527.3 1700.8
B. Current Expenditures 1130,1 1234.2 '1208,5 1456.8
C. Savings on Current Account

(A-B) 193.1 Lol 1 318.8 2hk 0
b. Capital Expenditures 963.7 989,0 906. 4 1419.6

Real Investment (332.0) (k1k.9) (319.0) (783.5)

Financial and Indirect '

Investment* (506.2) (393.6) (430.0) (407.4)

Amortization of Debt (125.5 (180.5 (157.4) (228,7)
. Total Ixpenditures (B+D) 2093.8 2223,2 2114.9 2876.4
F. Additional Resources

Needed to Finance

Investment (D-C) 770.6 564 .6 587.6 1175.6
G. Sources of Funds 64h.6 505.5 587.6 1175.6

Debt to INSS 48.8 51.4 51.4 56.5

Other Tntecrnal Borrowing** - 102.3 29.3 93.0

xternal Borrowing 595.8 351.8 159,5 1084,3
He  To be covered by Cash

Reserves (including deposits

abroad) 126.0 59.1 3474 ( 58.2)

SOURCES: 1975 USAID May 1976 Report Nicaragua: Current Economic Situation
1976 Budget - Ministry of Finance Program Budget
197€ - 1977 Central Bank and USAID
Indirect investment jis capital transfers to autonomous public entities, financial
investment is lending by Central Government to autonomous entities.
** Buch as bond issuance.

UNCLASSIFIED



UNC LASSYF LD

Annex N
Page 4 of 4
NICARACUA: .BALANCE OF PAYMENTS
(US$ Millions)
1974 1975 1976 1977
A.  Balunce on Current Account 256.7 ~189,.k4 - 64,0 -109,2
l‘)xports (FOB) 379-6 37509 5’41.2 66303
Imports (FOB) -540,2 -479.3 -496, -630.6
Net Services -111.6 - 99,5 -120,5 -159,9
Net Transfers 15.5 13.5 11.5 8.0
B. Private Capital 58.1 W5 25.7 19.8
Investment 13.8 13.0
Loan Drawdowns 9.1 10,0
Amortization - 4,0 - 6,5
Suppliers Credit 39.2 28,0
C. Official Capital 173.4 110.9 70.6 5.4
Loan Drawdowns 17h 4 156.9 72.3 197.3
Amortization - 20.3 - 20.9 - 37.2 - 50.4
Other, I[nel. Withdrawals or
Deposits Abroad 19.3 - 25,1 35.5 - 1,5
D. Errors and Omissions - 13.7 - 7.3 - T4 -
.  Balance of Payments - 38.9 - 31,7 39.7 56,0
I, Change in Net Reserves
(=) cquals Increase + 38,9 + 31.7 - 39.7 - 56.0

**  Prgjected

SC'RCE:  Central Bank
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INITIAL ENVIRONMENTAL EXAMINATION ggggxloof M
l'roject Localion:  Nicaragua
'rojeel I'iLle; Rural Municipal Development
Project Number: Loan 524-0119

unding (Fiscal Year and Amount): FY 1978/1980 - $5 million loan

Life of Project: 3 years

1EE prepared by: tussic L. Daniels 111 ZFfF
Assistant Program Officer

47,
Homero Bustamnnte/2§/
Program Economist

Cleared by: Paul M. Groves, DVE 72>
P, Wilson, CAP

ig/
0. J. Lustig, §55-|1

Environmental Action Recommended: 1t is recommended that a negative
determination be made for this project and that no additional environ-
mental examinationsbe carried out on this project. The project will
involve technical assistance, training and municipal infrastructure
development.,  Although these activities will involve gsome kinds of
infrastructure construction, these will be limited. and are not expected
to result in large-secale land transformations or to" have a significant
effect on the human envircrment.

Concurrence by Mission Director: /. ;ZCEZ ,F'Z/ ,
S L (o

Arthur W. Mudge, Director, USAID

Date: n%b{%//;7;7

Assistant Administrator Decision:

Approved:

Eugene N. Girard 1I, AA/LA

Disapproved
Fugene N. Girard 1I, AAJIA

BEST AVAILABLE DOCUMENT
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Peeeripbion or Projeel:s  The puepose of Ghin proJecet Ta Lo develop n
milti-inslitutional syslem to expand and improve the services provided

by rural municipalities Lo their small farmer and rural poor constituents.
This propose, directly related to the overall goal of the Government of
Nicaragna and USA[D/N'S program to improve the standard of living of the
rural poor, will be accomplished through the provision of training,
technical assistance and supervised credit to rural municipalities. To
engure that suitable institutional arrangements will exist to organize
and administer the program, this combined loan/grant project will support
the establislment and stalfing of a Kural Municipal Development Division
in the Ministry of Government, the creation of a Municipal Data Bank to
collect and analyze information on the major problems of rural mnici-
prlities, and the establishment of a Municipal Credit Fund within the
Institute for Campesino Welfarce (THVIERNO) to finance expanded

Municipal services projects. In addition, the project will support the
establishment of a Rural Municipal Development Executive Advisory Board,
training for Ministry of Government bersonnel and local Municipal
officials and a study of existing legislation affecting municipalities,
Taken together, thece activities are expected to have a positive impact
on such factors as low annual budgets, antiquated organizational
structures, poor administration, lack of facilities and other deficiencies
which have limited the capacity of Nicaragua's municipalities to provide
more and better services to the rural poor.

The GON will provide training, facilities, salary support, etc. to
minicipal officials on tax laws and collection procedures; financial
management and control; budget preparation and control; and project
degign and management.  AID funds ($5.0 million)will finance technical
angistance, training and commod ity support for upgrading the ckills of
Lhe Hinistry of tiovermment officinls and bo improve Lhe capability of

Lhe Ministry Lo deal with municipal problems., In addition, the loan
will finance municipal development projects.
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Lo HdenbiCienblon and Fynlaalbion ol tavirommentnl impncbs

fmpact ldentirication
Lupact Areas and $ub-areans and Evaluation 2/

A. Lond Usce

1. Changing Lhe character of
land through;

a, I[ncreasing the population N
b, Extracting natural resources N
¢. Land clecaring N
d. Changing soil productive capacity N
2. Altering natural defenses N
3. Toreclosing important uses N
L, Jeopardizing man or his works N
5. Other Factors N

B. Waler Quality

1. Physical state of water
2. Chemical and biological states

3. Ecological balance

=2 2 =2 =

4, Other factors
C. Atmospheric
l. Air additives

2. Air pollution

=2 =2 =

3. Noise pollution
b, Other factors N

2/

Ho enviconmental, impact

L= Little cuvirommental impact

M = Moderale envirommental impact
Il = High environmental impact

U = Unknown environmental impact

UNCLASSIFIED
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F‘.

G.

H.

Hnbucal Resources

l. Divevsion, altered use of water

2. lrreversible, ineffiéient conmmitments
3. Other factors

Cultural

1. Altering physical symbols

¢, Change of cultural traditions

3. Other factors

vocio-Beconomice

1. Changes in economic/employment patterns
2. Changes in population
3. Changes in cultural patterns

h. Other changes in traditional
agriculture cultivation practices

Healbh
1. Changing a natural enviromment
2. BEliminating an ecosystem element

3. Other frctors - changing dietary
habits of rural families

teneral

1. International impacts

- 2. Controversial impacts

3. Larger program impacts

I, Other factors

. OLher possible impacts

(not listed sbove)
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RURAL MUNICIPAL DEVELOPMENT ':ONN]EX ?8
PROJECT PERT ACTIVITIES ge l o
No. Description and Completion Date Action
(eneral
0 Starting point (PP completed and submitted to AID/W) AID/N
0-1 Review and approve PP (30 Sep 77) ADD/W
1-2 Prepare and sign a project agreement to obligate AID/N-GON
FY 77 funds (30 Nov. 77)
2-3 Meet all conditions precedent to initiate GON-DDM
disbursements under this project. (31 Mar. 78) INVIERNO
3-4 Develop and present publicly a National Municipal’ GON

Development Strategy (30 June 79)

BEST AVAILABLE DOCUMENT
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Description and Completion Date ‘ Action

0-5

A8
f
(o

7-8

8-10
10-12
2-1h

14-16

Training

DDM Personnel Training

Note: All activities carried out by the long and
short term specialists will be carried out under an
on-the-job training for the DDM counterpart personnel.

Select and contract long term specialist (LT Spec) DDM-AID
to provide technical assistance o DDM in its

activities of creating an independent, unified

municipal development institution with all necessary

recommended sarvices. (30 Apr. 78)

Determine training needs, then design and schedule DDM-Long Term
a training program to upgrade the capability of DDM Specialist
personnel, including seminars. courses, on-the-job

training, observation visits and long term overseas

courses - Master level (15 Dec. 77)

Select and contract ‘a. competent ‘educational DDM-Long Term
institution and/or training specialist(s) (T Spec) Specialist

to develop or provide curriculum and teaching

materials (15 Feb., 78)

Develop and prepare all necessary teaching material MDD-T. Spec.
and manuals for the first years scheduled DDM

Personnel training activities (6 to 10 courses and

1 to 2 seminars). Also assist in the selection

of participants and of schools and sites to be

utilized. Start training. (15 Mar. 78)

Conduct and evaluate each training activity scheduled MDD-T, Spec.
for the period. Also update training as necessary

including the selection and processing of participants

and start the following training activities scheduled

for the period (6 to 10 courses and 1 to 2 seminars)

(31 June 78) (31 Jan 79) (31 Jan 80).

Continue training DDM personnel as a permenent

activity of the institution (31 Aug 81).

Training Municipal Government Personnel

Develop and prepare with the direct participation of DDM~Spec.
DDM counterparts all necessary teaching material and

manuals for the first years scheduled training

activities to be given to Municipal Government

Personnel. (6 to 10 courses and 1 to 2 seminars),

Also assist in the selection and Processing of

participants and schools and sites to be utilized,

Start training. (30 Jun, 78)

UNCLASSIFIED
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No. Description and Completion Date Action
9-11 Conduct and evaluate each training activity schedule DDM-Spec,
11-13 for the period. Also update training as necessary
13-15 including the selection and processing procedures
for participants. Start the following training
activities scheduled for the period. (6 to 10 courses
and 1 to 2 seminars) (31 Jan. 79) (31 Jan 80)
(31 Jan 81)
15-16 Continue training Municipal Government personnel as

a permanent activity of DDM. (30 Aug. 81)
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No. Description and Completion Date Action
Technical Assistance Support
Special Studies
5-17 With the active participation of DDM and INVIERNO DDM~INVIERNO
counterparts review and cevelop a detailed work L.T., Spec.

plan to achieve the institutionalization of the
municipal development process through DDM, by
creating an independent, semi-autonomous, unified
drvelopment institution with a self-sufficient
source of technical services to assist the
municipalities in their developmental process.
(30 June 78),

17-2% Conduct scheduled social and legal studies to DDM - L.T.&S.T.
25-30 establish basis for improved municipal administration, Spec.
30-35 also conduct studies on the political division of

the country to insure its adequacy for municipal
development and meke specific recommendations to
accelerate the municipal development process. Use
Short Term specialist (S.T. Spec.) as necessary
(31 Jan 78) (31 Dec 79) (31 Dec 80).

35-42 Continue as a permanent activity of DDM conducting DDM

special studies to establish basis for a more
active development of the municipalities (31 Aug 81).

UNCLASSIFIED
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No. Description and Completion Date Action
General Technical Assistance
17-18 Organize and staff field technical assistance DDM - L.T.
with Regional Officers and field monitors to Spec.

provide technical assistance to municipal govern-
ment personnel. Specialized T.A. may be provided
from the office central staff., Start providing
T.A. services to Region V. (28 Feb., 78)

18-26 Provide continued T.A. assistance to municipality DDM - L.T.
government personnel in Region V and aid them all Spec.
their activities of identifying, promoting and
implementing municipal development projects.

Consider evaluation recommendations and start
providing T.A. services to Region II. (31 Dec 78).

26-31 Based on yearly evaluation results update T.A. DDM- L.T.
services and continue providing assistance to Spec,
Regions II and V. (31 Dec 79) (31 Dec 80) (31
Aug 81).

UNCLASSIFIED
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No.

Description and Completion Date

Action

17-19

19-20

20-22

20-27

03-0Y
29-3l
3h-39
39-hk

3-21

21-23

Project Development and Implementation Assistance

With active participation of INVIERNO design a basic
program to identify, promote and implement muniecipal
development projects within a steblished criteria
for granting sub-loans to insure that specific
projects benefit the rural poor as per agreed
conditions (28 Feb. 78)

Contact municipalities in Region V to detect needs
for the identification of priority projects and
promote them (30 Apr. 78)

Complete feasibility studies for identified projects
and submit them with loan applications to INVIERNO
(31 Jul 78).

Process loan application, review feasibility study
and approve loan if within general loan approval
criteria established. Also sign loan agreement
and disburse loan (30 Sept 78).

Continue identifying and promoting projects in
Region V and start doing the same in Region II.
(30 Dec. 78)

Update methodology for making feasibility studies

as reconmended in evaluation and continue completing
feasibility for identified projects. (15 Jan T9)

(15 Jan 80) (15 Jan 81).

Update methodology as recommended in the general
evaluation and continue as a permanent activity
of DDM reviewing feasibility studies (31 Aug 81).

Update methodology as recommended in the general
evaluation and continue processing loan applications,
reviewing studies, signing loan agreements and
disbursing loans (31 Jan 79) (31 Jan 80) (31 Jan 81)
(31 Aug 81).

Review loan 1'-031 experience and accomodating new
aspects of this project, update as necessary all
procedures for processing, approving, disbursing,
collecting and monitoring sub-loans. Also develop
and put into practice a communication system by
which DDM is maintained properly informed of all
project sub-loan negotiation, implementation and
loan recovery operations (30 Apr. 78).

Process loans which already fill the requirements

under this project in order to accelerate disburse-
ments for project implementation (30 Sept 78).

UNCLASSIFIED
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No. Description and Completion Date Action
'-19-2h Design and implement a data gathering, processing DDM - Spec,
and information bank under which all municipalities INVIERNO

to which credit has been extended, provide simple
but standardized data.

2h-4s5 As a permanent activity of DDM continue building DDM
up the information bank and making this information
available to users. (31 Aug 81).

Evaluations
3-46 Design an ongoing evaluation and monitoring system, FONDESA
including criterias for municipal interventions Contractor

and for overall govermmental policies. Also set
up within it a feedback system to improve or update
interventions (30 June 78)

L6-47 Conduct general evaluation of progress, emphasizing FONDESA/AID

h7-h8 the improvement of a permanent evaluation systen, Contractor

48-4g Submit recommendations to improve system (30 Sep 78)
(30 sep 79) (30 sep 80)

49-50 Conduct Final General Evaluation (30 Sept 78) AID/W
REPER TS

2-51 Prepare and submit to AID quarterly progress reports. DDM

51-52 including loan activities reported by INVIERNO.

52-53 (28 Feb 78) (31 May 78) (31 Aug 78) (30 Nov 78)

53-5k (28 Feb 79) (31 May 79) (31 Aug 79) (30 Nov 79)

54-55 (28 Feb 80) (31 May 80) (31 Aug 80) (30 Nov 80)

55-56 (29 Feb 81) (31 May 81) (31 Aug 81)

56-57

57-58

58-59

59-60

60-01

01-62

(2-63

63-64

64-65

50-66 . Prepare and submit to AID/W end of project report ATD/N

(15 Nov. 81)
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AID 1020-28 (3-72)

Project Title & Number:

PROJECT DESIGN SUMMARY

LOGICAL FRAMEWORK

Rurs? Municipal Developrent (524-0114)

Lite of Project:

From FY 77 o FY_31
Total U.S. Funding $3,500,000 _
Date Prepared: _culy 20

NARRATIVE SUMMARY

OBJECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION

IVVPGRTANT ASSUMPTIONS

Program or Sector Goal: The broader objective to
which this project contributes:

Improve the economic well-being and living
conditiorc of the rural poor in Nicaraguad

Messures of Goal Achievement:

1. Increase in the per capita inccme
of the rural population in Regionc 11
and V.

in Regions I1I and V.

2. Improvement in the living condition
or the population in 49 municiralitied

rrojecet wvaluation resulic
income surveyc

izalth and lLiutrition Studies
rroduction surveys

[2]

Assumpticns for achieving gosl targets:

1, Fositive wnd continuing GOI s
Tor runicipal development

. Increaced runicipel revenues are
channeled into develorrent oriented pr
3. Local leaders tarticipate in municipal
affairs

L, Program cen rerain relatively free o
political influences.

nrort

154

Project Purpose:
To increase the accesibility of public

services rrovided by municipal governments > X ’
to the pecple living in their jurisdictionﬂloo’ooo rural inhabitants in

especially the poor.

Conditions that will indicate purpose has been
achi : End roject status.
achisved; B ool e ban dwellers

and
ion 11

Jtiliza and benefit from expand
limproved public services.

o, At least 100,000 urban dwellers and
200,000 rural inhabitants in Region V
utilize and benefit from expanded and
Frproved public service.

3. The municipal governments are in-
lcreasingly responsible for the main-
tenance of schools, health centers

Outputs:

1. Projects constructed

2. Continuing technical assistance and
training program in the areas of:

. Manicipal Finance
Municiral Administration

AV

and roads.

~IIVIER:0O and MID records

-MDD Field Monitor repor.e
~Sub=project and program evalustions
=070 A Rurel touseliold Surveys
~Mnicipal budgets and reviews
government transfers from the
budget.

~Decrees issued by HOG.

of central
Hational

Assumptions for achieving purpose:

1. Sub-projectc and the mnicipality ar
adequately managed

2. Beneficiaries use the services
rrovided by the sub-projects.

q Fiavilvav

l:. The municipal government providing
Negal aid and involved in information
[to the poor in the corrmunity.
Magnitude of Outputs:

1.2 Sub-vrojectes Constructed:

1. IIWIERNO recordc
MDD records

AID Engineering and Project Management
recoras
Cn-cicht visitc
Evaluaticns

3.
L

S

15 iarkets
9 Slaughterhouses
10 Water Systems
£ Sewzge and Drainage Svstems
8 Street =.d hoad Improvements
_€ Jthers
55 Totals
b. Sub-project comrietion rate:
1st Yr 2nd Yo 3rd Yr ULth ¥r
] 12 15 20

2. By the end of the fourth yea- the
credit fund is covering 80% of its
administrative costs.

3.a An ererage increase in municipal

year life of this project.
ities submit budgets that reflect

future activities and funding reguire-|
nments.

revenues of at least 100% over the fouf

b. At least 60 d the target rmunicipall

UNICLASSIFIED

Assumptions for achioving outputs: .
1. Lo shortage of construction skills an
raterials.

2

Sevenue generating estimates of proje
are accurate.
3. Municipality willing to accept tech-
designated Tield Z
L. MDD will be willing to hire technicalf™=f=}
advisors to work with the runcipalities.
5. Personnel of DD end ILV z
£. Continued ccoperation of GON ministrie:_q
and agencies,
7. Yunicipal leeders attend training
courses.

nical assistance and training in a
INVIEFNO remain

in the program.

8. Municimalitiac wamuact MA




AID 1020-28 (1-72) PRUJECT DESIGN SUMMARY Lite of Project:

UNCLASSTFIED From EY _T7 o Fy__81
LOGICAL FRAMEWORK i,mrg.xzqof 5 Totat U.S. Funding _53,500,000
Shas Date Prepared:__Julv 30, 1977
Project Title & Number; __Rural Municipal Development (524-0119)
NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPORTANT ASSUMPTIONS
Program or Sector Goal: The broader objective to L of Goal Achii Assumpticns for achieving goal targets:
which this project contributes:
Project Purposs: Magnitude of Outputs: Assuraptions for achieving purpose:
c. At least 80% of the target munici-
palities are using irproved zccounting
practices.
d. Muniecipal leaders Trained
1st ¥r 2nd Yr 3rd Yr Lth Yr
Seminars 238 110 715 1289
Courses 103 180 165 180
e. MDD Staff trained
T 1ist 2nd 3rd Lth
Yr Yr Yr Yr]
In-country "0 60 60 €9
gng_?_’gz;:z ezlslts 12 12 12 f'g Assumptions for achieving outputs:
f. MDD receives 46 person/months of
technical assistance.
Inputs: Implementation Target (type and quantiky)
Component One: Municipal Credit Fund AID GON MUNT. TOTAL 1. MOG/MDD accounting records
2, Admrinistrative Costs 350 (in US§OOO) 350 2. INVIERNO accounting records
b. Credit Fund 2,700 1,500 L20 4,620 2, USAID disbursement and accounting
Corponent Two: Municipal Administration and
Developrent
a. Technical Assistance
1) Municipalities 110 660 790
1)} MDD 150 150
b. Training Asnumprions for providing inputs:
1) Municipalities 360 610 ar7o 1. Availsbility of AID funds to finance
2) MDD 8o 50 130 this project
¢. Commodities 2. GON complies with counterpart agreement
1) Vehicles 80 80
2) Office Equipment 20 50 70
d. Administrative Costs 280 280
Total 3,500 3,500 420 7,420
UNCLASSIFIED



UNCLASSIFIED
ANNEX R
Page 1 of 5

ORGANIZATION CHARTS

This Annex contains the following:

1.

Organizational Structure of the Government

of Nicaragua.

Organizational Chart of the Ministry of Government,
Organizational Chart of the Municipal Development
Department - Ministry of Government.

Organizational Chart - INVIERNO

UNCLASSIFIED
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Annex R

ORGANIGRAMA DEL GOSIERNO DE NiCARAGUA
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ORGANIZATIONAL CHART
MINISTRY OF GOVERNMENT

MINISTER
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VICE~MINISTER

VICE-MINISTER OF
URBAN PLANNING

[LEGAL SECTION

CHIEF~ADMINISTRATIVE
OFFICER

1

MUN:ZCIPAL LICENSE PLATES
DEVELOPMENT ROAD SIGNALS
I ]
PUBLIC NATIONAL DRUG
MINTSTRY CAMPAIGN
[ }
BUDGETING PUBLIC RELATIONS
SECTION SECTION
| ]
MUNICIPAL MUNICIPAL
ADMINISTRATION I CORRESPONDENCE I LEASING ADMINISTRATION
SECTION STUDIES
|
MAINTENANCE TRIBUNA

PALACTO NACIONAL

MONUMENTAL

I

I

SOCIAL
REHABILITATION
CENTER

NATIONAL
FILES

NATIONAL PRESS

LA GACETA

-

]

URBAN RURAL
POLICE

NATIONAL

MUNICIPALITIE I PENAL SYSTEM

|

POLITICAL
APPOINTMENT

JUSTICES OF
THE PEACE
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ORGANIZATIONAL CHART CF MUNICIPAL DEVELOPMENT
DEPARTMENT - MINISTRY GF GOVERNMENT
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DIRECTOR
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MOG/INVIERNO IMPLEMENTING AGREEMENT

INSTITUTO DE BIENESTAR CAMPESINO
(INVIERNO)

MINISTERIO DE LA GOBERNACION

BEST AVAILABLE DOCUMENT

ANEXO N2 9

CONVENIO ENTRE EL MINISTERIO DE LA GOBERNACION

Y _EL

B )

INSTITUTO DE BIENESTAR CAMPES INO

PARA LA

EJECUCION DEL PROGRAMA DE DESARROLLO MUNICIPAL

Managua, Nicaraqua

Agoéto 1976
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o de s Clolnmncién

A"anaguo, D. N

CONVENTIO ENTRE EL MINISTERIO DE LA GOBERNACTION Y EL INSTITUTO
DE BIENESTAR CAMPESINO (INVJERNO} PARA LA EJECUCION DEL PROGRAMA
DE DESARROLLO MUNICEPAL

JOSE ANTONTO MORA ROSTRAN, en &u carfeter de Ministro de La Gobenna
eibn y KLAUS SENGELMAN, en su calidad de Presidentie del Consefo Di-
reciivo del Tnstituto de Bienestar Campesino. (INVIERNO),

CONSTIDERANDO:

1.- Que. de acuerdo con el Anto. 250 de La Constitucién Pollii-
ca, de £a Ley Creadora de Ministenios de Estado y oinras
Dependencias del Poder Ejecutivo y sus refoamas, publica-
das en"la Gaceta,"Diario Oficial No. 249 del 31 de novie*
bre de 1948 y No. 94 del 30 de abail de 1963, y con La Ley
Ongdnica def Distnito Nacional y de Municipalidades, publsi
cada en "la Gaceta", Diario Oficcal No. 64 del 19 de.abrit
de 1967, ef Ministenio de La Gobernacidn tiene a au cargo
La aprobacién de Los PLanes de Arbitnio y Pretupucszos, asft
como £a vigilancia de Las Municipalidades y La divisidn po-
LLtica Lintendepantlamental.

171, - Que confoxrme Decreto No, 20, publicado en "La Gaceta, Dia-
nio Ofdicial del 5 de mayo de 1975, INVIERNO tiene como ob-
fetivo principal, el de senvin a.La poblacibn nuhal de me-
nonred Lingresos y el de promoven el mejoramiento de su nived
de vida; ¢ Le ha sido condenida La calidad de Banco.

1711,- Que el Ministerio de La Gobeanacidn e INVIERND LLevanén a
cabo, conjuntamente,, un programa de desarnolLlo municipal en-
caminado a que Las principales ciudades y cabceceras munici-
pales del drea aunal, ofrezcan mayores incentivos de progne-
0 que ¢ traduzean cn bicnestan colective de La poblacibn;
g para tal fin INVIERNC ha creado dentro de su organizacidn,

an Pepantamenio de Pesarnollo Nunicipal; debiendo también
UNCLASSTFIED
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Convendo 2~

el Mindistenio de La Gobernacifn chear dentro del propio

Ministenio un Depantamento de Desarnollo Yy Asesonia Muni-

cipal, ambos con el propbsito de prestar asisteneia L€ceni-

ca y crediticia a Las Municipalidades, asi como efectuan
estudios de su admindistracién, Legislacibn y oitras mateaias
nelacionadas con Las Municipalidades.

Que para el desarnollo de cste prcgrama, ef Gobicano de La

Repidblica susenibis un contrato de préstamo con La Agencia

Intennacional de Vesannollo (AID), para financian una parte

def costo; y de acuerdo con La clAusula 3.07 (c) de dicho

contrato de prlstamo 8¢ establece La necesidad deo suscri-
bin un convento entre el Ministenio de La Gobernacidn e IN-

VILRNO.

Ln razén a Las consideracienes antenioses, 8¢ conviene en

suscndibin el presente Convenio entre el Ministerio de La Go-

bernacibn y el Tnstituto de Bienestan Campesino (INVIERNO},
sufeto a Las siguientes bases:

OBJLTIVAS:

EL Convendo tendad Los sigudentcs objetivos:

a) MHantenen una estrecha colaboracién y coorndinacidén entre
el Ningstendo de La Gobernaci6n e INVIERNO, con el §4in
de complementan sus actividades, para evitorn duplicidad
de csfucnzos y conglictos cntre Las pantes;

b) Encauzar Los esfucrzos necesanios pand La healizacién
del programa de desannollo municipal; y

¢) Establecer Los mecanismos de coondinacidn Lnrer-agencea-
Les que requiena £a efceucddn del prcacite Convendo.

ABHIRISTRECLON:
e Mindstne de £a Cobennacidn y el Presidente Jdok Consejo Dincetivo
de TRVIURID sendn Los nesponsables de fa adwinisdiacdén y efccucddn del

pregenie Convendo, pudiendo delegan dicha nesponsabilidad en funciona-
UNCLASSIFIED
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Convendo 3-
aios de sus respectivas dependencias, que estimaren convendientes.

MINISTERIO DE LA GOBERNACTION

EL Departamento de Desarrollo y Asesonia Mundicipal def Ministerio de La
Gobeanacibn, tendnd Las siguientes funciones y obligaciones:

1] Hacer estudios socio-econémicos y, furldicos conducentes
al Hejoromiento y ampfiacibn de La gestion municipal, con
Las necomendaciones a Las autoridades gubernamentales
corncspondientes;

2) Fommulan estudios sobre Las caractenfsticas y problemas
de £as Municipalidades, con minas a .deteaminan 84 La di-
visibn politica def pais, a nivel municipal, es adecua-
da para el desarrollo de esas Municipalidades;

5} TInvestigan Las posibilfidades de asistencia téenica que
ef Gobienno pueda poner a dispesicibn de Las Hunicipali-
dades; y fonmulan Las bases de un sistema coordinade
de ascsonta y apoyo téenico;

4) Ufaborar y desannollax plaies de capacitacidén para Los
funcionarios munieipales, tendientes a mejoran La conduc-
cibn adninistrativa de sus municipios;

5) [Cetablecen senvicios de consultonfa a Las munielpalidades;

6) Capacitan al elen :nto humano Ligado al funcionamiento del
Gobierno focal, en aquellas mateaias que peamdiian mejoran
La funcitn administiativa de Los muniedplod;

7] Asesonan a £as municipalidades en La contratacidn de ase-
sdoncs, fLirmas ete., pana La elaboracidn de' estudios, o-
bras ete., y otnas actividades nclacionadas con el Desa-
tnollo Munieipat;

§1  Promoven y wmotivan , £a coovenacddn Lnteamundelpal;

7}  Coordinanse con Las odnas autonidadcs nelacionadas con

el desannollo neqional y municipal;
UNCLASSIFIED
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la nealizacdién de Los estudios téenicos, econdmicos y
junidicos para el desarnollo de Los Municipiod;
Preparan el matenial diddetico para Los cunsos, chaxr-
Las, conferencias, seminarios ele., que serd preciso
dietar como parte del plan He enirenamiento a funcio-
narios y empleados de La administracidn plblica a ni-
vel de Gobiernos Locafes; ¢

Tenen en cuenta prionitandiamente al aproban Los Pre-
dupuet £os de Los Mundicipios Las oblLigaciones que €8tos
pudicran Lener con INVIERNO, especiafmente en Lo nela-
2ivo ab pago de Las ampntizaciones mds i{ntercses de

Los présiamos que se Les hubieran concedido.

INVIERNO

INVIERNO tendnd Las sdiguicntes funciones y obligaciones:

1)

2)

3)

4)

Openan el Programa, en su primera eiapa, en 'Las Regio-
nes 11 y V prinedpalmente, y postenionmente £n oxterdi€n-
dofo af nesto del pals;

Administhan un fondo de cabdito e inversiones, pan
proyectos municipales de desarnollo;

Mantener informado al Ministenio de La Gobeanacién de
todo Lo que observe en aclacibn con el esiado de Las in-
versioned financiadas;

Someten a La consdidenacidn del Ministenio de La Gobeana-
eibn Las necomendaciones y conclusiones de Los estudios
de factibilidades bancanias, nelacionados cod Los Mune-
ciplos; o

Lesolven sobrc Las solicitudes de prlstamos que hhagan
Lod wundicépios con La aprobacibn del Ministenio' de Ca
GobennaciGn,

n ningdn caso INVILRNQ trhamitans aolicd-

tudes de Municipios, que ne hayan aido presentadas al

Hindatendo de La Gobenpacidn u obtonida

fa aprobac idn
UNCLASSIFIED
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Convendio 5-
de dicho Mindisterio,

HINISTERIO DE LA GOGERNACION E INVIERNO

EL Ministenio de 2a Gobeanacibn ¢ INVIERNO Lendndn Las siguientes gun-

cLones y obligaciones conjuntas:
1) tfabonar estudios sdocio~econfmicos que peamitan Lidenti-
f<car a Los Hunieipios con caraclerisiicas para sen Po-
Los de Desannollo;

2) Recomendan Las paionidades de asighacifn de L0s necux-
408 nacionales o internacionales que puedan encarganrse
at Programa pana el Logro de sus objetivos;

3) Hacer estudios de cada Municipio para Ldentifican Los

principales problLemas que obstaculizan su desarrollo,
a in de que el Ministro de fa Gobernacibn tome Las
med{das necesarias para nesolventos;

4) Thvestigan Los necunsos actuales y poienediales. y su po-
sLble explotacibn, en cada mundiedpio, con minas q eZa-
borar plancs de desarnolfo regional;

5) Esfudian Las necesidades bdsicas de asistencia Léenica
Yy f4inancieno de cada municdipio, jernarquizantas Yy ofre-
cenlas a Los municipios, de acuendo a Los procedimien-
tos cszablecidos en aquetlas dneas que se determinen como
neccsarias pana cl desarnollo nmundfedpal;

6) Promover una mayon participacion de Las comunddades . en
geneaal, en el desarnollo de Las mismas; y

7) Velar pon el buen uso de Los cnr€ditos concedidos. e

EsTn B A G LY AR oo AT Ay SEIRE a Los municipios.

f€ de todo Lo anteaion, ginmamos of prcsente Convendo, en tres

Landos de un wésmo Lenwon, en La eiudad de Hduagua, Distnito Nacional
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d) Orentar, cuvido fuare dal caso, al Ministro da la Gobemactén,

sobic a3 solleitudes da asfstonsia téenica y/o financiom que las
putdridades de los Municiplos comatan a la c:ca'tsidemcién dol -

Lepariam ento de Dezarcollo Municipal d2 dicin Ministordo,

Manugua, Dictrito Nocional, 21 de Mayo da 1976, -

N e T Yy
//fi‘~ )\)\/\ -~-—-——Ji //%//// 6%
R (i Yah BrORTA (Rars ZRCR: l:./* 20 jf’f\{ SALTS &
\. ‘inintro da la CALermiacion It n.:..'u—,éu ~octor d¥ 1a

2 4 Dircczidy e ‘Nacional da P}":niric.ac.né"i
N o o S
:.‘;'.'...-!'.. :'.' Cevaile "_"'.‘-— ted '-"‘:;'l:.'"’ o e Tl PARA, / ('? P\{ rl f ‘:'--r----.
LR 6 A P i s . oA TR GUSToS Y ..'f.: G """"LI S
Frasizslzrie del Conszio Sinsetivo dzl M |;at1 0 u“‘ lacichda y

.
R I (B oA

Minticro do Fese

ar Carensind . (.A\..dlLO Plulico ¢
4y t'_::yn-;!: ria S

G2
f/ -

L—" 7 e )
&/,, o2 —m—/w Y/ e

A BN , { .J'W\ Jntima) (U.T' .VCJ COMEZ CASCO
N.hn..-u".'l o Salud Foblica Cereinte Geinzmd da INVIERKNO

HIERORILHED Fagpy
AVAILABIE gy




BEST AVAILABLE DOCUMENT &=

MUNICIPAL DEVELOPMENT DEPARTMENT STAFFING PATTERN
(AuguSt 11, 1977)
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Bi-lingual secretary
2 Drivers
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Legal Assistant
Secretary
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3 Fconomist (Chief plus two assistants)
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Avsistant
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Technical Assistance Division
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