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PART I - 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 Nicaraguc (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 Strafegy. 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 (INVIERNO). As a 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.I.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 rotating
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 urban 
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. I. D. loan and GON counterpart resources will be allocated ap
proximately as follows.: 

(in U.S.$.000) 

Uses of 	Funds A.I.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 
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A.I.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 6,'% 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 thcir lives and, in some cases, increase 
their real incomes (e.g., a.jrkets, 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 to 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.I.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 Goveriment, 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.I.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 section 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 to insure they have an equitable and beneficial impact upon the 
municipalities. 
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3. F6got Bohorquez 
4. Chester Guevara 
5. Oscar Cano 
6. Donald Baca 

USAID Project Committee 

1. David Jickling 
2. Owen Lustig 
3. Aaron Benjamin 
4. Paul Wilson 
5. James Ito 
6. Betty Facey 

INVIERNO 
INVIERNO 
Ministry of Government 
Ministry of Government 
Ministry of Government 
Ministry of Government 

Project Manager, DVP 
RDD 
HUD 
CAP 
CONT 
ENG 

UNCLASSIFIED
 



UNCLASSIFIED
 

- vi -

Project Consultants 

1. Richard Layton ROCAP 
2. Ramiro Eduardo ROCAP 
3. Loc Eckersley ROCAP 
4. Elias Hill ROCAP 
5. Doyle Casey USAID/Panama 
6. William Feldman AID/W
7. Tom McKee Poynor International 
8. Darean Day AID/W
9. Harry Carr Checchi Corporation

10. William Burras AITEC 

USAID Reviewing Officers 

1. Arthur W. Mudge Director 

2. Paul N. Wenger CAP 

Approved by: Arthur W. Mudge, Director 

UNCLASSIFIED
 



UNCLASSIFIED
 

PART II - PROJECT BACKGROUND 

A. Integrated Rural Development Strategy 

Since the completion of the Nicaraguan Agriculture Sector Assessment, it hasbecome increasingly clear that development of the agriculture sector, which is a basicgoal of the GON's development strategy, is a function of a longer, infinitely morecomplex process of rural development. Vast potential for agricultural development
exists in Nicaragua. An agricultural frontier on the Atlantic Coast covering an areaof 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 throughmore modern cultivation practices. However, converting this potential into a devel
oped agricultural sector requires more than a focus on farm land; it also requires largerand 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 services and through increasing the participation of rural inhabitants in decisions which affect their well being." In a larger sense, therefore, the GON's Integrated Rural Development 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,
proved health and nutrition, increased participation in public affairs, 

im
better clothingand more udequate shelter, as well as in terms of additional production, higher yields,increased farm incomes, more foreign exchange earnings, and larger contributions of

the agricultural sector to the total economy. 

1. Framework of theStrategy. Three intrinsic constraints conditionedthe 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 alsohas the lowest population to land ratio (33 per square mile). The second constraint iseconomic. The financial resources required to reach massive members of rural poorover widely dispersed areas are distinctly limited. Finally, and most importantly, isthe 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 complexity 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 II 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 talent 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. As a 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 heretofor contained the right mix of properties needed to reach 
the rural poor. Its short suit has been in planning, a facility urgently needed to 
develop studies, prepare project design and evaluate rural development programs.
The Ministry proceeded, 1,ernfore, to strengthen its planning capabilities with the

formation of DIPSA and to create new autonomous "Institutes" to carry on its oper
ational responsibilities with greuter independence and flexibility.
 

The Institute of Campesino Welfare (IN'V!FRINO) was the first of the
 
new operationol entities crccled 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. Its 
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
V and I. Thus, it employed and trained a cadre of Agriculturr Generalists called 
(AGROMOCS) to enter rural communities and form or activate. community ugricul
tural committees or juntas comunali:. The -:ommittees, in turn, brought together 
poor farmers into groups to participate in discussions of their needs and in quick suc
cession 1,1o take part in programs arranged by INVIERNO, e.g., adult education pro
grams in agricultural practices and 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 Rurc'! Municipal Development component is in the early stages of 
implementation, whr.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 program, which was designed to

begin implementation during the second and third years of the program in Regions V
and II. The purpose of this program is to extend, improve and integrate health serv
ices for the rural poor. The MOH, 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 rural community development to assure 
that benefits of the health program are efficiently and effectively delivered to the 
rural areas. 

A follow-c.. -ontribution 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 to 
target communities. This program will work with and through the health committees 
to develop capabilities at the community level 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 II, this program will strengthen
existing schools, develop more relevant curricula, teaching and learning materials 
for adolescent and primary school systems and or,anize 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,' - 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 ceiers 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 to 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 rentals transacted by the rural
constituents. It 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 wil: be 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 expanded 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 orgcnize its withdrawal from some of the target areas in Regions V 
and II. 

4. Replication. There are no certain fail safe mechanisms to insure the 
success of these efforts. Frequent evaluation and many tactical corrections are foreseen
ir 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 local government 
provided for the division of Nicaragua into nine (9) basic local government jurisdictions. 
The intendente represented 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, C secretary, a representative, 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 Nicaragua orovided 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 activities 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 municipaTities were 
often made by popular 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. Current 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 Estad-stico, 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 municipalijies with 8% of the population 
have less than that amount. Two of the municipalities (Managuaand 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, cacerros and valles. Each 
division is headed by a political official. In the departmentit is the governor; in 
the municipal center, the mayor; in the comarca, the judge and sheriff and in 
the caserros and valles, the assistant sherdff. Only the mayors are elected, with the 
governors, judges a-sherffs 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, a trustee (sindico) and a 
treasurer. They are all elected by popular vote for a three year perioTo.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 memberof 
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 afTfunicipal 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) 	 Prepare and revise the municipal tax ordinance 
(plan de arbitrios). 

2) Prepare the annual budget for ordinary and extraordinary 
expenditures. 

3) Organize the necessary staff to carry out local ad
ministration. 

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

5) Provide essential public services. 

6) Expropriate land when necessary for public purposes. 

7) Authorize contracts for local public works and public 
services.
 

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

9) Maintain fire equipment. 

10) Provide for the general improvements of the local 
area. 

Additionally, a revision of the Municipal !w has been proposed (See
Section IV, 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 government 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 (Tribune! 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 th . 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 (iNALUF), 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 turn, prevent the municipality from developing

the administrative systems and attracting qualified personnel who could develop the
 
projects and public services ne 'ed 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.
 

o. Basic Social Services. The assessment carried out
by the Ministry of Government and INVIERNO in October,1976 revealed that both 
Regions V and II 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 II) 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 hospital 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 II 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 rmjority 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 electricity either from the national system

(ENALUF) or from municipal or private electric plants. The ENALUF system reaches
 
more municipalities in Region II 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 II and V also indicated 
that the quality and coverage of municipal services varied in direct relation to the size 
of the municipal bodgets in each case. In general, only the major municipalities
provided services to over 70% 3f 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 minicipal 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 timewhich 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. Industries,
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 commercial sales and limited agricultural marketing opportunities. Municipal markets
 are found more frequently in Region II 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 II have budgets of under C$300,000 (US$42,000). Only the departmental capitals have budgets of over C$1,000,000 (US$140,000). In the past three
 
years the municipalities in Region II 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. 
 Thebudgets of the smaller municipalities have grown at a faster rate than the larger municipalities, 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 ull municipal revenues collected in the
country. 
 Public services and licenses are other important sources of municipal income. 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 orinternational sources have not been extensively used for the financing of municipalpublic works. Only the larger municipalities are able to meet the stringent conditions
levied by these institutions on municipal borrowing. If credit were available on favorable 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 andin 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 ofdate and do not realize current revenue potentials in the municipalities. These ordinances often include fixed rates and revenue procedures which unnecessarily complicate collection tasks. Other taxes are difficult to control and certain 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. 
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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-nicipalities in Regions i 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 balances due 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-tFesindico. 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 servicebut 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 periodicvisits 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 municipal
administration havebeen especially noticeable and often criticized.
 

b) Project Development. Most municipalities have hadno experience in developing public works type projects on their own, save
the most simple type of self-help construction. In most casesrpublic works have
been developed and constructed by agencies of the central government. 

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

Do 
 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 SectorAssessment and was subsequently articulated in the Rural Development Strategy Sincethen, the GON has undertaken an Urban-Ragional Sector Assessment. Although theUrban-Regional Assessment has not yet been released, the Mission has been apprised ofthe principal findings and recommendations. Two of the three major recommendationscontained in the Urban-Regional Assessment strongly support the rural municipal
development approach outlined in the Rural Development Strategy. 
 The third recommendation suggests that the Minicipal Development Strategy should in the near
future evolve into a broader based regional and inter-regional strategy affectingthe urban populations in the medium and larger cities. In summary, it seemsapparent 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 ofthis project is to enabTe the rural municipalities in Regions V and II to increase theaccessibility of the poor, especially the rural poor, to the flow of goods andservices required to improve the quality of life in the rural areas. Stated in another 
way, the rural municipalities shouldover a period of years, take on thecharacteristics of rational government in microcosm, with a direr.'" and indirectrole 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 rather that they

will begin to work together in a partnership born of mutual respect, strength and
 
concern to solve the major problems of rhei- citizens. It means that the municipality

will pay more attention to the development of vll its area and all its people. It means
that the central government will pay more attention to the municipalities. Specifically,
it means that the GON will implement a strategy for uJsing 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 deveopment problems - demands which central 
government agencies working out of thc 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, trickle 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 recommendations 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 boththe rural and urban populations in their areas should be supported. These recom
mendations are close parallels to those made in the Agricultural 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 II 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 
Municipal Population 

Number of 
Municipalities Population 

% of Total 
Pop. in Region II & V 

0-5,000 
5-10,000 

10-20,000 
20-40,000 
40-100,000 
Over 100, 000* 

13 
11 
14 
6 
5 
0 

36, 832 
80,777 

183, 095 
166,557 
307,922 

0 

5% 
10% 
24% 
21% 
40,% 

0% 

49 775,183 100% 

The cabeceras municipales or municipal centers are the focal points of a major portion of the credit, technical assistance and training programmed in thisproject. However, every effort will be made to encourage participation by the
smaller communities within the municipality since they will, in anyevent benefit
from improved services and greater facilities in the eabeceras. The following
represents a breakdown of the population in the municipal centers in Regions 11 
and V. 

Range of Population in 
Municipal Centers* No. of Municipalities 

0-5, 000 36 
5-10,000 6 

10-20, 000 3 
20-40,000 2 
Over 40, 000 2 

Excluding Managua. 
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4. Secondary Urban Centers. A complementary approach to strength
ening the urban centers as they relate to rural development is the Secondary Urban
Centers project. This effort will address the recommendation to develop regionalcenters. Tentatively, this project will finance (1) secondary water and sewer linesand home hook ups, (2) home improvement activities and (3) private sector agro
industry and small business investments. It will build on the organizational andinfrastructure base that will be developed under the Rural Municipal Developmenr
project and will use the technical assistance and training experience gained by theMOG in upgrading the administration of Secondary Urban Centers. The GON andA. I. D. feel that these two projects are complementary and represent an effective
approach for addressing problems and potential of the municipalities. Both the propnsed 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 wouldrespond to the third recommendation of the Urb'in Assessment which is to expand and
strengthen intra- and inter-regional economic linkages. This recommendation coincides 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 fromcatastrophic destruction such as that occurring in the earthquake of 1972. Inaddition, this strategy should help to distribute more equitably resources outside ofManagua, thereby promoting regional growth throughout the country. The decentralization strategy would not be an uncontrolled attempt to disperse activities all 
over the country. The Managua area will continue to be the prime location formajor industrial investment and economic activity. Nevertheless, this effort willbe 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 projectswill make the urban centers and rural areas better places to live and work. Moreover,
improved urban and rural municipal administration and better efficiency in the ruralto urban linkages are essential steps in the decentralization of both the public and 
private sectors. 
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E. Previous A. I.D. Experience. Assistance to Municipal Development
Institutes (MDI) has been 
an important ingredient in A oi.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 I (524-T-031). 

1. Checchi Evaluation Municipal Development Programs. Between1969 and 1974,A.I.D. lent $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.I.D. financed an evaluation by Checchi and Company of MDI
programs that have received A.I.D. support and financing.* Focusing on Costa Ricathe

Dominican Republic, 
 Guatemala and Venezuela, the evaluation determined that
the A. I. D. financed programs met the broad, 
 general objectives set down in the
individual project strategy statements. A. I.D. supported projects channeled resources
to small towns and secondary cities with the resulting effect of redistibuting
national revenues and development resources. These efforts have also created 
an increasing awareness of the relationship of local government to rural development
and strengthened the management ability of municipal governments. 

The Checchi Evaluation did critize some aspects of the municipal developmentprograms, however. One major criticism was that too much attention was given to thebanking aspect of municipal development to the detriment of the institutional needs ofthe MDIs 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.I.D. programs have the traditional or verticalview of the municipality. The majority of all project activities have focused on the centralplace (urban area),and little attention has been given to the surrounding rural area.Sub-projects have been in the areas of sewerage, 
etc. 

markets, watel systems, street lighting,In a more horizontal view, the municipality would extend its role directly andindirectly 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.I.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 previouslyunassisted communities with basic urban services and facilities. In addition, steps arebeing 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 themunicipalities. 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 rural 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 assess because the MDI has lacked a viable
 
evaluation capability.
 

The results of the Checchi Evaluation have been analyzed thoroughly by GONofficials.kCopies 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 into each sub-project.
The two components of this program are linked in such a fashion that it will be difficultfor 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 trainingprogram, 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 themunicipalities and help the municipalities obtain funding for infrastructure improvements
from governmental sources and private banks. A.I.D. assistance was limited to one,
long-term technical advisor over the life of the project. Because of the elementary levelof 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 MunicipalAssociation (NMA) in 1966. The goal of the NMA was to provide a central organizationwhich would (1) provide guidance in improving municipal legislation; (2) makeinformation and training materials available to the municipalities; and (3) conductinvestigations of problems affecting the majority of the municipalities. The A. I.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 Municipal 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 beputting 0.25% of their revenues into 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 moneyhas been collected over a four year period. The secretary of the NMA uses themoney to pay dues to international organizations such as the Inter-American Municipal
Organization (OICI). 

Only minimal improvements in municipal administration and financial viabilitywere made during the four year life of the A.I.D. project. The project had itsgreatest impact in the National District (Managua) where there were notable improvementsin the administration and operation of public work functions. Because the municipaldevelopment responsibility was not adequately institutionalized in a governmental agency,the work of the A. I . 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 wasformulated during the design process for the Rural Development Sector Loan I (RDSL I)in 1974-75. (RDSL I financed the reorganization of the public agricultural sector and 
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the establishment of INVIERNO.) At the some 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.I.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 clarifiwd the responsibilities of the two agencies (Annex
I). 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 II
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 
21 professionals to its staff. The organizational structure and staffing pattern of the 
MDD are shown in Appendix Rand U, respectively. 
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b. Pogram 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) hove 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 
staffed 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 
administrations 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 approval process: municipal market - Matiguas, street improvement - Ciudad 
Darro 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 [he 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 I presents the 
disbursements and obligations under the Municipal Development component of 
RDSL I 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. 

(a) Municipal Development Specialist. 
A U. S. contractor will make four trips to Nicaragua over a four month period 
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of time to advise the MDD on their efforts to (a) 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) Municipal 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 and 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 IFAM, will be contracted to work with the

Technical 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) Training. 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 Directorand 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 costof 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 bespent by December. The MDD will acquire three additional vehicles for its 
program and complete the remodeling and equipping of its central offices. 

4) Credit. The credit component of this projectwill 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 a 
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total value of $435,000. These will be funded using RDSL I 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 I 

Obligation Projections 

Rural Municipal Development Component - A.I.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.I.D. funded and GON counterpart 
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PART III - PROJECT DESCRIPTION 

A. Goal and Purposes 

1. Project Goal 

The overall goal of the GON/A.I.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.I/ 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 local 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 Managuq 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. 

I/ Urban isdefined in Nicaragua as localities with a population of 1,000 or more. 
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At the present time, most municipalities in Regions II 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 to 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 and trainirg.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 II 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 as the financial institution. The Municipal Loan Department within 
INVIERNO manages the day-to-day operations of the fund. Its primary responsibilities 
are to analyze the financial feasibility of the proposed sub-projects, assist in the
preparation of financial plans and 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 a 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 II) and the Central 
Interior (Region V). Efforts 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 
municipalities). 

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 accepted 
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loan criteria and the capacity of the institutions to implement this program over four 
years, 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 
an 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 group;. 

1) Market and Market Improvements, 15-Sub-Projecks,$1.5 million. Public markets are of direct benefit to the poorer population of Nicaragua,
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 "iddleman" costs of

private commercial retailing channels (e.g., pulperras). By grouping vendors of

foods and other essentials together, 
 the market also increases 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 a positive health impact 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 direct sellers, to receive all of the benefits derived from the same, rather 
than having a separate 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 at the local 
market level. 

On the social scale, municipal markets are the traditional placesfor 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, commercial stores. 
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Thus, by their nature, public municipal markets particularly serve those at the lower 
end of the social-economic ladder. 

2) Slaughterhouses and Slaughterhouse Improvements,
Sub-Projects, $300,000. Municipal slaughterlouses are similarly oriented toward 
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 middlemanata 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 improve 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-projecf interventions can generate valuable employment during
the construction stage and in the operation and maintenance of the system; improve
sanitary 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 turq 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 streetimprovement 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. Pam:lstreets also improve drainage and facilitate accessibility 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 ofspoilage 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 identified 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 thisprogram without prior approval from A.I.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, slaughterhouses) 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. Repayment Period. Repayment and grace periods will bedetermined 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 butalso in light of the findings of a municipal analysis. The analysis forms part of theloan application and lays out an administrative improvement plan for the municipality.The sub-proj ect loan agreements with the municipality specify that the municipal government formally agree to an appropriate technical ,.,sistance 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 cooperation of the MDD and other government agencies, establishes the procedures for supervising and inspecting the financed projects to insure that they are properly built andput into operation. Section V. discusses this aspect of the program in more detail.B. 

h. Municipal Counterpart. The municipalities will finance atleast 10% of the total projects' cost in the form of cash or in-kind resources. In somecases, the central government may make direct transfers of funds to the municipalityto assist in covering the financial burden of a specific project. For example, SanSebastian 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 wa-er system. 
 With a guarantee from the central governmentthe municipality will loan finance the total cost of the project and on an annual basis fundswill be transferred directly from central government coffers to the municipality toenable it to make interest and principal payments. This money will be placed in themunicipal budget and will be in the form of a grant. This transfer will be made withpublic works projects and not those of the self-financing variety. 

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

2. Inputs and Budget 

Inputs to the first component of this project will be financed frombudgetary allocations from the GON to INVIERNO and from A.I.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 opernting 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.I.D. Inputs. The A.1.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 Ljdget 
for this component is as follows: 

Source of Funds 
(In US$) 

Uses of Funds A.I.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. 

a. Outputs. The GON and A.1.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 isa continuing loan system to fund essential public services provided by the localmunicipal governments. Expanded municipal services will have taken place in
Regions II 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. 

1. Introduction. 

An important requirement under this program is the improvement of localgovernment administration and an increase in the municipal financial base. Municipalities
have been a long neglected element of the Nicaraguan government structure; and as aresult, the human capability at the local level is less than desirable. The GON is committed 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 budgetaryaffairs of the municipalities. As an extension of this responsibility, the MOG is developinga program that provides local municipal governments with appropriate technical assistance
and training. The programs of the Municipal Development Department have as their majorobjective 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: 

(2) 

(1) updating and revising municipal legislation at the national level,updating and revising municipal tax codes and developing mechanisms to insure
their effective and equitable enforcement, 
 and (3) assisting the municipality inproviding legal aid and information to the poorest segments of the municipality. National legislation dealing with municipal affairs includes a number of laws and decreeswhich are not cataloged and for all practical purposes inaccessible to local municipalcouncils. A compilation of municipal legislation will be accomplished as a conditionprecedent 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 ofcases 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 updating 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 tlhese 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 government, of an omsbudsman 
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 addition 
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 assistance program is designed to reinforce the evolving GON strategy 
of getting the municipal government increasingly involved in the decisions and activities 
which impact upon constituencies. 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 asbistcnce 
which will help the poor. Thus, the central government is encouraging the municipalities 
not only to take advantage of the opportunity for more popular participation but also 
to become more aggressively 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 participation of larger members of ptople 
in local decision--mang. 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 and 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. It 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 
target municipalities are managed in a very rudimentary fashion, which limits 
their ability 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-date 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 
plcnned and 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 and effectively. 

4) Personnel management, office management, 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 cooperative 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. Potential 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-proje.
activity is also a cooperative effort between the municipality and the technical 
advisors. 
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The delivery mechanism for the majority of this technical assistance isthe field monitor system. Field monitors, with relevant academic backgrounds andmunicipal training, cre assigned to a regional office. One will be located in Estelror Matagalpa (Region V), * and the other will serve Region II and operate out ofthe Managua office. Each monitor will be assigned to specific municipalities and willbe responsible for activities carried out in those communities. The monitors will dependupon 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. Training 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. Trainingactivities will be directed toward the representatives of the municipal councils, municipalemployees and other interested community leaders. 

Training ",ill be focused in two primary areas: orientation and basic skillsand knowledge. Orientation training will be given to elected municipal officials andstaffs, community leaders, central government leaders and staff of GON agencies dealingwith 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 andknowledge training will focus on those medium and sitall municipalities who lackfunds to hire full-time accountants, office managers, etc. and for whom the lackof basic accounting, managerial and secretarial skills wreaks havoc on the day-today financial and administrative affairs of the municipality. 

The following is an illustrative list of the types of training that will beoffered under this program: 

To be established in early 1978. 
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Orientation Basic Ski I Is 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 II 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 Assistanre Division, which 
will be identidying training needs in the municipalities through the field 
monitors. 

The Training Division, working with specially contracted technical advisors, will 
develop relevant 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. 

TheTraining Division will contract with local educational institutions (e.g.,
Agricultural Education Center, Polytechnical University) or Iocal/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 municipal 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 ofthe project, the GON has estimated its counterpart for this component to beapproximately $1.65 million. In addition, the ongoing costs of $511,000 peryear after project completion will be met by the GON. A more detailedbreakdown of counterpart costs is presented in Section IV. A. 1. 

b. A.I.D. Inputs. 

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

(a) 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 a short-term basis to assista municipality with a particular problem. Although a majority of these situationswill involve sub-project feasibility studies, urban planning, cadastermanagement and local tax codes are additional areas which will requireexpert 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 I funds. This generalist will advise the MDD on general
strategy and the day-to-day administration of the program. 
 Special attentionwill be focused on evaluation, coordination between operciting agencies,
management systems and reporting. 

(c) Training Advisor (6 person/months, $36, 000).This position is also a continuation of the training advisor funded underRDSL I. Since the training of municipal leaders is a key activity in thisproject, the Training Division will need periodic support from experts inthe field of informal training. This individual will concentrate his/her activitieson curriculum development, curriculum evaluation, training methods (i.e.,seminars, workshops, roundtable discussions) and the production of didactic 
materials. 
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2) Training. The A.I.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 - 6 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 ,,iown in Annex KA.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 . D. financing is terminated. Annual training costs after the life of the
 
project are estimated at $200,000.
 

A.I.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 greats.
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: 

(a) Short courses and !eminars in foreign countries (15
person/months, $45,000). IBAM in Brazil and AVECI and FUNDACOMUN in Venezuela
offer periodic courses and seminars on topics relaied 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 contining 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.I.D. will finance the purchase of
vehicles to assist the MDD, and especia-ly the field monitors, in reaching the 
municipalities with technical assistance. It i4 estimated that 10 four-wheel drive 
vehicles will he purchased for the MDD at a cost of $80,000. In addition, 
the A.I .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 estimcted 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.I.D. GON TOTAL 

Technical Assistance 
Training 
Commodities 

260,000 
440,000 
100,000 

660,000 
660,000 
50,000 

920,000 
1,100,000 

150,000 
Administrative Costs ... _- 280,000 280,000 

TOTA L 800,000 1,650,000 2,450,000 

5. Outputs and End of Component Status. 

a. Outputs. The GON and A.I.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 municipulit es using revised budget systems.
 

4) Target municipalities using improved accounting practices.
 

5) Municipal officials an. 
 leaders traineJ. 

b. End of Component Status. The end of component status isthe improvement in the financial and administrative capacity of municipal governments tomeet the public service needs of their aonstituency In addition, the municipal governmentswill be taking a greater responsibility in the maintenance of schools, health centersand roads and provide legal information to the lower income groups. 

UNCLASSIFIED
 



UNCLASSIFIED
 

- 46 -

PART IV - PROJECT ANALYSIS 

A. Financial Plan and Analysis 

1. Financial Summary. The proposed $3.5 million loan will
include a 10-year grace perio 
 at 2% interest and a 2 0-year repayment term at
3%. The A.I.D. Loan will be augmented by $3.5 million in GONcounterpart funding, bringing the project total to $7.0 million. The municipalitieswill contribute approximately 10% of total sub-project costs. This figure is notincluded as official GON counterpart, but rather as part of Nicaragua's totalcontribution. The A.I.D. funds will be lent to the GON who in turn will grantthem to the MOG and INVIERNO. (See Economic Analysis Section for a discussionof the GON's debt servicing capacity). The credit funds will be relent to themunicipalities at interest rates of 8 and 14 percent. for periods ranging up to 20 years. INVIERNO's credit policy also includes variable grace periods depending
on the type of project to be financed and the present asid potential 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 Nicaraguancounterpart A.I .D. will be financing 47% of total project costs. The GON willalso be financing 47% with the municipal contribution calculated at 6%. When themunicipal contribution is not taken into consideratirkn, total project costs will be
evenly divided between A.I .D. and the GON. 

Table 3 illustrates the relative annual project contributions required byA.I.D. and the Government of Nicaragua. This relationship of A.I.D. and the GONinputs 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 elementsas a function of the input activities which contribute towards their generation. Untilinputs have been allocated to each output activity so that output budgeting and costdata can be controlled, accumulated and evaluated for project implementation and 
monitoring purposes. 

Based upon GON-A 1.D. estimates and previous experience, it has beendetermined that four years is a reasonable period in which to implement a programof this complexity and 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.I.D. GON MUNIC. TOTAL 
$ cT -


Component One, Municipal 
Credit Fund 

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

Component Two, Municipal 
Development & Administration 

a. Technical Assistance 

1. To Municipalities 110 660 7702. To MDD 150 150 

b. Training
 

1. For Municipalities 360 610 9702. For MDD 63 17 50 130 

c. Commodities 

1. Vehicles 
 80 

2. Office Equipment 80

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 

Loan Component US$ 

First Year 
A. I. D. 

C6rdobas Total 
GON 

US$ 

SCHEDULE OF PROJECT DISBURSEMENTS 

Second Year Third Year 
A.I.D. GON A.I.D. 
C6rdobas Total - US$ C6rdobos Total 

GON 
US$ 

Fourth Year 
A. I. D. 
C6rdobas Total 

GON " 
US$ 

Total 
.I.D. 

C6rdoasT 
G 

No. Description 

1. Municipal Credit Fund 
a. Operating Costs 

b. Credit Fund 

2. Municipal Development 
and Administration 

50 50 

100 

200 660 660 

100 

350 960 960 

100 

450 1,030 1,030 

50 

500 2,700 2,700 

350 

1,500 

a. Technical Assistance 

1) Municipalities 
2) DDM 

b. Training 

1) Municipalities 

2) DDM 

c. Materials 
1) Vehicles 
2) Office Equipment 

d. Administrative Costs 

TOTALS 

20 

15 

35 

70 

50 

2 

5 

107 

20 

50 

17 

35 
5 

177 

125 

116 

5 

10 

53 

609 

30 
90 

16 

25 

161 

70 

5 

5 

740 

30 
90 

70 

21 

25 
5 

.901 

145 

134 

15 

10 

62 

816 

30 
60 

16 

20 

126 

100 

5 

5 

1,070 

30 
60 

100 

21 

20 
5 

1,196 

185 

171 

15 

15 

78 

1,014 

30 

16 

46 

140 

5 

5 

1,180 

30 205 

140 18., 

21 15 

5 15 

87 

1,226e1,061 

110 
150 

A 

80 

403 

360 

17 

20 

3,097 

110 
!50 

360 

80 

80 
20 

3,500 

660 

610 

50 

50 

280 

3,500 
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TABLE 4 

INPUT/OUTPUT TABLE 
(In US$000) 

INPUT/OUTPUT 
Municipal 
Credit Fund 

Municipal Institutional 
Development 

MDD Institutional 
Development Total 

A.I.D. GO.J A.I.D. GON A.I.D. GON A.I.D. GON 

1. Credit 2,700 1,500 2,700 1;500 

2. Technical Assistance - - 110 66.0 150 260 660 

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 II 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 II 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 collec.. d
 
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 27.7% orwere $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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:O:AL ,E 0- l- 73 
74 
75 
76 

:-otal 
...... 

1,397,729 
1416,040 

1,953,983 

390.315 
1.120,013 

1,568,535 

Cert.-ov. 

507,41-,4
296.027 

385,448 

:otaL,.._ic. 

i.169,794
1.464.716 

1,799,7o4 

7--

1,O85,129
1,4096642 

1,728.402 

Cer.t. 3ov. 

84,665
55,074 

71.302 

Ending
Cash 
Balance 
93,147 
321,082
272,406 

426.685 

P,.b ic 
works 
77/ 
297.227 
375.083 

591,327 

TOTAL H! 4.767.752 3.578,863 1.188,889 4.434.214 4,223,173 211.041 1.113,320 1.2-3t637 

TOTAL REGIO.; V 73 
74 
75 
76 

-

861,928 
831,939 

1,146,792 

-

730,874 
733,777 

1,011,127 

-

131,054 
98,162 
135,665 

-

838,779 
816,8o 

1,111,986 

797,955 
778,781 

1,081,631 

40,824 
38,020 
30,355 

33,685 
56,834 
71,973 

106,778 

N/A 
196,142 
232,606 
304,450 

TOTAL V 2,840,659 2,475,778 364.881 2,767,566 2,658,367 109,199 269.270 733,198 

GRAM TOTAL II&V 73 
74 
75 
76 

2,259,657 
2,247,979 
3,100,775 

-

1,621,189 
1,853,790 
2.579.662 

-

638,468 
394,189 
521,113 

-

2,008,573 
2,281:517 
2,911,69o 

-

1,883,o84 
2,188,423 
2,81o,033 

-

125,489 
93,094 
O,657 

126,832 
377,916 
344,379 
533,463 

N/A 
493,369 
607.689 
895:777 

GRAND 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 -, 79.5 c,, 20.5% 100. , 2
2 

95.5% 4.5% 1/
27.7~ 

100. 
100. 0 

Percentage to total expenditures 
Percentage of revenues expended 
Percentage of Central Revenues expended directly by MOG. 

94.7 
20.6%V 

1976 revenue/mu-nic. X = $63,281 
1976 expend/miuic. X = $59,422 
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.I.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 ooncluded
that the present debt service capacity of the municipalities in Regions II 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 IVA.3ve find that many projects will generate enough revenue to operate

and maintain 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.I.D. loan,the annual debt service capacity of the average municipality could
increase from $9,000 currently to more than $16,000 in four years1/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). Section IVA.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 tothe 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. I D. loan is less than/198% 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 variousassumptions 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 areontinued
 
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 Annual Debt /Size of 
Serv.Capacity/ Project Serv.Capacity/ Project1/Serv.Capacity/ Project 1/ 

($18,281 P.W.E.)
 
I Cuirent( 3,000 R.S.) 
 -o- -o- $ 7,570 $64,795 $ 9,094 $ 77,840 

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

($31,992 P.W.E.) 
III Plus 75%( 3,000 R.S.) -o- -o- 10,998 94,137 13,664 116,957 

3. Demand Projections for Sub-Projects. Table 7 supported by
Annex M reflectsthe five year projected demand costs for Municipal Development Projects.
The demand for projects was developed by INVIERNO, 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 ),
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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TABLE 7SUMMARY OF COST ESTIMATES AND A-JIMMENTS FOR SUB-PROJECT POTENTIAL DEMAND UNCLASSIFIED 

On US Dollars) 

Project Title ist 	 S YEARLY DEMANDThird Fourth P Fith Al Ye r 
Potntil Poenial AdustddjuteMarlket 1,141,616 1,101,116 	 otential Ajusted Potential Adjusted543,290 	 PAlll duse543,290 994,450 	 Po enta AdjustedSkivghtedbowe 123,809 	 9Q4,450 98,986 98,986 10,465 10,465 2,788,807- 280,821 210,088 397,270 397,270 158,944 	 2,748,307

Garbage Truck 	 158,944 669,053 669,05362,857 62,857 103,714 	 1,629,897 1,435,355103,714 114,086 114,086 292,820 292,820 138,044Street Improvement 371,492 	 138,044 711,521 711,521266,286 530,743 530,743 744,000 744,000 920,171 920,171 624,514 624,514 3,190,920 3,085,714Curbing 	 26,720 22,400 36,913 36,913 27,429 27,429Potable Water 	 37,714 37,714 1,606,643 1,606,643 895,440 895,440 866,373 	 - 128,776 124,456Sewerage 600,271 	 866,373 581,271 581,271 - 603,271 1,628,834 1,628,834 	 3,949,727 3,949,7271,258,739 1,258,739Iibllc Lighting -	 72,995 72,995 401,475 401,475- 10,392 10,392 	 3,965,314 3,965,31432,266 32,266Indutrial Arts Building 	 16,319 16,319 1,812- - - - 39,943 39,943 	
1,812 60,789 60,789

*Municipal Building 	 21,964 21,964 - - 32,143 	 - 61,907 61,907- - -'Health Past - - 24,893 - 109,480 -	 166,51631,143 -	 34,286Houe Wiring 120,306 - 126,760 	
- 75,429 - 41,429 .*School Conttruction 16,500 - . - 243,575 - 74,992, 	 182,287 

-. 24,7 4 	 " - 565,633 --Housing " 
 - - 1,559,172 - 2,039,271 
Toel - - 6,372,986 - 9,971,429 4, M, 214 3,662,57 4, 
 3, 959,41 6 44/15,733 2,201,4-6, 98,  9, 517 16,143,062,964Social Projects-Adjusted Totals 2,498,600 3,102,322 2,968,750

Nunber of Projects 	 1,650,434 1,027,80124 	 11,247,90735
Cost per Project 104,108 88,638 

31 
- 10 120Averoge 	 20 

95,766Self-Financing Projects-.Adjwted Totals MTW 	 82,522 102,780m 857,0 	 93,733701W -UMWNunier of Projects 10 	 9 117,530 4,895,183 
Average Cat per Project 116,397 

9 	 11 7 4695,232 167,312 50,068All Projecls: Number of Projects 	 116,795 106,4175 3Average Cast per Project 107,723 89,987 	 - 16 
111,864

* 	 These projects will not be financed under this Prom 71,006 108,551 97,248
196,994 9

SOURCE:
 
Annex M Cast Estimates for Project Demand
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Year No. of Projects 

1 57 
2 69 
3 78 
4 66 
5 47 

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 year five 
INVIERNO expects the sub-project demand to level off in Regions II 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.I.D. The following comparative table 
indicates projected demand 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 
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The adjustment made reflect the deletion of sub-projects such as schools,health posts, municipal buildings and housing projectsL/Large differencesbetween projected demand and adjusted demand in the last few years result fromdeleting 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 covera projected demand of the size of this one are difficult. Howeverthe costingof 65% of total projected demand (numbers of projects) givesa good indicationof the total financial requirements to meet the demand. Because of the availability of funds, the complexity of the program, and the time required to upgradeinstitutional capabilities, a smaller program than that required to coverprojected demand is presented in this project. It may be, however, that theGON will request additional A.I.D. assistanze in the future to increase thecapitalization of the revolving fund when institutional capabilities have provento reach a level where a larger program can be handled efficiently. 

4. Cash Flow Analysis. Table 8 is the ten year cash flowprojection of the Rural Municipal Development revolving fund.2/ Inprojecting the cash flow, the sub-loan terms were distributed into two loanrepayment 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 cashbalance represents interest earned during the loan disbursing period less a2% administrative fee paid to INVIERNO.Though this 2% administrativecharge has been included, the amount genr .ted through this allocation willnot 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 million3/ after the 
I/ Schools, health centers and housing are financed under other programs.

Includes both the credit funds under RDSL I and the proposed project. 

// Possibly with a follow-on A.I.D. loan. 
UNCLASSIFIED 



-57- UNU ASSIFIED 

TABLE 8 
RURAL MUNICTPAL DEVELOPMENT PROJECT 

REVOLVING FUND ACTIVITIES 
10 YEAR CASH FLOW PROJECTION 

(IN USSOOs) 

Prior to this Project Project Project Project Completion of Status at the 
Loan Year Year Year Year AID Assistance Year End of 

YEAR 1 2 3 4 Status 5 6 7 8 9 10 1Oth Year 

INFLOW 1/ 
RDL-1 Loan (524-T-031)- 410 400 - - - 810 - - - - - 810 
This Loan 2/ - 250 1,CI0 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 65 111 129 210 297 424 529 604 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 1,456 1,555 1,613 14,178 
OUTFLOW 

410 650 1,023 1,443 1,595 5,121 1,123 1,218 1,307 1,319 1,338 1,324 12,750 
2% Admin Exp. due t4MERNO- 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 FUNDA) Cash Balance STATUS 

0 35 124 298 590 590 517 413 285 262 301 396 396 
B) 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.I.D. Loan, or Financing from 
Another Intemational Donor 



--- --- 

--- 
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A.l.D. 	 contribution period ends. By the end of the tenth year the loan pDrtfolio
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 
 I Project which consist of
$600, 000 from A. I.D. loan and $210, 000 from GON counterpart 
contribution. 

b) A.I.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 I THIS LOANYear A.!.D. GON A.I.D. GON 

While 	in Process 300 110 --
1 300 100 
 50 200
2 660 350
3 960 450
4 1,030 500 

600 210 2,700 1,500 

3. 	 The A.I.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 80/
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 andr other source of funds to the extent of
$1.5 million is available to sustain subloan activities at $1.3 million dollar 
level at the end of A.I.D. assistance period. 

6. 	 During the project periodi the cash balance of the fund consists of interest 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
in Table 9 to demonstrate the financial viability of this project. 
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TABLE 9
 

REVOLVING FUND
 
(stated in US$OO0s)
 

Inflow 
 A.I.D. Project Period End of 10th Year 11th Year 

From RDSL I 810 810
This loan 4,200 4,200 .Interest 730 5,370 1,082Reflow 111 2,298 786
GON/other Post Proje.Inputs - 1,50 . 

Total Inflow 5,851 14,178 1,868 

Outflow 

Subloans 5,121 12, 750 1,5002% Adm. Fees 140 1,032 208 

Total Outflow 5,261 13,782 1,708 

Net Inflow 590 396 160 

Revolving Fund Status End of A.I .D. Project End of10th Year 11th Year 

Loan Portfolio 5,010 10,400 11,114Cash Balance 590 396 608 

Total 5,600 1.0, 796 11, 722 
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B. Technical Analysis 

1. Project Management Feasibility 

a. Principal Implementing Agencies: The Ministry of Government with its recently established 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 Ministry of Government traditional linkages with the municipalities and the increasingly effective set of financial
facilities offered by INVIERNO 
 to the rural poor. Additionally, several otheragencies of the central government are expected to play key roles in the implementation of the Municipal Development program.
 

1) Municipal Development Department - MOG. TheMinistry of Government linkages with municipalities stem from its role inestablishing political boundries and approving municipal budgets and taxordinances. For the most partthis 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.
 

Illustration 1 provides a visual image of the new system of interventions being implemented by the central and local governments. The essence ofthis new system is increasingly to decentralize the process of initiating and implementing development activities in the municipalities. Under the new system,as can be seen on the far right side of the illustration, the process of identifyingpeople's needs and translating these to better or more public services becomes afunction of the municipalities,and financing those initiatives is to become afunction of using both central and local government revenues. 

The system, which has been managed effectively in other developingcountries, 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 thebasis 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 agenciesconcerned with municipal, regional and national development; and 

e) Promote intra-municipal cooperation. 

To fulfill these responsibilities, the Municipal Development Department is organizedinto five separate divisions: Legal, Administrative, Technical Assistance, Special Studies,and 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 Rio 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 Divisionwill assist the municipality in providing legal aid and information to the poorest
segments of the municipality. 
 Special studies will assist in analyzing municipalneeds 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. Theirlack of in-depth experience is easily compensated by their eagerness to work,learn. Thus the Department has sought out specialists from the U.S. 
and 

and other countriesto assist in their endeavors and have ta!<en the initiative to obtain the services of sixPeace 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 assist in the design and implementation of specialized development
projects. 
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2) INVIERNO - MAG. INVIERNO was the first of theautonomous institutes created by the Ministry of Agriculture to execute the
G ON's new Rural Development Strategy. 
 It has already accrued significant
experience in organizing community activities, providing credit and conducting
in depth studies of the municipalities in Region II and V. 

Under the new decentralized municipal development system, theINVIERNO program intervenes at two extremely important ipoints. The first is inorganizing community participation in identifying its real and perceived needsand 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 municipalhties for development projects.
 

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

a) Assisting in the determination 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 MunicipalDevelopment unit staffed by two highly qualified professionals and supported bya thoroughly competent programming engineering and financial staff.
Institute's track record in managing its existing A.I.D. 

The 
funded program isexcellent 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 iinmmediate 

architecture, planning ant 

technical capability in the areas of engineering,

Financial analysis. Technical assistance and trainingprogram, will address these institutional deficiencies over the life of the project.Nevertheless, the MDD can draw upon the human and capital resources ofother governmental institutions to support and complement their early efforts

in municipal development. 

1) Vice Minist ry of Urban Planning (VMPU). A. I. D. supported the development of VMPU after the earthquake of 1972 in order to providein one institution the capability to design a new M'.nagua and begin to carry out
the necessary plans which would be the first step to the GON's policy of decentralization. 
 A.I.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 signedbetween the MOG and VMPU which specified the type of assistance VMPU
could offer the rural municipal development program. (Annex I). 
 The majorareas of cooperation are urban 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 VMPUpersonnel will work in teams so that VMPU personnel will transfer experienceand knowledge to the less experienced MDD personnel. The MDD will be thecontrolling party in the cooperative agreement, always determining the
timing and type of assistance VMPU will provide.
 

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

2) National Planning Directorate (NPD).become an The NPD hasincreasingly important institution in the GON since the 1972 earthquake. As a result of the National Reconstruction and Development Plan,1975-1979 it developed, tee NPD has become increasingly involved inanalyzing 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-poject 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 assistance and equipment of Obras P6blicas. 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 electrificationis a priority, ENALUF or the cooperatives will be contacted by the MDD. Effortswi ll 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 withproject funds while drawing upon the technical resources of ENALUF or the
cooperatives. 

5) Nicaraguan Water and Sewer Authority (DENACAL).
Another major request by municipalities is the construction of potable water
and/or sewage systems. 
 DENACAL has the major GON responsibility for theseactivities. An $18.0 million IDB loan to DENACAL is designed to build watersystems in 36 municipalities throughout the country. The GON/AID programwill not compete with the IDB project; instead it will encourage DENACAL inits activities in Regions II and V and finance the construction, expansion and
improvement of water and sewage systems in municipalities that are not priority
for DENACAL. The MDD will coordinate its activities with DENACAL and again,draw upon that institut;on'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 nurr'er of feasibility studies. Additionally, one of the
requirements of the project is that 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 retainedby the municipality to oversee construction of such projects. 

c. Institutional Coordination. Coordination between IN 'IERNOand the MDD and between the various aqencies participating in the project willbe accomplished through two basic mechanisms. The first will be through aseries of agreements and/or contracts between the MDD and the other agencies.Two agreements, one between MDD and INVIERNO, and the other betweenMDD 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 thefollowing member,, with their Vice Ministers or deputies as alternates: 
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a. Minister-Director of the National Planning Directorate 
b. Minister of Agriculture 
c. Minister of Public Education 
d. Minister of Public Works 
e. General Manager of INVIERNO 
f. Nicaraguan National Bank Representative 
g. Central Bank Representative 
h. One Representative Farmer Associations 

The principal functions of the Council are to: 1) service as an overallpolicy setting und guidance organism for the program; 2) resolve conflicts or
duplications of efforts which may develop 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 parametersthat 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 municipaltaxation 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 sed almost solely on, and rest ricted 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 rbitrios do not either 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 plande arbitrios for the National District listed 120 tax items with 272 clasifations. unicipalities are for the most part excluded from participation in direct
taxes collected by the central government on the major sources 
of wealth in theirareas i.e. property and income taxes. When commerce, industry or agriculture
begins to grow and prosper in any a'ea, the municipality does not have available
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 taxesof the municipalities was 165 million cordobas ($23,570,000) of which 122million ($17,428,000) was for the National District and only 43 million
($6,143,000) was 
for the remaining 134 municipalities. Total Public Sector
income was approximately 3.3 billion cordobas. 
 The municipal revenue wasapproximately 5% of the total of which the National District represented 3.7%
and the other 134 municipalities 1.3%. 

b. Employment, Social Security. There is no system of permanentemployment of municipal employees nor social security. Although,typically,especially in the smaller municipii!iries, municipal officials and appointed employees are in office for more 
 than one term, it is common practice to change themajority of employees when new elected officials take office. 

c. Budgets, Finance, Audits. Municipal budgets are prepared bymunicipal councils and submitted to the Ministry of Government for approvalbased again on historical precedent and not on projected real needs of the municipalityfor 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 deCuentas) - the national controller generol. It supervises municipal tax collectionbased on un approved tax ordinance and generally review all municipal financialtransactions for acceptability. The law which governs the percentages whicheach municipality is allowed to spend for administrative and program costs (LawNo. 189 of September 1937 in "La Gaceta") is outdated. In 40 yrs. somemunicipalities have grown to be major secondary cities and many new, smallones 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 Gmountallocated 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 
$50,000 and typically only cover administrative costs and minimal
 
public services. Improvement of municipal finances is a prime objective of tke
 
proposed program.
 

d. Borrowing. With the exception of a handful of the larger

municipalities, there hasbeen 
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, the years,over various decrees establishing munici
pal participation (e.g. September 9, 1965 "La Gaceta" - Diario Oficial,
establishing participation in tobacco tax) in several taxes collected 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, butbecause the granting legislation consists of a series of isolated decrees 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 willingngssby the central government to pass on funds to local governments. In 1977, the

direct transfers listed will be taken from the following:
 

1) Municipal Tax on Flour $ 20,000
2) 1% Municipal Sales Tax $ 628,572

3) $0.014 Municipal Gasoline Tax 
 $ 811,672

4) Municipal Tax on Cigarettes $ 357,143
 

The capital transfers for 1977 will finance 24 projects, including 12street and sewer construction projects, 5 city halls, 1 market, 1 community center,a bridge, an electrification activity, a water system and a community development project. It is important to the municipalities that legislation be drawn upconsolidating the direct transfers so that these funds can serve as a 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 so e-l-x-iree 
right to their assets including municipality owned 
real estate. 

3. Environmental Impact Statement. 

An Initial Environmental Examination (lEE) was carried out for thisproject which identified and described the nature, scope and magnitude of theforeseeable effects of this project on the human environment (Annex 0). It wasdetermined that the proposed Rural Municipal Development project would notadversely affect the environment. Therefore, it was recommended in the lEE
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 lEE 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 req.ired by their 
constituency. The major beneficiary of this project will be rne por. 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 Poulation Urban Population./ Rural Population 

II 388,236 207,376 130 ,860 
V 386,946 102,609 284,337 

TOTAL: 775,182 309,985 465,197 

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 pop lation in Region II and 82% in Region V have per capita incomes of 
less than $120. Therefore, this project has a potential rural target population of 
367,000 people. 

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

1/ Does not include Managua. 

In 1973 prices. 
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Annual Per Capital Income % of Urban Population 

$ 0-
$210 
$416 
Over 

-
-

109 
415 

1,000 
$1,000 

63% 
20% 
13% 
4% 

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

2. Socio-Cuitural 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 sen:e 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 turns 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 
patron 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 Integrated Rural Devel
opment Strategy, new leaders and promoters have entered the local hierrchy. 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 modernizing 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 mu
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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stuff 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 aproject 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-nment 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 II (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 services are inadequate. All indicators of social and 
economic status clearly identify these people as appropriate for A. 1.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 mun alities in Nicaragua. Women serve as 
mayors or treasurers in several municipalities iin Region II. In Region V women hold an 
even larger number of public effices, from mayor of one of the largest municipalities 
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to the mayor of the smallest municipality (San Juan de Limay) in the
(Matagalpa), 

hold the following elected 

women are appointed as alternates to the above positions.In addition, 

Department of Esteli. Of the 134 municipalities, women 

positions: 

Position No. % 

Mayor 
Treasurer 
Trustee (Sindico) 

13 
24 
4 

10% 
18% 
3% 

There are 19 

22 alternate treasurers, and 13 alternate trustees.
alternate mayors who are women, 

The technical assistance and training program will include these women 
The 

as participants in addition to the employees of the municipality who are women. 
the leadership role of women in 

training should have a particularly positive impact on 

the municipalities. 

Specific sub-projects to be financedb. Municipal Credit Fund. 
in a number of ways. New or improved public

under this program will impact on women 

markets and slaughterhouses will provide a cleaner and lower cost environment for the 
These activities are 

buying and selling of meats, fruits, vegetables and basic grains. 

Improved public services such as potable water,
predominantly performed by women. 
sewage systems, public laundry facilities and drainage will upgrade the living con

in most homes,
ditions of families, whose health and welfare is a primary concern and, 

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 dev eloping all institutional aspects 
of this program. In 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 hae 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 POblicas and VMPU for project design, feasibility studies and 
supervision of 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. 

UNCLASSIFIED 



UNCLASSIFIED
 

- 80-


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 at the municipal government level which should have short, 
 mediumand long-term impacts on how the affairs of the community are managed.
should be expected that better trained leaders and officers should be able to 

It 
makeinformed decisions on how municipal services can best be used for the benefit
 

of the citizens.
 

A second manner in which the MDD's program will have a high pay-off isin the area of municipal legislation and tax reform. The costs of the modification,
up-dating and revision of municipal legislation are substantially outwoighed 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 municipality. 

2. Sub-project Financing. 

The cost and benefits of the specific sub-projects are unknown to measureat 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 selffinancing (e.g , markets, slaughterhouses) will be given the highest priority underthis program. Cost-benefit analysis or internal rate of return (IRR) measurements willbe 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 afterthoroughly analyzing the projected demand for market spaces, the existing andpotential 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), costeffective criteria will be used to evaluate the project. Sub-projects will bedesigned to meet the needs of the community at the lowest feasible cost. A basic
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 recoveryfrom 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
capitl GDP, at current prices, reached approximately $825. A marked 44% increase 
in 1976 export earnings, coupled witi. only a slight 3% increase in imports, enabled 
Nicaragua to enjoy its first trade surplus ($45 million on an f.o.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 seafood 
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 LY 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.-supported Pilot Credit Guaranty Project is designed to help 
channel some of this exce: 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 
Bank was reduced. 

b. 1977 Economic Situation. 

Nicaragua's economic performance by mid-year of 1977 
indicated continued export-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% in~crease 
over the prior year's crop was registered, but an increase of $34 million 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 affected by drought in 1976. 

c. Public Sector Finances. 

1) Revenues. 

Once again, in 1976, Nicaraguan Central Government 
current rtvenues 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 Revenues 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 servicing is diverting (16-17%) of 1977 capital budget. 

d. Debt Service Capability. In general terms, the GON is 
maintaining its debt servi.ce 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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Nicaraua: Debt Service/Exports Ratio 

(US$ millions) 

1975 19 76(p) 19 7 7 (e) 

1. Exports Goods 376 541 	 663 

2. 	 Est. Exports Non-Factor 
Services 55 60 65 

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 amortization of Central Government interral 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. 
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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.I.D. are a relatively small share 
of total public sector interest payments (under 6% in 1977), and the same is true 
of amortization of A .I. 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 paperwrk and 
people within the Ministry of Government. 

The Administrative Officer of the MDD will keep accounting records of 
the use of all A. I . 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.I.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 Implementatic¢ 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 will be submitted to USA ID for the Mission's information and 
files. 

Regular monthly meetings 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 INVIERNO. Prior to 
final acceptance for all sub-projects (three to four weeks before completion of 
cotistruction) they will be reviewed by authorized representatives of A . I. D., 
the municipality, the responsible supervising government agency and/or the A S,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 .1 .D. financing, and general engineering and economic 
soundness. 
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compliance with the construction specifications. Final acceptance by themunicipality and by MDD and INVIERNO will take place when all the required
work is completed. 

3. Disbursement Procedures. 

All A.I.D. funds will be earmarked to specific project components throughthe funding authorization procedure. The GON and USAID will choose appropriatedisbursement 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 obtaindisbursements of funds under the Loan for the foreign exchange costs of goodsor 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 .I. D.to procure commodities or services in Borrower's behalf for the project; or 

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

Banking charges incurred by Borrower in connection with Lettersof Commitment and Letters of Credit will be financed under the Loan unless the
Borrower instructs A.I.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 localcurre:ncy costs will be made on a reimbursement basis. The Ministry of Financewill 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. I.D. revie'wed 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.I .D. will pay an agreed upon amount for the project after reviewing 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.I.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 Basis 

Commodities Constructive DeLivery 
Technical Services 
Training 
Construction Services 

Person-Months Completed 
Person-Months Completed 
% 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 by 9-30-77 

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 Projec" 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 

Third Project 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 .1 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 II 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. TFis 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 in to this "operations center" concept of management. Short term objectives (up
to one year 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 up 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 can be taken to insure 
more effective project implementation. This review wilb 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? Is 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? 

c. Municipal Improvement. Have MDD technical assistance and 
training 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 plcn capital
investment programs? Have the MDD's technical assistance and training activities 
increased local revenues? To what extent has municipal adminis 'ation 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 adminifirative 
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 chai.jc5, 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 176 diagnostic study will be used for comparisons, especially as it 
relates to social 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 . I. 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
 
localgovernm~nts 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.I.D. evidence that 
it has obligated all funds programmed for this purpose under A .I .D. Loan No. 
524-T-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.l .D., evidence that they have obligated all of the municipal credi funds 
under A.I.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. I. D., 
an implementation plan for this Component. 

5. Prior to 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.I.D., evidence 
that its field monitor system has been extended to Region II. 
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6. Prior to any disbursement, or the issuance of any commitment documents 
under the Project Agreement and subsequent to January 1, 1979, the Government of 
Nicaragua shall furnish, in form and substance satisfactory to A.I .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. I. D. project disbursements are completed. 
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AID/W APPROVAL AND 
GUIDANCE MESSAGE
 

R 112329Z JAN 77
 
FM SECSTATE WASHDC
 
TO AMEMBASSY MANAGUA 7912 
BT 
UNCLAS STATE 006254 

AIDAC 

E.o. 11652:N/A 

TAGS:
 

SUBJECT: PROPOSED MUNICIPAL DEVELOPMENT LOAN
 

REFERENCE: (A) MANAGUA 5612, (B) MUDGE/ZALLMAN/DIAZ METING 12/10/76,
 
(C) STATE 287282, (D) WEINBERG/MUDGE LTR DTD 11/12/76 

1. AID/W HAS NO OBJECTION TO COURSE OF ACTION PROPOSED IN REFTEL (A) ALTHOUGH 
WE MAINTAIN OUR RESERVATIONS, EXPRESSED IN REFS (C) AND (D) ABOUT CHANGES IN 
IMPlEMENTATION ARRANGEMENT FROM THAT ORIGINALLY CONCEIVED IN THE RURAL DEVELOP-
MENT SECTOR LOAN PAPER AND SUBSEQUENTLY CONFIRMED IN THE PRP FOR THE SUBJECT 
LOAN. SPECIFICALLY, IT IS OUR CONCERN THAT IF THE OBJECTIVE OF THE PROJECT 
IS MUNICIPAL DEVELOPMENT, 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 ASSISTANCE) 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 REPOiR PRIOR TO PP SUBMISSION (IN MAY OR JUNE) 
WHICH DISCUSSES: (A) THE GON POLICY ON MUNICIPAL DEVELOPMENT (ESPECIALLY, THE 
ROLE OF MUNICIPAL GOVERNMENTS IN THE GOVERNMENTI'S DEVELOPMENT PLANS, GENERAL 
ASSISTANCE REQUIRED, AND WHAT INSTITUTION WILL PROVIDE IT); AND (B) THE MINGOV 
MUNICIPAL 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 INITIATED 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 BUILD IHE INSTITUTIONAL CAPACITY FOR A SUBSEQUENT 
MUNICIPAL DEVELOPMENT PROGRAM. THIS ALTERNATIVE, WHICH 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 TIE RURAL MUNICIPAL INFRASTRUCTURE ACTIVITY OF THE 
RURAL 

4. PER 

DEVELOPMENT 

TELCON WITH 

SECTOR 

CRDO 

LOAN 

WENGER, 

(031). 

AIlD/W EXPECTING SUBMISSION OF PP IN AUGUST 1977. 

BT 
6254 

ROBINSON 
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CIHECKLIST OF STATUTORY CRITERLA. ANNEX B 

(Alliance for Progress) Page 1 of 14 

A. 	GENERAL CRITERIA FOR COUNTRY
 

1. 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 viol.ations 

of internationally recognized human 

rights?
 

2. 	FAA Sec. 481. 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 tra.sported
 
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?
 

3. 	 FAA Sec. 6 20(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? 

4. 	FAA Sec. 620(b). If assistance is to 

a Government, has the Secretary of 

State determined that it is not
 
controlled by the international
 
Communist movement?
 

. AA Sec. 620(c). If assistance is to 

government, is the government liable as 

debtor or unconditional guarantor on any
 
debt to a U.S. citizen for goods or
 
s-ervices furnished or ordered where (a)
 
such citizen has exhausted available
 
legal remedies and (b) debt is not denied
 
or contested by such government?
 

Yes. This project w.4l 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 livine
 
in its jurisdiction.
 

No. It has not been so determined.
 

No. It does not furnish such
 
assistance.
 

Yes. The Secretary of State has
 
so determined.
 

No. The Government of Nicaragua
 
is not so liable.
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6. 	FAA Sec. 620(e)(1). If assistance 

is to a government, has it (including 

government agencies or subdivisions)
 
taken any action which has the effect 
o0' nationalizing, expropriating, or 
otherwise seizing ownership or control
 
of property of U.S. citizens or entities
 
beneficially owned by them without taking 
steps to discharge its obligations 
toward such citizens or entities?
 

7. 	 FAA Sec. 620(f); App. Sec. 108. Is 
recipient country a Communist country? 
Will assistance be provided to the 
Democratic Republic of Vietnam (North
 
Vietnam), South Vietnam, Cambodia or 
Laos? 

8. ].'AA :3cc. 620(i). is recipient country 

in any way involved in (a) subversion 
of, or military aggression against, the 
tlnited States or any country receiving 

.'3. assistnce. or (b) the planning of 
::uc, subversion or aggression? 

9. 	 i.'AA 3(cc. 620(j). Has the country per-

mitted, or failed to take adequate 

measures to prevent, the damage or
 
destruction, by mob action, of U.S.
 
)roperty? 

10. 	 'AA Sec. 620(l). If the country has 

failed to institute the investment 

guaranty program for the specific risks 
of expropriation, inconvertibility or 
confiscation, has the AID Administrator 
within the past year considered denying 
assistance to such government for this
 
reason? 

11. 	 FAA Scc. 6 20(o); Fishermen's Protective 

Act.3cec. 5. [f country has seized, or 
imposed any penalty or sanction against, 
any IJ.3. fishing activities in inter
national waters. 

s. has any deduction required by Fisher-

men's Protective Act been made?
 

b. has complcte denial of assistance 
beer considered by AID Administrator? 
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No. The Government 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. 



i1. 	VAA Sec. 620(q) App. Sec. 504. 
(a) Is the government of the recipient 
country in default on interest or 

principal of any ALD loan to the 

country? (b) I.scountry in default 
uxceeding one year on interest or 
principal on U.S. loan under program 
for which App. Act appropriates funds, 

unless debt was earlier disputed, or 

appropriate steps taken to cure default? 

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


]low much spent for the purchase of 
nophisticated weapons systems? (Considera. 
tioti of these points is to be coordinated 
with the Bureau for Program and Policy 
Coordination, Regional Coordinators and
 

Military Assistance Staff (PPC/RC).) 

1.4. 	 1'AA Sec. 620(t). Has the country severed 

diplomatic relations with the United 

',tates? If so, have they been resumed
 
and have new bilateral assistance agree
meits been negotiated and entered into
 
since such resumption?
 

]5. 	 FAA Sec. 620(u). What is the payment 
Status of the country's U.N. obligations? 
If the country is in arrears, were such 
arrearages taken into account by the AID 

Administrator in determining the current 
AID Operational Year Budget? 

16. 	 FAA Sec. 620A. [[as the country granted 
sanctuary from prosecution to any indi-

vidual or group which has committed an
 
act of international terrorism?
 

17. 	 FAA Sec. 666. 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? 

18. 	 FAA Sec. 669. 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 Loan 017 for $18,592.50 since
 

May 1977.
 

Defense expenditures i or 1977 are 
10.7% of the total national budget. 
Approximately_ % of foreign 
exchange resources are spent on 
military equipuent. 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.
 

Nicargua has no nuclear equipment. 

http:18,592.50
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(6) Otherwise responding to the 
vital economic, political, and 
social concerns of its people, 
and demonstrating a clear 
determination to take effective 

Nicaragua's major effort in integrated 
rural development reflects a clear 
policy determination to improve the 
socio-economic status of the rural poor. 

self-help measures. 

c. FAA 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 40 in which 
development assistance grants 
(other than for self-help projects) 
may be made? 

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

d. I'AA Sec. 115. Will country be 
I'ir-riished, in same fiscal year, 
eiti hez security supporting assist
atoe, or Middle East peace funds? 
Ef so, is assistance for population 
programs, humanitarian and through 
international organizations, or 
regional programs? 

Nicaragua will receive no supporting 
assistance this year. 

?. S.crity Supporting Assistance 
Comi itry Criteria 

a. "i\ Sec. 5..B. Has the country 
engned in a consistent pattern of 
,ross violations of internationally 

recognized human rights? Is program 
in accordance with policy of this 
Sec Lo.on? 

No. 

I,. !,'AA Sec. 531. Is the Assistance 
to ije furnished to a friendly 
cou-itry, organization, or body 
eligible to receive assistance? 

Yes. 

c. FAA Sec. 609. If commodities 
are to be granted so that sale 
proceeds will accrue to the 
recipient country, have Special 
Account, (counterpart) arrangements 
Leen made? 

Not applicable. 

, 
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6C(2) CHECKLIST-PROJECT 

Listed helow aru, first, s.taLutory crit'ria 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 only to loans): and Security Supporting Assistance funds. 

GENERAL CRITERIA FOR PROJECT.
 

1. Ap.Unnumhered; FAA Sec. 653(b) A dedcription of this project was shown
 
on page 2241 of the FY 1977 Congressional


(a) 	Describe how Commrittees on Appropria- Presentation. 


tions, of 'Sonata and iHouso have been or 
will lie notified coocerninrj the project;
(b) is as~.stance within (Operational
 
Yv'dr Bludge t) couritry (.r intornational
 
ornnization allocation reaported to
 
Congres!. (or not mpore tihan $1 million
 
over thtit figjure plus 101'0?
 

* 	2. FAA Svc. bl111)001. Prior to obligation Yes. 
~TT6~~c s5f S110,000, will there be (a)-

N 	engineering, financial, and other plans
 
nuce^Ssary to carry out the assistance and
 
(b) ai reasotiably firm estimate of the 
cost to the 	U.S. of the assistance?
 

* 	 3. PAA Soc. m611(a)(2). !f further legis- N ute eiltv cini eurd
~~a~i~fi~Fs reqird within recipient N 'zte eiltv cini eird 

country, what isbasis for reasonable 
vxpctaionthat such action will be
 

completed ini timre to permit orderly
 
accomplishment of purpose of the assis
tance?
 

4. 	 FM Sec . 611bj~jp Sec. 101,. If for Not applicable.
 
water or wdter-r~sel and resource
 
construction, has project met the stan
dards and criteria as per Miemorandum of
 
thni-resident dated Sept. 5, 1973
 
(rfeplaces Memorandum of X~ay 15, 1962;
 
srf2 Fed. Regi,,er, Vol 381,I-o. 174, Part
 
111, 'Jept. 10, 1973)?
 

5. 	 FAA~c 611(v),, If rr .'ct is capital Yes. The Director ha.s so certified.
 
I'ccl ),,co-,5trixtion) , and all
 

U.Sr~~i.tI for it will exceed
 
S1 will Ion, ha' s Mritt Di ructor cortified
 
Lhf. ltulitry's ca 'v tCtively
"."ulIl to. 
r.aintai n d 0,01l141: thu' p'nject? 
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,~~~A6nex,.B. 

A. 
6. I ,ASn.gJ'jfrl,, , ,'AA,'Ct susceptible

of" Uxt'ti'}tT1 I--,.':; p t uf~r 'idOla1 Or multi
lateral project? If ,o 1,why, is project not so exoruted? Information and conclusion
whether assiitance will encourage
regionail development proq.-iis. If
a!,sistimce ik for newly independent
counlr, is it. i-nished through mul ti
lot, iral oril. i .'tcitions or plans to themaximum ,ux telt appropriate' 

... 

No. 

,L 

fdJdL i 

. 

7. FPA Soc. 601(a); (find Se.. 201 . for .
veloinc;tl ; f ' - 1F ' orn~an -

conclusions tui '.:r project will encourage
efor'. of' the country to: (a) increase 
the flhrw of irternational trade; (b) fos
ter private initiative and competition;
(c) eucrqrale dtvdopmont and use of 
cooprativ .,, cr i t uni on;, and savings
and l ,,o ,:.s;,: ia i ,n ; (a) discourage
llonopol i ' i". ,"|IcLices; (e) improve
techncii4 efr icit!Icy of iIndustrY, agri
cultutrie and cror,;r'o'c and (f) strengthen
frecc laor unions,' 

" 

The project will foster general development at the local muicipal level. 
. 

" 

8. FAA 6'..l0). I formatior and con-
1i.1uiu' mnrnrn ject will Uecourage 

U.S. priv ,t trade and investment abroad 
and Oncourit privite U.S. participation

lnfoo as.,l.dnce proglrams (including 
u.,,rf priv.'alo tratio chanlsuhi and tile 

serviC:,. o U.S. private enterprise). 

Some 
from 

goods and services will be purcha.ed
the United States under the project. e

*ii 

9. FAA 'Ov. :c) 3G.h). Describe 
.:tI)'.1 tik -u 1h '.:;.,urn that., to tile

i'axir.ou; oxl'nt plssibl:, tile country is 
,, .ntrihiltiri Inc.l currencies, to meet 

.i, cnn'. of cmonlr,nctual and other 
;,,, ;nd for,i qn currencies owned

by th iei..' are utilized to meet the cost
01, conltractuail and other nervices. 

The Government of Nicaragua, including
M.micipal. governments, will contribute 
over 501 of the cost of this project. 

i10. 
..-

FrkL.l!?.Q). Does the U.S. own excess 
foreilq( crency ,nd, if scn, whiat arrange
ments have beer, luud; for its release? 

Not. applicable. 

* F11"I"IG C.IiI.RIA FOR. i*i0JICT 

. 1. Dovelom-iiut. As, 'i,,i.lincn Projlct Cr teria 
a.,i.A I, lV((l--,) &---I 
IlIviI7 liv) l l wi i I)evelopnt, 
h. i.ui,.luu) ,,i ,ii, in (!Co; rumyat local 
iiel , luucroia'q li hr- ii lens ye pro-

I..dutonl:l, trinoi outr roaland (it, II' %1p Cml, orna areas;i'Ip i d,,vkli. ) coo li.) a tivYes, 
1';lpir:. nlaiy byI',c ni l Jtsni Ilnce, to 

"c21 The project will directly inflenelt 
the decentralization of investment
c'ecisions 'toward the' sm l., towns and 
rurazal areas of Nicaragua. It will 
also directly encourage the develop
ment of local government institutions. 

-

t poor to help
theol!'dwa' Iv.'Iwrd tateor. life, and other-
wi 1 " Oni cura .-deuuoc rat Icpr ivato,and
1ocdl1 ejvernitmo t 1 insti t Lions? .~m 

... ,. ',-urb"n
iOtl~l'1~IIIn U 

UIWLII5UL~f r eIf3t~ii 
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1), 	FUp Si. Wi.1 04, 105, 106, 
--C"0;' id a beT 1t.:In1ca Ut.T 


CfNc lude only appli cable paragraph 7
 
1a, b, etr.. -- 'which coi'responds to
 

source of funds used, If more than one
 
fund .ourc, i; used for rojuct, include
 
relevoist. p..,,plrih for each fund source.]
 

(I) 	 lIM',i fo1r atricultur;, rurcil develop- As part of the Nicaraguan integrated rural 
:,01L or nutrition; if so, extent to development program this project will provide 
w:Ich acLivit: is specifically infrastrqcture and support for' i r& g the 

rjri to increase procIhktivity 	 41r6 s 
,.,id inow, or rural ponr .[103A] .i. ncome .'ofithe rural poor.
 
if :o,' .q,'icul tural research, is
 
rolIiccotiiot taken of needs of small
 

(2) 1II04] :'or populaLion planning or
 
:,oalth; it so, extent to which
 
,WtiviLy extends low-cost, integrated
 
delivory systems to provide health ...
 
,11,,1fami ly pl anninc.1 services,
 
u..pucially to rural areas and poor;
 

(3)[105) for education, public admin-	 '.
i..tat.ion, or hUIIILI r.;';ources
 
oiclvclol:iLnt; if 'o extent to which
 
ativitL. stren,thens nonformal
 
1,,Iu rakes ducation
ation, foral, 

I':ure r,!luvani, especially for rural
 
filii . diid ur-hp:, poor, or
 
' ,; llufiV. lint
Irtn::q l;oihqIdI capabi l ity
 
i:'i-:, Li tutions v:abl inq the poor to
 
, i(:il, te in dove'o;i;:unt;
 

11) f ohfr ,: ;s anco,I" 	le(h,,i(:,al 


:ill ~; CtI'M il;,;elo'.,W:. ~proble;is;
 
.ifso, extelit activiLy is:
 

(a) Lechnical rolpera Lion and develop
,di t, enp.ocially wi Lh U.S. private
 
,*iluntary,w~* or rorjional and inter

I;,innal developrient, organizations;
 

(ip)ui hellp all*Ievi. L; energy problem; 

(c ro.(.'arr.h into, and evaluation of,
 
,,o :,ii::Ic ,i.(,vlopmunt processes and
 

, 	,I.,'u,:iufl afler natural.} 	](i))'iU or ma :) j0? 

(') 	 f.;I'-',,:ia nt p-ili~viu ,.problem, 

.1tO enlh!C piopoir 11 i aition of
 

(irli(:* .S. iII, r,a ,ucLure, etc.,
 

oi 	rograms o. un devlopment, 

"isanc.Aab,-orother1t,n Li tutions to 

ho II uibdn pour participate in
 
Lcoiiom~ic and social i~eveloonierut.
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(5) [107] by granits for coordinated 
private efort to devclop and
 
di.emi ni t, i nterud iate technologies

appropriate for developing countries.
 

c. FAA Sec. 110(a); Sec. 208(e). Is the Nicaraguawill contribute over 50% of the
recipient countryFwi1Tin'T to contribute costs of this project.
funds to the project, and in what manner 
has or will it provide assurances that'it 
will iwovide ;it least 25% of the.,iosts ofthe proqram, projurct, or -ctivilywith 
respect to wlich the assistance is to be 
furnished (or has the latter cost-sharing
requirc,:cnt b,:Lvn waived for a "relatively
least-duveloped" country)? 

d. FM Sec. 110(h). Will grant capital No grant assistance is included in this -. 
assiTF~3i~-~-~.~[~dirscd for' project over project. 
more th.'n 3 years? If so, has justifi
catini. !.iLisfactory to Congress, been made,
and effurts for other financing? 

A.IA :uc. 207; SOC. 113. Extent to The project encourages local government and,h .s reec't-s-appropriate comnuity self help efforts. It will provide
Liapha'is on; (1) encouraging development expanded numicipal services which supportwill . ..F p improved health and economic gowth at the.mplc
social institutions; (2)self-help in .hd 

m;'eetini the country's food needs; (3) local level. 

gr t 

.improvi,,qavailability of trained worker
power ini the country; (4) programs
dUSiqJl:'i to rI."etethc country's health 
nuds; (5) ocher important areas of 
*conmvci,,im t ir~i 1, and social devolop

ment, i,:ludint; industry; free labor 
u ions, co(,peratives, aid Volunt~iry
Agen (ie; transportation ahd comniunica
tion; planning and pu'blic aidministration;
urban dev lopment, and m::cdernization of 
existinf laws; or (6) integrating women 
into the recipient country's national 
econoi y. 

"f.F,." .. l(b). Describe extent to Participation in local government by theh, cgn the particular citizens in recognized as an important part!
nerds, desires, and capacities of the 
!1ecp1,', o. the coi,,try; utilizes the of the success of this program.
counry!' int.ll ctual resource;, to 
encour,,,e institutional development;
and !,uiport c vic education and training
in !,il.s rquired For effective partici
pa Lion in qcovrrui ental Iand political 
proc.-.:,¢: , en t al :o s- 1:-government. 

UNCLASSIFIED
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"''IC,3y)IC;%'iT 	 The proposed project givep reasonable) ); D-oes 	 i.AA (I(':]. :;, - 8 Sec. promise of contributing effectively to 

the acqivit qv, re,.onible promise f local development in Nicaragua. .' 
contrilititin tLothe dvuloient: of 
e'cono:ic, reoiirces, or to ton increase of 
procidctivc tapaci ties and sel f-sustaining 
economic growth; or of educational or 
other institutiuns directed toltiard .social 
proc rvs;? Is. it rela Led to and consis- . 

tent with rthe(r develop:i&-lt ativities, 
61d will it cnntribute to realizable 
long-rdilne rjh.jecLiveo;? And does project
 
pp,:r pr'dvido infornitition and conclusion
 
on an activity's economic and technical

soundhies2, 

h. FAA Sec. 201(,)(;-j.; 211(a)(5), (6). The project will include a. a limited. 
.l~fnrrr'ti', Ta'.roiF,.'.io -on possble amount of procurement of comimodlties. 
. fect'. of the ai.ristonce on U.S. economy, .... .S -. 

services from the'V:.S.with sptccial reference to areas of sub- and technical 

stantial lahor surplu,,, and extent to
 
which U.S. condities and assistance
 
are Furni;hed in a manner consistent with
 
i*improving.or 5afieguarding the U.S. balance.
 
of-payw,:ent! pusiLion.
 

2. 	 lDrI CriteriaI;njmo I A, i, tanre Projuct 

" 	 .1 i.. S. ? I();(). .lforwation Alternative sources of financing are 

, no ,:1hh-; 1 -,n.av,,letbi not for this project.1ity of financ- available
ii:~ ~ L~ ltiv i ,tiiur i,'e- V,,rldC ,.',cur e . . .. . 

inciudiii' private sc, WCt'es withill U.S., 

., ..,\ . ,,)(;,.), ,. l~d. Infor- Nicaragua is capable of repaying the,
,ir'r.' 'I c*ii6-.66iTl o*ii)-capacity of loaA,'which is reasonable and legal 

the Clin ,:tryto repay '.he loan, including under U.S. and Nicaraguan laws.
 
reasonablon..p,s of rilj,*.y,:.nL prospec ts,
 
ond (2) ,'c',s.nnjblonr ss and leooality.
 
(untistr lww!, of country :w.d U.. .) of
 
lend iiiq id rcmluind ini termf. of the loan.
 

c, 	 lAP........). It loan is not Yes. A letter of application has been
'..de lUr;:.itoautlea pLan., received for this loan'..,.;" 	 'i 

'1d the alliunt of the lon exceeds
 
$SIGj,O;lY), hat, coumtry su:itted to AID
 
an appiicaticn for such funds together
 
with assrinl'r(s to indi CdtO that funds
 
will ie ,,d in an ecnaooically and
 
tucnlii Illy sou|d ,annr?
 

d. ' 1 " ,w- irojuct paper The Project Paper provides such a 
do i.. .1i. 1,'in.r..ill iro -oto the description. 

Ini .cl irL 111' nouonltry 'S hu;n.m and
 
: rr, ' I ruiknirc:s roqii.r,:,unts and
 
. eol~iLuni Ip het.wviun ulit.imae objectives


o!' Ifi pro !r, and overall economic
 
(Iev eloupmio nt?
 

http:rilj,*.y,:.nL
http:i*improving.or
http:Ta'.roiF,.'.io
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o ,)-(A),r. SrS(:. Total amount of Not applicable.
icoceri' u 'der.,i: 'l ii ch is toing directly 
1.orrivdte enterprise, is going to 
intermodiate credit institutions or
 
other hnrrowers for use by private
enterpt'int, is being used to 	finance
imports from private sources, or is
 
otherwi,.',e being used to finance procure
mentr, rrom private sources?
 

.f4 Scc. 620(d). Ifassistance is No such enterprise is being assisted.

for any productive enterprise"lhich will
 
compete in the U.S. with U.S. enterprise, .

is there an anreemlent, by the recipient

country to prevent export to 	the U.S. of
 
more than 20Z of the enterprise's annual 
production during the life of 	the loan?
hoppr.......
;anc .	...
3. Proirct Cri t~'ria, Woelv for Secur~ity

. t,6 Iic r 	 Stronger, more effective local government

will promote economic growth and political
FAA F3.,4cH.3l. 	 assistancehow will this 	 stability.

S6.Ppoi '"pro,ote economic or political 
stability?
 

4. Additinil Criteria for Alliance for
 

[Note: A]l iance for Progcress 	projects 
should add Lh following two 	 items to aprojeULt checklist.) 

,, .:,(_(_. )..Does The proposed project takes into account
0r.o ,,c( account principles',t I., in loof :h ,Act 0I ilonot and the Charter of the concepts of .the Act of Bogota andPunt; del ste; and to what extent waill the Charter of Punta' del Este. The Project 

IAc.t* the ivity'contribute to the economic will not directly contribute to the economic 
omr p~ic nertino ai or political integration of Latin America. 

h. FAA -.c. 2H:l(T-); . (h)..For The repatriation of Nicaraguan funds investealua , at.the been taken into account abroad has been taken into account as far as'tho (MA'urt made by recipient 	nation to 
repatrite capital invested in other possible. The loan is consistent with

countrios by, their own citizens? is CEPCIES fundings and recon~endations for,lo;in .onsist.ent with the findings and Nicaragua.

recrji,:; (lnda
tiins of th, Inter-Amorican "
Con,it:.e for the Alliance for Proaress 
(the 	 Pol-116tionf, Executive 
Coco11ii of tho. OAS) in. its 	annual

* reviow 
.ee 

(If'not, oa dew,*.lopwen~vt activities? 

*' % 

UNCLASSIFIED
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1T11t;H.CKLIST*!c)) .'L-NjliWll-t 

.isted tol.; .w s l.,itilory itc:-I; which noiriMilly will be covered routinely in those provisions of an 
t,sistance aqicoment d&,ling with its implementation, or covered in the agreement by exclusion (as 

.:here certain uiiOs of funds are permitted, but other uses not). 

These item:, itre arranqed under thce general headirgs of (A) Procurement, (B) Construction, and * 

(C) 	Other R;,trictions. 

A. 	 r'rocure; ,,.t. 

1. 	 rAA 6'...2. ,v tl,'e arrangements to U.S. small business will be afforded an
 
;ii,i'tkiiuit, lly/U.l'.in th. l'uine. participategoods opportunity to participate equitably in
s;mall fu-nir0hi',ni toof and 

i ..o -s the furnishing of goods and services
 
,.ervir.o!, fi,.',,c..,,l? for the program.
 

2.. AA .. ,., all corm;d0ity Loan-financed commodities will have their source 
Nicaragua.01'ucTi:t.:n1i ItI.iIX 1l1 ic froi tihe U.S. and origin in Code 91 countries, or 


oxcvlii. as oUiur:.e determined by the
 
*'+'il Presidelt o," ui;dor dele,*jtion from him?
 

3. FAA 04(d). thi'cO, peratiig The Agreement will require that marine insurance0. If 
.M... i.iiwi.s a,:iflt U.S. be placed if.accordance with applicable regulation. 
m3,"i,,t iii. a,Co co',pa ni ues,wi l1 agree
i,tet. ,',: Ii',' Lh,,t i:, inurance be 
ili 	I t.h' on covw.zodi tiesit,' U.S. 

4 AA,A 1 I 'i.,J' procure- Not applicable. 
ienL. nC,tr,,.uic ,'':odi ty cr
 
,t*0( .-,d ,-,t fi ,in,':e., there
 

, tura: 

:.j .	 i. 

;;'41*iU pr'oc:utC",;-r:lt whenl
dI .',;t 'Albil 


Li,,dk.. , O.tin.of i4 ;"1 CW,:,4dity i.s 

5. 	 A .. 'ilU... Gnvernment U. S. Government Excess Property will be used 
u'x o.; w~'~.nl p,;el'y ht LtLilized when possible., 

whr,.v,," lpr,.ctLicoble in li u of tne
 
procureui(nt of new i:e;i.;?
 

6. 	 :.A ','(.,'lfl1(h), (a) Co:j.pliance with This project will comply within the parmeters 
reuiic. -:i.'Lt ltist 50 ler centum of the Nicaragua Waiver.at 
(if .h,,;ro',' teurnanre of co:,;ti'udities
 
ki(-w'.e ;lJ ',3fartely fcr :;y bulk
 
:ca,'r ,, , dr,' ci ,'io ',1r;cir". , and tankers) ,
 
it:: d :,h,',. u~d,,..I 'n:.p , nn, privately
 

ojwn:'1. ..- f i,,jcou;., t ia vossel.I the
, to 

' (,xt, th,1. %,w::n ve;sels available
nt-	 orc 

7. I)'A H n hi ;insintmc, Technical assistance will be purchased from!0-t,(.II. .'i 
l~d-.11th W.%' Int' 	 purchased 

i:i+.il .'/~I,.u;in t p,,I,.ii'(he- private sources with possible assistance from 
1,.1lnsl t11,11 lull Ioll ixtnd r;ch1.cable federal agencies.

"i'y;,. n:ut1 r,, ie,a inii' .,n~iil v, hon 

'.~/i I Itr t fi-si vatl! uiinmLrr s e On a
 
If the facilities Of
 

Uther Vedlin al ltqcncies Will be utilized,
 

______________ *:1******<+. 	 .UNCLASSIFIED 
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are 	 they particul.rly suitable, not 
com)etitive with private enterprise,

and made available without undue inter
ference with domestic proarans?
 

8. 	 lnt'.rnaLional Air Transport. Fair U.S. flag carriers will be used where
 
G %l-;(vT r-jtices Act, 1974 possible.
 

Ifair transportatibn of persons or
 
property is financed on grant. basis, will 
provision be made that U.S.-flag carriers
 
will be utilized to the extent such
 
service isavailable?
 

3l. 	 Cnntrurtion 

1. FAA Src. 6,l (dY. If a capital (e.g, Not applicable.
 
cnn,r'~ f'Tl)'-:roi rct , are engineering
 
and prrn r,;.*i on, -;.rvico;oF U.S.* fi rivs
 
and Lhiir iff iIiat.v, to he used to the
 
Wixin',,i exL:nt cnisistent with the
 
notional intertP?
 

2. 	 rAA Sec. 611(c). If contracts for Yes. AID's normal procurement procedure
cons:ruction a,-e to be financed, will 
lth(y he let or. a cocpotitive basis to will be followed.
 
ioa ximum xten t prac ticable?
 

. *AA ,,.c. 6200.)., IF for construction Not applicable.

ri" nc-Ii .,'rr'rpr , will aggregate
- i s 


vaiuue nf a.,istar.c(, to be furnished by

thr., U.S. not e:;.cecd $100 million?
 

C' 	 Ilhfr rR strirtioi .... 

I. 	 ,TA Sec. 201(d). f development loan, The interest rate will be 2, per annum 
is t-int ..- t--e at least 2; per annum during grace period and 3% per annum
dJriurg qr,;ce ,oriod aind at least 3Z per thereafter. annum tlcr,;a fter? 

?. 	 F/\ 'H,c. 301(1D. I fund isestablished Not applicable.
• 16'y by... cotributions and adminis
l:rred hy an international organization,

does imptroller Ge;neral have auditriphts? , 	 • 

3. 	 A.Soec. 62{0(h). Do arrangements They preclude promotion of Oolmmist
 
pr.cI u.Ir ,rc':olinc,ior assi!;ting the Block projects.

roreiji aid proJAects or activities of
 
Cn,mimn!;t-lBloc counLries, contrary to
 

I~~~~~in.r'hiLr.I~o he U.S.?
 

41, I,%A' kIo', 6i( -i). 1, financing not per- Financing for foreign made vehicles is 
:1i't e u'.e','l', without waiver, for not permitted without waiver. 
.. . .. ,i ron le.a:.;, exchange, l .l ri: or 
(if vioter vchicli wanufactured outside
 
(,he U.Sb. or 'i iay of. such transaction?
 

UCLSIFIED
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5., '.411 ,:,;.mtl~:, ,iU;,'pr,'cl udiu use of 

.,,'. to 

of ,11 'l: r tiva'-e or coerce
 
. M II,. pay for p;-forr,'a:ce Not applicable. 

o;'.1i "t,1 

,? ,. ', 

:or clp"ol'4 tler:,j Liu 


t,.r.,'.,.t'. , 	 Not applicable.

i;' l i zed 

1)rpr I.,y? 

c. I,, :,,.:G. L fin~u.' p(,ice ." Financing will not be used for either police

tr:i,0. o" o ...:r' I.i,u:Kc.rc2'., t or law enforcement.
,,' . ,,,,;ra;.,ii ;:cvpt. for r,Jicot i crpo 

d. FA,%... 'i,. ur C!.; :ctivities? CIA activities will not be funded by this loan. 

ns
 ,'. ,.,. I;5. 1',y l;iO , etc., 	 Military pensions will not be financed.
for ii it.;,, i';,,r*cj,rI(:1," 

f. 	 Ap:. :,:.. V-4. Lo ay U.I. assess- U.N. assessments will not be funded by this
 
loan.
 

.. ,.,.:,.. 10z. t'() ,iu', out provi-	 Project funds will only be used by statedSi,,- .. "' ion ' 2 1 h)?11w 'A' " and 
( 


(trnfr,," t, *, lilateral orgc 

.....and 251(h project activities. 

anization 
for Ii ) 

h. A:.,..' ,". ,. to, , ,',,:d 	 No funds will be used for political publicity,for 
,'i,,.(,:.,:~..,
pull ic I',,y ;Pu,.pO5(' 	 or propaganda. 

wi thi,, IU.' . i i t~y,,u l h:1Conqrt.ss? 
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Page 1 of 1 

CERTIFICATION PURSUANT TO SECTION 611(E) OF THE 
FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED 

I CERT[FFY to the Administrator of the Agency for International 
Development that, to the best of my knowledge and belief, Nicaragua 
poc:;Z-,;ses both the financial capability and human resources to maintainand utilize effectively the project to be undertaken pursuant to the 
turm. of' the A.I.D. Loan proposed in this paper. This Loan, between 
the United States of America and the Government of Nicaragua, will 
assit said Government in increasing the accessibility of public
:;ervices provided by municipal governments to the people living in 
their jurisdictions, especially the poor. Provision is being made 
under the progran for technical assistance for the program components
i:n order to ensure effective utilization of a development project of 
thit; 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 
inst itutions.
 

.,./..,_ -/ 7	 ./7./ 

Ddte 	 Ar'hur W. Mudge -

Director 
A.I.D. Mission to Ni'6aragua
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DRAFT LOAN AUTHORIZATION 

Almi 9A, Ch 9. HB .3 
: 

I. TRANSAI:TION CO 	 PAF _

PROJECT AUTHORIZATION AND 	REQUEST F-] A A C,"--O 
FOR 	ALLOTMENT OF FUNDS PART I L C C^I'IG. 2. 00.UMENT CODE 

3. C:,'IN tIii Nily Y 	 00 .U0r I 14''IsII. '.4	 5 

NICARAGUA _..	 .... 
s. ,,I rOT NUMF:n 7.,1,., ". U.o C . ,' OJ TI ,. ; :. .. ,.. ... 

5 2 	 ,A, !.'OL "I coo l:,'[2-019ig [L.A. 1O5a 	 ] 
' 

1E Mnicipal Devejoent
SII,P11 .CT 	 A 1011 TAKCN 9. 1:ST,PL'IIIOD 01p IMPLI:MI:NTAI ION 

A 	 A I 'r¢ 0 V r. IAImIOVAL 

OECISIUN 15 	 L ,.API'Op OVIr.o
 
J OK. IIr-AUTH.!11?EO 
 R$.YR 

10, APPROVED BUDGET AID APPROPRIATED FUNDS (50001 

A. APPRO. B. PRIMARY PRIMARY TECH, CODE E IST FY7 H. 2ND FY_ K. 3nO FY_A. ATIO. PURPOSE,
 
PRIATION COOF C. Ga ANT 0. LOAN F, GRANT G. LOA. I. GRANT J. LOAN L. (0IANT M. LOAN
 

SF&.N 200 ___ 200 3,500 	 , _ 

(1
 

TOTALS 3 0 

-T. 	 4TIc FYl i - j r l' llruti, A 

A. APPlO. 4 - 00. 5TH FY_ LIFE OF PROJECT ALTSOIIr ONAN LOAN 
It:NTCI# APPROPjNIATEPIIArfON 

eAN T I', 	 1, "lls'O, Q. LOAN n, GRANT S. LOAN GRANT ULOAN c 

I Ltlt: OF ,'reojI:ClCii 	 1 ._,500 ., INcrm ,NTAI,. * .... 	 .-.-J4.IF-- LIF O 444 COJCT 

IT.. 	 __.131 	 . . . . . . 

141 	 "PROJU."C T FUNDINGI l l 
.I..') .. ^.,.L-0.. . .. ... , AUTllORI ZEC) THkIU1-... ..... 	 _ . . .._.... -3,[90- . 

I /.. INI IAL iioJir. r ALL O ° (jU0PUNI)INI, '.l.hNr IiI,'JUE.TED'. . ." .I . * . . .. °. .. _. 	 _' 

13. FUNDS RESERVED FOR ALLOTMENT8 hI RE.4,. AI.LJ . 1,JET -O. 
A. 	 APPR(IM' IATIONI .... ...... 

1*,.. ', . 11 ,,I . 

III '.44All I OAF, TYPrO NAML Wth'! 'ki 1f. ili1 X 23F .......... 	 I
 

141 _ -DATE:- - -:" :I-, 	 L;'"...,,, .- _ -. . .. .... ' 	 "

14l. SOUFICE/ORIGIN OF GOODS AND Sr HVICES D 000 1I941 9 LOCAL OTHER CA1 
- , FON AMFNDM ;N1S7 MATURE OF CHANGE PROPOSrZD 

Foil 16, AUT'11-12I) 17.ACTION DATE III,ACTION FLIr NCE ACTION 4w4 .qEECC DATE 
P[ OI ' OF F: L OL I:YM fit). I-e ug. I ..

LL L 
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PROJECT AUTI-IORIZATION AND 

REQUEST FOR ALLOTMENT OF FUNDS 

PART II
 

Name of Country: NICARAGUA 
Name of Project: Rural Municipal Development 
Nunmber of Project: 524-0119 

lur6uant to Pa rt I, Chapter 1, Section 103 of the Foreign Assistance 
Act of 190 , as amended, I hereby authorize a Loan to Nicaragua 
the "Cooperatin;4 Country" of not to exceed Three Million, Five 
Il1ind red Thoiis:nd United States Dollars ($3, 500, 000) the "Authorized 
Ainount" to help in financing cert.in foreign exchange and local 
currency costs of goods and services required for the project as des
cribed in the following paragraph. 

'rlwh Project consists of financial inputs and technical assistance 
to iniL:rease 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, 
'Ill rue Million Fivu Hundred Thousand dollars ("Loan") will be lent 
o the Cooperating Country to assist in financing certain Foreign 

I'x :haiige and Local Currency costs of goods and services required 
1,,r thie Project. The entire amountof the A. I. D. financing herein 
authorizcd for the projec. will be obligated when the Project Agreement 
is executed. 

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

I her,-by authorize the initiation of negotiation and execution of the 
I 'roject Agreement by the officer to whom such authority has been 
delegateLd 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. I. D. may deem appropriate: 



UNCLASSIFIED
 
ANNEX D 

Page 3 of 5 

-2

a. Interest Rate and Terms of Repayment 

The Cooperating Country shall repay the Loan to A. I. 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.I.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 (]0) 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 

Except for Ocean Shipping goods and services fina nced by 

A. I. 1). under the Proj ect shall have their source and origin in 

countries which are members of the Central American Common 

Market, or in countries included in the A. I. D. Geographic Code 

941 except as A. 1. D. may otherwise agree in writing. Ocean 

.hijppinlg financed under the Loan shall be procured in any eligible 

Sml*cC country except countries which are members of the Central 

A e rican Conin-on Market. 

C. Prior to iny disbursenient, or the issuance of any 

coimitrnent docin.s under the Project Agrcement, the Ministrv 
Ot the Government shall furnish in form and substance satisfactory 

to A. 1. D.: 

1. Evidence of the establishment of a Regional
 

Office in Region V staffed with sufficient Field Monitors and other
 

persunnel necessary for the proper functioning of said office.
 

Evidence that the Municipalities and other 

interested parties have received copies of all laws, decrees, and
 

rugklations relating to municipalities and local governments in
 

Nica ragu a.
 

3. Evidence that it and INVIERNO have submitted 

a 	 tine-phased project implementation plan, including counterpart
 

llocLtions.
 

d. Prior to any disbursement or to the issuance of any
 

conirnitnient documents under the Project Agreement, to finance
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consulting services, the Ministry of the Government shall furnish
in form and substance satisfactory to A. I. D. evidence that it hasobligated all funds programmed for this purpose under A. I. D. 
Loan 524-T-031. 

e. Prior to any disbursement, or to the issuance of anycommitm-ent docurnents under the project document to finance
municipal sub-loans the Ministry of Government and INVIERNOshaill furnish in form and substance satisfactory to A. I. D. evidence
that they have obligated all of the municipal credit funds under 
A.I.D. Loan 524-T-031. 

Prior to any disbursement,f. or the issuance of anycoininitment documients ander the Project Agreement to finance
technical assis lancc and training, 
 the Ministry of the Government
shall furnish in formn and substance satisfactory to A. I. D. an im
plementation plan for this Component. 

S Prior to any disbursement, or the issuance of any
031 docimunts
,1mitnmit under the Project Agreement subsequent
ti .11amiaiy 1, I9 78. the Ministry of the Government shall furnish
i.n,form1 and substance satisfactory to A. I. D. evidence that its field
nontAitor systemn has been extended to Region II. 

!I. Prior to anyddisbursement. or the issuance of anyconmndtn1ent documents under the Project Agreement subsequent
lo January 1, 19O, the Government of Nicaragua shall furnish

in form and substatnce satisfactory to A. I. D. evidence that the
Gtjvrninunt of Nicaragua has 
developed a municipal strategy

immIlinrg:
 

1. An expanded concept of the role of the mu
nicipality in develop)-nent. 

2. Specific steps which will be taken to increase,immnicipal revenue through municipal self help measures and throughbroader sharinRg by the municipalities of the national revenue. 

3. Methods of fostering greater inter-municipal 
coope ration. 

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 111 citizens with special attention to those 
with limited income in boLh the rural and urban areas. 

i. Borrower shall covenant to budget adequate amounts 
to naintain thu ongoing viability at the municipal credit fund and 
the reccurring operating costs of the municipal development orga
,iizatioun to carry on the project activities a.fter the A. I. D. project 
disbu rsements are completed. 

,JRC/in1fg 
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BQ'
,1 E.ICT ;A;I!IAfI DOCUMENT 
* 
 , ,,.s,., (). N . Palai 0 I6, 

1 !I ;1r rk t % I[ II 

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

Suflor Encargado dc Negocios: 

i.l j'prop6sito do csta carta es confirmar a usted, las conversaciones soste
ni.las entre reprosentantes del Gobierno de Nicaragua y funcionarios de la
 
Agei.cia para cl Dusarrollo Internacionai de los Estados Unidos (AID), acer
ca tl interes do nuestro Gobierno en ampliar su Programa de Desarrollo Mu
nicipal, para lo cual solicita asistencia financiera de AID.
 

E. Vrng~avu;a do De~a::rollo Municipal es uno de los instrumentos de la polfti
c. cjcncral del Gubierno, do mejorar la calidad do la vida de los ciudadanos
 
cn uu:; propios lugaros do origen, en forma do propiciar la descentralizaci6n
 
l[ dcosa:rollo. Klsto objetivo genoral est contemplado on el Plan Nacional 

dc-,Rconstrucci6n y Desarrollo 1975-1979. El Programa se propone b'sicamente 
..u..; cosas: a) fortalecor las capacidades administrativas y financieras de 
los gobierrios locales (muhicipales) en base a estudios generales, capacitaci6n
 
de personal local y asistencia tecnica y b) brindar asistencia financiera a 

m.' mdiante la concesi6n do prestamos reembolsables para prounicialidads, 

7/CC(':to OSP I:ico:o autofinanciables.
 

C,. l. fin do iocyjar cstos prop6sitos el Gobierno osta' tomando las siguientes
i,,'didaw;: a) ctA procediondo a revisar la Loy Organica de Municipalidades 
:O:/111irao, a organizar el dosarrollo municipal, modernizar -uadministracion y

iW.. io:ar uu c.-iacidad financiera; b) cre6 el Dopartamento de Desarrollo Munici
pal. on cl ministerio de la Gobernaci6n para atender los programas de capacita

6
ci. , y ct:is-toncLa t6cnica y estudios generales de problemas relativos al desa
rrollo mu1ii.c:ipal y c) El Ministerio de- a Gobernacion suscribi6 un Convenio 
coa el In.-.tituto do lionestar Campesino (INVIERNO) con el objeto de que esta 
i.,::ti.tuci6n ationda la parto operativa do los crdditos municipales, por su ox
1o-icncia bancaria on las zonas II yV, donde se ha comonzado a otorgar pros
*-;,Jo, oj;L..:ando una especie do plan piloto inicial; d) de acuerdo al mismo 
CD.nvenio, se crc6 un Comit6 Ejecutivo para orientar el desarrollo municipal. 

i'A: iii mn-dio, ol Gobiorno do Nicaragua solicita a .a AID, un prestamo por la
 
canl:i.6ad d US$3 .5 mnilione. (oquivalentos a 24.5 millcnos do c6rdobas) los
 
° conjuntanonte la contrapartida nacional por igual cantidad al
cialcs, con 

~a IJrode U.o.g¢ciAon.
 
.... Jwjwla (1 . o. l:.-;t:ados Unidos do Alnirica
 

i'dt.Awkjua, Wicaragjua.
 

.x. . -UNCLASSIFIED 
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1( M ul I e/ 11 rk 

prL'rwuo solicitido, scran utilizados on un perlodo de cuatro afios para los 
.)opositos d rograma, segun el cuadro anexo. En el anexo so explicanlosjl

Ctos componcntoe dcl programa con sus respectivos requerimientos financieros: 
el Componente del Fondo de CredLto iunicipal y el de Asistencia T'cnica y Ca
pacitaci6n. 

Ia suma total del capital del fondo se usara para otorgar sub-prestamos a las 
.,unicipalidades para estudios de factibilidad de proyectos, inversiones fijas 
y capital do trabajo do proyctos, tales como construcci6n dc mercados, mata
d.ros y otros biones p'blicos de importancia. Los recursos del segundo compo
nente del Programa seran destinados a estudios generales, asistencia tecnica
 
y capacitaci6n.
 

Mo place informaric quo esta solicitud de cr~dito ha sido sometida a la consi
doraci6n del Consejo de Planificaci6n Nacional, el que le otorg6 la prioridad
 
corrospondiente por considerar de importancia el Programa a que los fondos 

+r~n
dustinadoo.
 

hj,)rovecho comrlacido la oportunidad para reiterarlo mis altas mucstras de
 
aprecio y considoraci6n.
 

ROSTRAN
VJ. ANTONIO MO 

nistro doe la G ernaci6n 

Lic. Manuol Contono Cantillano
 
Secrutarlo do 1:i Prosiduncia.
 

Ti.c. rR.cardo Paiialcs S. 
N.Inistro-Dircctor. 
D irucci6n do Planificaci6n Uacional 

Ing. Gustavo 06r.icz Casco 
Gorante Gcoral do INVIERNO 

Aflcxo. 

I + : + + ,++ FIED+,i-++ +. ++ + i 

C L IE D",5,51, 
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BEST AVAILABLE DOCUMENT 
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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POPULATION OF TARGET MUNICIPALITIES IN REGION II, 1975 

Department & Municipality 

Department of Leon
 
Nagarote 


uepartment of Managua 
El Carmen 
Mateare 
Sn. Fco. del Carnicero 
Sn. Rafael del Sur 
Tipitapa 

Department of Masaya 
Masaya 
Catarina 
La Concepci6n 
Masatepe 
Nandasmo 
Nindirr 
Niquinohomo 
Sn. Juan de Oriente 
Tisma 
Ticuantepe 

Department of Granada
 
Granada 

Diri6 

Diriomo 
Nandaime 

Department of Carazo 
Ji notepe 
La Conquista 
Diriamba 
Dolores 
La Paz de Oriente 
E! Rosario 
San Marcos 
Santa Teresa 

Totals: 28 Municipalities 

Percentage 

Total 

14,908 

11,619 
5,871 

9,518 

23,434 

26,983 

58,529 
3,336 

12,636 
14,648 
3,636 
9,974 

6,208 
1,303 
3,790 

N/A 

59,740 
3,146 

10,574 
17,961 

24,652 
3,354 

33,749 
1,974 
2,035 
2,109 

11,678 
10,871 

388,236 

100% 

Urban 

9,309 

1,124 
1,797 

1,131 
4,384 

9,545 

40,907 
2,306 
3,841 
8,505 
2,918 
3,284 

3,063 

801 
2,141 
N/A 

50,094 
2,394 
5,168 
7,621 

17,984 
713 

16,079 
1,528 
1,121 
1,323 
4,721 
3,574 

207,376 

53% 

Rural 

5,599 

10,495
 
4,074 
8,387
 

19,050
 
17,438
 

17,622 
1,030 
8,795 
6, 143 

718 
6,690
 
3, 145 

502 
1,649 
N/A 

9,646 
752 

5,406 
10,340 

6,668 
2,641 

17,670 
446 
914 
786 

6,957 
7,297 

180,860 

47% 
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POPULATION OF TARGET MUNICIPALITIES IN REGION V, 1975 

Department & Municipality Total Urban Rural 

Department of Leon 
San Nicol6s 

Department of Matagalpa 
Matagalpa 
Ciudad Darro 
Esquipulas 
Matigu6s 
MuyMuy 
S6baco 
San Dionisio 
San Isidro 
San Ram6n 
Terrabona 
Rro Blanco 

Department of Jinotega 
J inotega 

3, 898 

68,036 
25, 788 
8,144 

31,951 
6,307 

10,633 
3,637 
7,659 

16,299 
9,067 
N/A 

80, 874 

263 

24,562 
6,858 
2,697 
2,812 
1,970 
3,754 

870 
2,764 

853 
1,068 

N/A 

12, 804 

3, 635 

43,474 
18, 930 
5,447 

29,139 
4,337 
6,879 
2,767 
4,895 

15,446 
7,999 
N/A 

68,070 
La Concordia 
Sn. Rafael del Norte 
Sn. Sebasti6n de Yalr 

4,613 
8,314 

11,141 

1,024 
1,906 
1,644 

3,589 
6,408 
9,497 

Department of Esteir 
Estel r 
Condega 
Pueblo Nuevo 
San Juan de Limay 
La Trinidad 

40,743 
14,778 
11,470 
9,715 

13,879 

24,903 
3,761 
1,801 
2,315 
3,980 

15, 840 
11,017 
9,669 
7,400 
9,899 

Totals: 21 Municipalities 386,946 102,609 284,337 

Percentage 100% 27% 73% 
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DETAILED FINDINGS ON CHECCHI EVALUATION OF MUNICIPAL
 
DEVELOPMENT INSTITUTES 

The following comments are the highlights of the evaluation report
 

di.v.ided i.nto the major 
functional areas, subprojects, technical assistance
 

and training. 
 In addition, the report evaluated the MDIs as institutions
 

and the major conents have been included below.
 

Municipal Subprojects
 

1. The majority of the subloan activity reached small and intermediate
 

cities. Some loans were made to large cities. 

2. The individual beneficiaries of municipal projects funded by the
 

MJ)Is are in the great majority small-town, low-income people of both sexes. 

S. The municipal subprojects are primarily social and secondarily 

economic in their effects on the users. 

h. Experience has shown that project failures are most often
 

,attributed
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 

nuces-sary levels. 

Tecfnical Assistance Programs 

1. 
 The MDI's help with surveys of development problems and diagnosis
 

of devlJopment service needs in the municipalities. 

;'. The various technical assistance programs develop long-range 

teoveutcs and financial projections for the municipios. In addition, the 

f)lRi a:::i ;t in the organization and administration of municipal government 

personnel, so as to encourage greater stability, productivity, and professionalism. 

3. Technical assistance programs have promoted the establishment of 

better communication and collaboration between municipal governments, 

UNCLASSIFIED 
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community development or neighborhood associations.
 

)t. The MDIs' technical assistance programs were found to be
 

inadequate and insufficiently linked to training programs.
 

Training Programs 

i. 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 regulaxly with technical
 

assistance and evaluation, nor have training activities been sufficiently
 

tled to the production and distribution of manuals.
 

MDIs as Institutions
 

L. 
 The MDIs have provided the municipalities with useful and
 

blwneCicial projects and with some basic administrative tools. 
Their
 

prgvnwns have channeled support from the national level to municipal 

[governments which were to a 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. 

3. Financial planning and management within the MDIs has been
 

weaJ. 
 Most MDIc would benefit by assistance in using the budget process 

as a inancial reflection of, and management tool for, 
a better program design.
 

)J. Historically, the MDI has been based in tne 
capital city.
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"-CW. COOPERATING AGREEMENT BETWEEN THE MINISTRY OF
 

Alnisterio 	I la Co.rnac, 6nGOVERN1ENT AND THE VICE-MINISTRY OF URBAN -PLANNING 

M ,In-p,, 	 PL8o NacionlD.N. 

Departarnento do
 

Dearrello Municipal
 

CARTA DF,DPIIP1LTN'ACIOi 

MINISTERTO DF, 1,~A G."O 

El Ing. J. Antonio Mora R. on su salidad do Hinistro do la Go
bernaci6n, y el Arl. 2vn Goorio Petoraq on su caracker do Vice-
Xiniotro do Vlanilicaci~n Urbana. 

C 0 N S,I D E f? A 14 D 0--

Is-	 Quo debido a la filozofia do nuestro Goberaanto, Goneral 
do Divioion Don n-,.otasio Somoza Dobaylo, y a ou conatan
to proocupacifn do dotar do iit.raestructuras b~aices a la 
Ropfblica y de fortalo or la Gosti6n do aus gobiernoa .lo
oalas, la cu:al cera c. efoctiva ou eutrooba unidad do 
prop6sitoo con las Instituciones afinea al FroGrama do Do 
adekollo Hunicipal. 

110- Quo '2.Xiistorio do la Gobernaoi6n, do conformidad con 
el Art. 210 do la Consttuci6n Nacional Politica, do la 
Ley Creadcra do Hinistorio do Estndoo y otras dopenden
ciao dol 'oderEjacutivo y isua REfornae, y do la Ley O 
CAnica dol Dintrito HZacional y do I.1unicipalidades Vigon 
toe, tithe anu cargo la aprobaci6n do lo:i Planes do Ar 
bitrios y 1rc'upuorto, aol coco la vigilancia do las M'u 
nicipalidadus y Is biviaoi6n Politica Intordepartamentale 

III*-	 Quo el Vico-4iniotcrio do Planificacen 0s una entidad 
oxperta e,, planeanicnto Urbano-Regionall Urbano-Local y 
Auoeaora 	en Dosaarollo Municipals
 

IV.-	 Quo es aumamento necesario, quo tanto el Vinistero do Is 
Gobernaci6n, como al Vice-Miniaterio do Flanificaci6n Ur
bana, a t.:v.,-vs do una outrooha coordinaci6n, con el obje
to fundamental do vivualizar los lnoamioantoo par& la. ab
tonci6n do logrob pooitivon on lou Planeu, Irorramao y 
Proyectos Ce loe Gobit.i-uoo Localou, quo redundon en bone
ficio dol dbCnvolvimieklto 1;acioafnl, 
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A4inIterio dc GoLernaci6n 

M,nti,, D.N. Pl.,o Nacollon 
Departamento do
 

Demarrollo Municipal
 

A 0U ERD A N:s
 

FIRMAfl LA P1RESE-;:u CARTA DE 114PLENENT1ACION QUE COM1PREIME LAS SI-
GUIT147tTZ UUEAA; GE:IEWrZI 

1.-	 A solicitud del Ilinistorio de Goboriaci~nq ol Vice..Minis 

terio do Planificaoi6n Urbana, proporcionar& al Departa

mento de Desarrollo Municipal, en lo quo so refiere a la 

Gesti6si Municipal 10 Di~uientel 

a) 	Aoezoratiento en la formulaci6n de planes y progra

mas para capacitagi~n y entrenamiento del personal
 

municipal@ on donde exista afinidad con el Vioe-4ii

ni-Dtro de Planificaci6n Urbana*
 

b) Aseboramionto en Planificacign Urbana para el doearro
 

lo del programa y Asistencia Ttcnica del wismo,
 

a) 	E1 asesoramiento informativo en la Planificaci~n del
 

DD.M. en los estudios do factivilidad do la aontruc

ci6n do mataderos y corcados ete,
 

d) 	Informaci6n ostadistica en oirtau taman necosarian
 

para Planificaci6ni
 

2s-	 El Hiniaterlo do la Gobernacl6a y el.Vic.-Miniaterio de
 

Planifioaol6n Urbana, se coordinan para la realizaoi6n
 

do los puntes enoionados en *1 presento documonto por
 

medio do los delegados o representantes del D.D.M. y la
 

Socoi6n do Planifioaoi6n Urbana-Regional y Asesorla Hu

nicipal, disignadoe par ambas Inatituciones,
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, Annex :l 
I 	 'Allo delDeawrollo AgTo.Jndusgtdal 

Miniterio d Inj Goernci6n 

NI.naLia, D., N. P613cio Nacional 
Dcpartamento de
 

Desarroilo Municipal
 

En fo de lo cu.ls firmamoo 91 presenxte convonio on la ciudad do 
Hanagual Do 11. a Ion dils del meon 19 

J. ANTON-'O I-ORA R. 	 IVAN OSORIO PETEV.3
 
Minlstro 	de In Gobernaci6no Viee-inistro 

Planificaci6n Urbana* 

imvE
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M inisterio de Ia Go ,crnci6n 
Mangua, D. N. UNCPL ANALYSIS QUESTIONNAIRE 

Departamento de 
Desarrollo Municipal 

I t l~ l ll l l lI I~ I1.;|I! 1 1 11 1 Ittll 

FORMULAR1O MCA':TFORMVCION 
UNLASIIE
 

PARA EL TVSTUDIO
 

i l i l iL AS II
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104-Ago 	 del Dcm .o A .Is . tW-Annex J 

Ministerio I la Go!ernac[Sn
Managua, D.N. f,.lado Naono.l 

Deparlamento do 
Donarrollo lunilolpal 

MINISTERIO DE LA GOBERNACION
 
DEPARTAi'IE:NTO DE DESARROLLO MUNICIPAL 
DIVISiON DE ESTUDIOS 'ESPECIALES
 

Nombre del Entrevistador
 

Grado de la-Capacidad Administratiga de,*l6s G6bierh6s L6ddId........... 

Ndmero de la-Entrevista (,) ( ) 1-2 

to. 
Nombre del Municipio .........
 

Datos Personales del Efidtfeistad--. .................... 	 .....
 
1) Cargo 

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

i. Estado Civil 1. Soltero 2. Casado 3. Viudo 4.'Unido Libre ( ) 4 

4o. Edad 

1. tpenos de 20 aiios 	 4. de 31 a 35 aflos
 

2. de 20 a 25 	 5. de 36 a 40 C) 5 

3. de 26 a 30 	 6. m~s de 40
 

5o. 	Profesi6n u 
oficio
 

6o. 	Datos culturales ........ 

Curs6 

1. Primaria 	 4. Otros estudios
 

2. 	Secundaria 5. No ha estudiado
 

3. Universidad 	 Si responde 4
 
Cual ? 	 ()6 

7o. 	Cual es el 6 ltimo aho cursado?-
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AMinisterio de la Goernac6n
 

Manaus, D.N. -2- Pto Naci0 lo
 
Departamenio do
 

Delarrollo Municipal
 

De la Tributaci6n V Recaudaci6n
 

8o. Tiene un plan o programa de recaudaci6 n?
 

1. Si 2. No. 

Si responde (1) en que consiste el plan
 

Si responde (2) porque no lo tiene;i y como se puede mejorar el plan.
 

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

o. Existe cantidad de pago de los contribuyentes?
 

I. Si 2. No :' ( ) 8 

10. C6mo hace el registro? 

1. Tarjeta 2. Libro 3. Cuaderno ( ) ( ) ( ) 9-11 

. . .
 
Cada cuanto efect6a la recaudaci6n?
11. 

1. Diario 2. Semanal 3. Mensual 4.Anual ( ) ) ) (( ) 12-15 

........ 
12. CuaI le resulta mejor 


13. Porcentaje de contribuyentds c'lO'fiO'son controlados_ 


14. Cuantos colectores existen y como los controla?
 

.................
15. c6M6s 6-a'a'16sd61dt6e6?.................. 


1. Sueldo fijo 2. Porcentaje 3. Ambos ( )16
 

Caso responde 2 o 3 cul es el porcentaje
 

16. Fxiste control de impuestos a negocios similares.................
 

1. Si 2. No UNCLASSIFIED ( )17 

7 
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i u 

Ministerio de la Gobernacion
 

Mna.u,, D.N. -3- Polcio Naconal
 
Deparlsmento do
 

Deserrollo Municipal
 

a Del Presuouesto 

17; Morito presupuestado de egresos anuales 

Afio Monto aprobado Monto real Diferencia 

1973 .. . . .
 

d974 .. ........... ......
 

1975,__LL__"_..
 

1976 	... ..........
 

B. C 6 *tegisted'1'I gi Uesto - 6icj6-isa ese sist~nid""" 

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

-...C.......................... ..................
 

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

19. 	De "16 " l P6pu o ; ld " "6a 66zimlid6
6 ridrea-"
 
liz6 :
 

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

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

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

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


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


, 	 ....... ...
 

20. 	Tiene usted'aigfi' .qre6'4Ue'nzd t6-cfit(mpladd6ei.el-p5i& s-d 

to?
 

1. si 2. 	No ( ) 18 

Si 	responde (1) Curles?
 

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

pales?
 

1. Si UNCLASSIFIED 2. 	 No ( ) 19 
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hAfo del DczarroUo AG-led~~ 

Ministeri0 de la GoLcrnaci6n 

Manoos", D. N. P.IloCo Nocional 
Departamento do
 

Dosarrollo Municipai
 

-4-


Si responde (2)
 

Necesidades que no abarca el presupuesto:
 

. . . ~, .. ~ ~..... ~ ~. . ... ~ ....".... ~ ~.... . . ... . . . ... . . . .o . . .. . . 

22. Mo.t"p.espestado deingtes6s....................................
 

"'Afio Monto aprobado Monto real Diferencia
 

.. ..... 
1973 " 


1974'
 

1974.. ............ . .......... ..........
 

2.C6mfo regist e 37jptdupucsto de ir'-sos y porqu6 iOsd dt-istema.
 

6 de6'ifg6 ........................ene'istm
24. 24..Si66ohd ...!r'l6fitesupeso....................... sods
1gs y prtu 


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

616s'mdo-.................
25. S6ini6de 


1. si 2. No ( )20 

Si responde (i.)enque consiste y motivc porque lo usa 

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

. ..................
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1lA C6 

M ifisterlo Ie la Gobernaci6n
 
Manasua, D.N. -5- Palacto N°cional
 

Depaviamento de
 
Domarrotlo Municipal
 

x. Contabilidad 

26. Existeiniventario de los bienes de la Alcaldia?
 

1. Si 2. No C) 21 

Si responde (1) en que consiste 

Si responde (2) porque no existe 

. . .. 	 ..~~~ .. . .. ..... . . ... . . . . . .... .. .. . ... . . ... . . . . .. . ..... . . . .
 

27.~~~~t o e c j ?. ~~'~ 	 Ll g . ............................................
 

27. Lld~ c6rte6I dedcijd? --------- ----------------------------

1. Si 2. No 	 C) 22 

Si responde (1) en que consiste
 

Si responde (2) por que no lo llevan
 

28. LI6Vicg~ "6zP61 "4stddid~c6?....................................
 

1. Si 2. No. 	 ( ) 23 

Si responde (1) en que consiste
 

$i responde (2) porque no Ileva
 

............ - ... - .. ... 	 ..
 

...... ... .. .. 
•....o . . . . . •. ..... .. .... . . . °. . . .. .... . . .....° . ... - • • ..
. . .


29. Ti4d6" tddaa 6s'n "iic"dir6'd'if6n6S",5I "Tbna,I'dCuen£i?
 

1. Si 2. No (.) 24 

Si responde (1) por que 

UNCLASS T FIED 
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*gr@.datda 

Ministerio le l Gobernacl6n 

Mana., D.N. 
Departamento do 

Dobarroilo Municipal 

-6- P.Lio Nolonal 

30. Tiene problemas para llenar el Estado de Cuentas" 

1. si 2. No ( ) 25 

Si responide (1) indicar los motivo: 

..... ....... ....-.-. .. ................ ------. 

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

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

..................... I..................... 

31. Necesita entrenamiento para lievar el Estado de Cuentas? 

1. Si 2. No (26) 

UNCLASSIFIED
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AWo del Desarnillo Agra.Iadustirla Annex J 

Ministerio de , Gobernaci6n
 
Man.sua, D. N. -7- Pdtac6o Nocio.l
 

Departomento do
 
Dosarrollo blunicipsi
 

x Aspectos Generales 

32. Had Dep4dedria convenientes cradas ,por la alcaldia?
 

1. Si 2. No ) 27 

Si responde (1) indicar su gerarquia 

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

..... r..m........................... •.......................
 

33. Titi 6bras 'n nrehaV? --------------- *---- ------

1. Si 2. No ( ) 28 

Si responde (1) anotar clase de obra, entidad financiadora, entidad
 
ejecutora, duraei6n de la obra:
 

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


34. Ti i..R g.amc.nt6"I.t.rn6? ... - ................................
 

1. si 2. No () 29
 

Si responde (1) anotar tipo de reglamento
 

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

35. CI&6r'I 6bjc 'bei\,Os piile'eI'6'ai"dd~6? ................
 

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

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

UNCLASSIFIED.. 
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uJlo del DaatrrolO Agro.Iudustdf1r Ane'~~ ~ ~ 
v *%A 

660, 

Ministeirio de a Gobernaci6n 

Memew, D.N. 	 '-t',acto Nocional 
do
 

Delorrollo m1unicipal

Dcpartsmento 

34. 	 Indique el nombre de las personas que colaboran con el Se

fior Alcalde en'la toma de decisiones.
 

Cargo
Nomrbre 


_ .. - - .	 . ... . . . . . . 

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

35. 	 C6no y cada cutnto se reunen los del Concejo?
 

3.................."p 	 .e..e..r Vg~dr...................
 

-----------.-----------------

. . .	 . . . . . . . . . . . .-- ... 	 .. . . ...... . . . 

noet. 	 UNCLASSTFIED
 



UNCLASSIFIED 
ANNEX K 
Page 1 of 6 

CALCUILATIONS 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
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Daily Average Costs* For Training Seminars and Courses
 

Type Numbers Unit Cost 

I nsLructor 1 day $ 75.00 

i'(r 1)iem for the Instructor 1 day 15.00 

Per Oiem for Participants i participant/day 15.00 

I'ucational Materials 1 participant 15.00 

1 day1ent 15.00 

DidacLic Equipment 1 day 20.00 

(can be purchased or rented) 

X Co:ts 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.
 

UNCLASS'IED
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MUNICIPAL TRAINING PEOGRAM
 
1st Year
 

Length of Number of 
Type of Training Training Regions Participants Cost 

(days) 

2 II and V 20 1,150 
1) Scminar on Municipal 2 II and V 49 2,455 

Development 2 Others 40 2,050
 
2 Others 40 2,050
 

2) Basic Municipal Accounting 10 
 II and V 14 3,560
 
15 II and V 15 5,475
 
15 II and V 15 5,475
 
15 Others 15 5,475
 

3) Municipal Finances and 10 II and V 14 3,560
Budgeting 
 15 II and V 15 5,475 

15 II and V 15 5,1475 

4) Seminar on Community 2 II and V 24 1,330 
DcveJ.opImcnt 2 II and V 25 1,375 

2 Others 40 2,050 

Total for 1st year 109 341 
 $46,955
 

I~fcrs to other interested municipalities in Nicaragua 
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MUNICIPAL TRAINING PROGRAJM
 
2nd Year
 

Length of
Type of Training Number of
Training 
 Regions 
 Participants 
 Cost
 
(days) 
 C
 

) Basic Municipal Accounting 15 
 II and V 
 15 
 v-475
 
15 
 II and V 
 15 ,475


Others
15 15 5,475
 
2) Municipal Finances and 
 II and V
Budgeting 

15 15 5,475

Others
15 15 5,475
 

3) Secretarial Services 
 iI and V10 10 2,900 
II and V10 10 2,900 

4) Tax Administration 
II and V10 15 3,875
II and V15 10 4,275

5) Scminar on Regional 2 
 II and VDevelopment 2 
20 1,150


II and V 20 1,150

Others
2 30 L,600
 

6) Seminar on Community 
 2 II and V 40 2,050Development
 

7) Municipal Administratioa 
 10 II and V 15 3,875
II and V10 15 3,875
 

8) Project Management 
 15 II and V 15 55475 
15 II and V 15 5475
 

Totals 
 168 290 65,975
 

UNCLASSIFIED
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MUNICIPAL TRAINING PROGR
 

3rd Year
 

Number of
 
Type of Training 
 Length of Regions Participants Cost
 

Training
 
(da) 

1) basic Municipal Accounting 15 II and V 
 15 5,475
 
15 II and V 15 5,475
 
15 Others 15 5,475
 

2) Municipal Finances and Budget 15 II and V 15 
 5,475 
15 II and V 15 5,475 
15 Others 15 5,475 

3) Cadaoter Management 10 II and V 10 2,900 
10 Others 10 2,900 

11)L',crctarial Services 10 
 II and V 15 3,875 
10 Others 10 2,900 

5) P'rojecl, ManagemeL; 15 II and V 15 5,475 
15 II and V 15 5,475 

0) Seminar on Urban Planning 3 II and V 20 1,575 
3 II and V 20 1,575 
3 Others 30 2,175 

7) Seminr on Regional 2 II and V 15 925 
1)'v lopmint 2 Others 30 1,600 

8) NationA Seminar on Municipal 2 National 300 14,230
 
D:velopment i 3 National 300 19,845
 

Totals 
 177 
 880 98,300
 

[ 
 :prakers will be brought in from outside of Nicaragua thereby increasing
 
the cost of the instructor. Instructor costs for two guests are estimated
 
at $250/day with $40.00 per diem.
 

UNCLASSIFIED
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MUNICIPAL TRAINING PROGRAM 
4th Year 

Type of Training_ 
Length of 
Training Regions 

Number of 
Participants Cost 

(days) 

1) Basic Municipal Accounting 15 II and V 15 5,475 
15 
15 

Others 
Others 

15 
15 

5,475 
5,475 

2) Municipal Finances and 
Budgeting 

15 
15 

II and V 
Others 

15 
15 

5,475 
5,475 

3) Seminar on Community 
Development 

2 
2 

II and V 
Others 

49 
40 

2,455 
2,050 

4) Secretarial Services 10 II and V 15 3,875 
10 
10 

Others 
Others 

15 
15 

3,575 
3,875 

5) Project Management 15 II and V 15 5,475 
15 Others 15 5,475 

6) fluminaw on Public Relations 2 National 300 14,230 

7) Seminar on Urban Planning 3 National 300 19,845 

8) liegional Seminar 
Development 

on Regional 3 
3 

II 
V 

100 
100 

6,375 
6,375 

3 IV 100 6,375 
9) Tax Administration i0 

10 
II and V 
II and V 

15 
15 

3,875 
3,875 

10) National eminar on 

Municipal Development 

3 National 300 19,845 

Totadl 176 1,469 135,250 

UNCLASSIFIED
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SUMMARY OF MUNICIPAL DATA BY DEPARTMENT AND REGION II 

(US ) 
REVENUES EXPENDITU RES 

REGION II Total Municipality Central Government Total Municipality Central Government Lendinp Cash Balance Public Works 

I Leon 
" 

73 
74 

..... 
23,551 6,915 16,636 19,487 17,128 2,359 

3,262 
7,326 

N/A 
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 41,261 44,733 88,940 83,247 5,693 11,166 52,541 

5 Managua 
" 

73 
74 

-
391,230 

-
129,820 

-
261,410 

-
218,733 

-
175,341 

-
43,392 

19,440 
191,937 

N/A 
77,418 

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 

Total 1,183,595 676,357 507,238 1,052,013 977,789 74,224 505,340 472,707 

10 Masaya 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 91,185 353,470 329,467 24,003 59,885 66,639 

76 582,839 464,840 117,999 501,244 485,306 15,938 141,480 175,039 
Total 1,320,259 1,013,200 307,059 1,222,162 1,171,500 50,662 294,986 358,565 

73 - - - - - 4,205 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 Carazo 

u 
73 
74 

-
261,368 

-
193,402 

-
67,966 

-
226,748 

-
212,814 

-
13,934 

22,857 
57,477 

N/A 
44,473 

75 251,730 211,737 39,993 267,041 255,673 11,368 42,166 59,634 
76 303,/14 254,864 48,850 303,987 289,793 14,194 41,893 87,694 

816,812 660,003 156,809 797,776 758,280 39,496 164,393 191,801 

73 - - - - - - 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 

Total Region II 4,767.752 3,578,863 1,88t889 4,434,214 4,223,173 211,041 1,113,320 1,263,637 
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SUMMARY OF MUNICIPAL ACCOUNTS DATA 
(USS 

REGION II - Departments of Leon & Managua Total 

RE VE NUES 
Central 

Municipality Government Total 

EXPE NDITURES 
Central 

Municipality Government 
Ending 

Cash Balance 
Public 

Works 
Nagarote - Dept. of Leon 73 

74 
75 
76 

-
23,551 
27,486 
34,957 

-

6,915 
14,365 
19,981 

.--
16,636 
13,121 
14,976 

19,487 
34,550 
34,903 

17,128 
33,276 
32,843 

2,359 
1,274 
2,060 

3,262 
7,326 

262 
316 

N/A 
10,545 
24,249 
17,747 

Total 

Tipitapa - Dept. of Managua 73 

74 
75 
76 

85,994 

--

265,712 
188,416 
219,512 

41,261 

-

88,594 
154,808 
171,187 

44,733 

-

177,118 
33,608 
48,325 

88,940 

--

137,108 
226,638 
220,591 

83,247 

129,387 
219,293 
286,751 

5,693 

7,721 
7,345 
13,840 

11,166 

3,134 

131,738 
93,516 
98,437 

52,541 

N/A 
46,892 
109,436 
120,294 

Total 
San Francisco @I Carnicero 73 

74 
75 
76 

67",640 
. 

22,682 
18,393 
26,471 

414,589 
..... 

1,168 
1,582 
2,308 

259, 051 

21,514 
16,811 
24,163 

584,337 

7,140 
10,518 
22,307 

555,431 
.... 

6,294 
10,328 
22,035 

Z,906 

846 
190 
272 

320,825 
1,776 
17,318 
25,193 
29,357 

276,622 
N/A 

4,449 
6,858 
9,821 

Total 
San Rafael del Sur 73 

74 
75 
76 

67,546 
-

77,947 
60,067 
81,898 

5,058 
--

34,920 
26,445 
33,573 

-

62,488 

43,027 
33,622 
48,325 

39,965 
--

60,067 
66,293 
77,222 

38,657 

26,445 
64,889 
70,568 

1,308 

33,622 
1,404 
6,654 

73,644 
7,844 

25,724 
19,498 
24,174 

2'7T 8 
N/A 

25,478 
1,314 
28,354 

Total 
El Carmen 

Total 

Matearn 

Total 

73 

74 
75 

76 

73 
74 
75 
76 

219,912 
--

12,621 
12,224 

18,689 
43,534 

--
12,268 
61,588 
105,107 
178T,963 

94,938 

1,864 
3,818 

6,608 
12,290 

-
3,274 

53,182 
93,086 
149,482 

124,974 
--

10,757 
8,406 

18,081 
31,244 

--
8,994 
8,406 
12,081 
29,481 

203,582 
--

8,897 
19,084 

16,949 
44,930 

5,521 
67,151 
106,527 
179,199 

161,902 

8,183 
18,781 

16,762 
43,726 

5,032 
66,982 
106,059 
178,073 

41,680 

714 
303 

187 
1,204 

489 
169 
468 

I,126 

77,240 
3,121 

6,845 
15 

1,725 
11,676 

3,565
10,312 
4,749 
3,329 

21,955 

55,146 
N/A 

-
1,201 

8,772 
9,973 

59 
52,788 
56,459 

109,838 
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SUMMARY OF MUNICIPAL ACCOUNTS DATA 
(US$ 

RE VE NUES EXPE NDITURES 

Central Central Ending Public 
REGION II -Department 

Totals 

of Managua 
73 

Total 
-

Munic!l-ality 
--

Government 
--

Total 
-

Municipality Government Cash Balance 
19, 440 

Works 
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 

I,183,595 676,357 507,,38 1,052,013 977,789 74,224 505,340 472,707 
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SUMMARY OF MUNICIPAL ACCOUNTS DATA 
(USS ) 

REGION II - Department of Masaya 

Masaya 

Total 

Catarina 

Total 
La Concepci6n 

Total 
Masatepe 

Total 
Nandasmo 

Total 
Nindirr 

Total 

73 
74 
75 
76 

73 
74 
75 
76 

73 
74 
75 
76 

73 
74 
75 
76 

73 
74 
75 
76 

73 
74 
75 
76 

Total 

-

275,365 
273,671 
403,683 
952,719 

--
8,107 
6,191 
7,581 
21,879 

.-
14,566 
14,619 
.13,758 
47,943 

-
33,734 
23,065 
31,012 
87,811 
--
5,473 
12,325 
6,628 

24,426 
--
12,879 
11,580 
72,559 
97,018 

RE VENUES 

Municipality 

--

242,884 
231,126 
357,228 
831,238 

--
2,174 
2,148 
2,703 
7,025 

--
3,552 
6,678 
7,521 

17,751 
--
20,131 
13,139 
16,965 
50,235 
--

55 
7,823 

991 
8,869 

--
2,043 
3,639 

61,339 
67,021 

Central
Government 

--

32,481 
42,545 
46,455 

121,481 

--
5,933 
4,043 
4,878 
14,854 
--
11,014 
7,941 

11,237 
30,192 
--
13,603 
9,926 
14,047 
37,576 
--
5,418 
4,502 
5,637 

15,557 
--
10,836 
7,941 

11,220 
29,997 

Total 

291,388 
286,551 
340,936 
918,875 

--
4,398 
4,221 
4,120 
12,739 

--
12,302 
9,912 

26,325 
48,539 

--
35,589 
21,505 
29,086 
86,180 

--
1,557 
5,627 
12,556 
19,740 

-
4,889 
5,946 

44,708 
55,543 

EXPE NDITURES 
Central

Municipality Government 

-- -
285,568 5,820 
266,291 20,260 
331,589 9,347 
883,448 35,427 

--
4,132 266 
3,924 297 
3,979 141 

12,035 704 
.2,136 
11,806 496 
9,695 217 

26,007 318 

47,508 1,031 
-- --
33,115 2,474 
18,766 2,739 
25,735 3,351 
77,616 8,564 

--
1,315 242 
5,603 24 
12,472 84 
19,390 350 

--
4,312 577 
5,819 127 

44,597 111 
54,728 815 

Endino 
Cash Balance 

33,246 
17,223 
4,343 

67,090 
121,902 

1,027 
4,736 
6,706 
10,167 
22,-636 

4,400 
9,107 
1,540 

17,183 

668 
2,228 
4,154 
9,573 

3,916 
10,614 
4,686 

19,216 
1,535 
9,525 

1,159 
4j,010 
69,229 

Public
Works 

N/A 
77,322 
49,586 
94,511 

221,419 

N/A 
3,179 
2,534 

647 
6,360 

N/A 
5,455 
2,998 
17,419 
25,872 

N/A
23,537 
7,389 
3,883 
34,809 

N/A 
980 

1,079 
7,182 
9,241 

N 
1,351 
1,201 
4,546 

44,098 
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SUMMARY OF MUMCIPAL ACCOUNTS DATA 
(USS ) 

RE VE NUES E XPE NDI TURES 

REGION II - Departmient ofMasaya Total Municipality 
Central 

Government Total Municipality 
Central 

Government 
Endina 

Cash Balance 
Public 

W~rks 
Niquinohomo 73 -- -- -- -- -- 760 N/A 

74 
75 

13,944 
12,567 

3,167 
4,833 

10,777 
7,734 

10,964 
11,813 

10,562 
11,590 

402 
223 

3,740 
4,494 

3,825 
846 

Total 
San Juan do Orients 

76 

73 

15,959 
42,470 
--

4,722 
12, 722 

--

11,237 
29,748 
--

20,473 
43,250 
--

18,095 
40,247 
--

2,378 
3,003 

--

(20) 
8,974 

654 

5,487 
10,158 

N/A 
74 
75 

2,922 
2,869 

432 
279 

2,490 
2,590 

1,993 
1,949 

1,912 
1,918 

81 
31 

1,583 
2,503 

986 
863 

m 
T 

Tiquantepe 

76 

73 

2,558 
8,349 

365 
1,076 
--

2,193 
7,273 

--

3,953 
7,895 

--

3,909 
7,739 

--.. 

44 
156 

1,108 
5,848 

1,654 
3,503 

N/A 
I-. 74 

t~j 7 5 - ..... 

Total 
T7sma 

76 

7"....--
74 

16,101 
16,101 

7,313 

10,482 
10,482 

1,990 

5,619 
5,619 

5,323 

12,134 
12,134 

4,368 

12,078 
12,078 
--. 

4,005 

56 
56 

363 

3,967 
3,967 
1,502 
4,447 

382 
382 

N/A 
252 

Total 
Total 

Total Dept. of Mamaya 

75 
76 

73 
74 
75 
76 

6,230 
8,000 

21,54: 
--

374,303 
363,117 
582,839 

1,320,259 

2,267 
2,524 
6,781 
--

276,428 
271,932 
464,840 

1,013,200 

3,963 
5,476 
14,762 
--

97,875 
91,185 
117,999 
307,059_ 

5,946 
6,953 
17,267 
--

367,448 
353,470 
501,244 

1,222,162 

5,861 
6,845 

16,711 
--

356,727 
329,467 
485,306 

1,171,500 

85 
108 
556 

10,721 
24,003 
15,938 
50,662 

4,731 
5,778 
16,458 
43,383 
50,238 
59,885 
141,480 
294,986 

143 
2,328 
2,723 

N/A 
116,887 
66,639 
175,039 
358,565 
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SUMMARY OF MUNICIPAL ACCOUNTS DATA 
(US$ I 

-

REGION II - Department ofGranoda 
Granada 73 

74 
75 
76 

Total 
Dirid 73 

74 
75 
76 

Total 
Diriomo 73 

74 
75 
76 

Total 
Nondome 73 

74 
75 
76 

Total 

Total 
--

296,526 
381,988 
519,861 

1,198,375 
-

8,718 
7,886 
9,008 

25,612 
-

11,611 
10,684 
11,530 
33,825 

--

30,422 
32,461 
40,397 

103,280 

RE VE NUE S 
Central 

Municipal Government 
-- --

260,539 35,987 
351,458 30,530 
484,757 35,104 

1,096,754 101,621 
-- --

2,006 6,712 
2,798 5,088 
3,016 5,992 
7,820 17,792 
-- --
4,193 7,418 
5,596 5,088 
5,679 5,851 
15,468 18,357 

- --
17,012 13,410 
22,292 10,169 
28,696 11,701 
68,000 35,280 

E X P E NDITURE S 
Central 

Total Municipality Government 
-- -- --
291,607 282,053 9,554 
368,015 362,383 5,632 
454,664 442,012 12,652 

1,114,286 1,086,448 27,838 
-- -

6,180 5,752 428 
10,468 10,245 223 
9,135 8,854 281 

25,783 24,851 932 
-- -- --

9,197 8,656 541 
9,026 8,663 363 
13,899 13,510 389 
32,122 30,829 1,293 

-- -
30,394 26,658 3,736 
32,462 29,668 2,800 
38,276 33,909 4,367 

101,132 90,229 10,903 

Ending 
Cash Balance 

1,462 
6,381 

20,354 
85,551 

113,748 
2 

2,550 
(32) 

(159) 
2,371 
2,520 
4,934 
6,592 
4,223 
18,269 

1 
239 
238 

2,359 
3,047 

Public 
Works 

N/A 
26,965 
38,026 
69,845 

134,836 
N/A 

1,092 
2,566 
2,605 
6,263 

N/A 
2,937 
3,896 
8,070 
14,903 

N/A 
16,918 
8,476 
6,627 

32,021 

Totals Department 

73 

74 
75 
76 

-

347,277 
433,019 
580,796 

1,361,092 

--

283,750 
382,144 
522,148 

1,188,042 

--

63,527 
50,875 
58,648 

173,050 

--

337,378 
419,971 
515,974 

1,273,323 

--

323,119 
410,953 
498,285 

1,232,357 

-

14,259 
9,018 

17,689 
40,966 

4,205 

14,104 
27,152 
91,974 

137,435 

N/A 

47,912 
52,964 
87,147 

188,023 
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SUMMARY OF MUNICIPAL ACCOUNTS DATA 
(USS 

REVE NUES EXPENDITURES 

REGION II 
Jinotepe 

- Department of Carazo 
73 
74 

Total 
--
128,497 

Municipal;ty 
--
111,706 

Central 
Government 

--
16,791 

Total 
--
108,052 

Municipality 
--
102,821 

Central 
Government 

--
5,231 

Endina 
Cash Balance 

7, 193 
27,638 

Public 
Works 

N/A 
17,925 

75 108,813 98,245 10,568 122,077 118,560 3,517 14,374 15,465 

Total 
Diriamba 

76 

73 
74 
75 

126,812 
364,122 
--

85,875 
94,805 

114,457 
324,408 
--

63,947 
85,003 

12,355 
39,714 
--

21,928 
9,802 

121,497 
351,626 
--

86,869 
98,600 

116,400 
337,781 
-

80,403 
93,238 

5,097 
13,845 
--

6,466 
3,362 

19,689 
68,894 
6,650 
5,656 
1,861 

13,886 
47,276 

N/A 
20,337 
32,525 

76 128,654 113,828 14,826 130,343 123,680 6,663 172 31,289 
Total 

Dolores 73 
74 

309,334 
....--

4,812 

262,778 

1,540 

46,556 

3,272 

315,812 
--

4,052 

297,321 

3,951 

18,491 
--

101 

14,339 
284 

1,044 

84,151 
N/A 

--
V 75 4,478 1,864 2,614 3,351 3,271 80 2,171 178 

Total 
El Rosario 

76 

74 
75 
76 

1,007 
13,297 

--

4,026 
3,199 
3,705 

2,049 
5,453 

--

754 
1,075 
1,261 

1,958 
7,844 

--

3,272 
2,124 
2,444 

3,740 
11,143 

--

1,346 
2,707 
3,186 

3,680 
10,902 

--

1,117 
2,210 
3,148 

60 
241 

--

229 
497 
38 

2,438 
5,937 

450 
3,130 
3,622 
4,141 

984 
1,162 

N/A 
100 

1,146 
487 

Total 10,930 3,090 7,840 7,239 6,475 764 11,343 1,733 
La Conquista 73 

74 
-

7,027 
--

699 
--

6,328 
--

2,106 
--

2, 054 
--

52 
4,139 
9,060 

N/A 
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 
LaPaz de Oriente 73 

74 
75 

19,388 
--

6,975 
4,999 

3,967 
--

3,703 
2,885 

15,421 
--
3,272 
2,114 

16,466 
--

3,252 
6,863 

16,371 
--
2,999 
6,821 

95 

253 
42 

33,321 
11l 

3,834 
1,970 

8,386 
N/A 

957 
1,082 

Total 
76 5,553 

17,527 
3,082 
9,670 

2,471 
7,857 

6,744 
16,859 

6,692 
16,462 

102 
397 

779 
6,694 

2,808 
4,847 
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SUMMARY OF MUNICIPAL ACCOUNTS DATA 

REGION = Department of Carazo 
SanMarcasm 

Total 
Santa Teresa 

Total 

73 
74 
75 
76 

73 
74 
75 
76 

Total 
-........ 

15,367 
20,846 
18,114 
54,327 
..-

8,789 
8,032 
1.1,066 

(US$ 

RE VENUES 

Municipal 

8,824 
16,469 
13,172 
38,465 

2,229 
3,819 
4,902 

Central 
Government 

6,543 
4,377 
4,942 

15,862 

6,560 
4,213 
4,942 

Total 

12,428 
23,531 
14,966 
50,925 
-

8,643 
7,355 
11,708 

EXPE NDITURES 

Central 
Municipal Government 

11,718 710 
22,.65 1,366 
13,062 1,904 
46,945 3,980 

.545 

7,751 982 
6,851 504 
11,421 287 

Ending 
Cash Balance 

3, 485 
6,424 
3,739 
6,887 

20,535 

691 
1,368 
726 

Public 
Works 

N/A 

50 
5,262 
1,275 
6,587 

N/A 
5,090 
3,969 
28,600 

E 
m 
t 

Carazo Totals - 8 Municipalities 73 
74 
75 
76 

...-
261,368 
251,730 
303,714 

193,402 
211,737 
254,864 

67,966 
39,993 
48,850 

--

226,748 
267,041 
303,987 

212,814 
255,673 
289,793 

-

13,934 
11,368 
14,194 

22,857 
57,477 
42,166 
41,893 

N/A 
44,473 
59,634 
87,694 

Grand Total: 816,812 660,003 156,809 797,776 758,280 39,496 164,393 191,801 
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SUMMARY OF MUNICIPAL 
(US$- _ 

ACCOUNTS DATA 

REGION V Total 

REVENUES 

Municipality 
4Lentra 

Government Total 

EXPENDITURES 
Uentril 

Municipali4-_ Government 
Ending 

Cash Balance 
Public 
Works 

11 Matagalpa 

Total 

73 
74 
75 
76 

358, 828 
393, 190 
551,268 

1, 303, 286 

297,281 
347, 641 
485,320 

1, 130, 242 

61,547 
45, 549 
65,948 

173, 044 

351,680 
383, 446 
531,401 

1,266, 527 

326.846 
361,163 
518,497 

1,206, 506 

24,834 
22,283 
12,904 
60, 021 

8.789 
15,937 
25, 682 
45,548 
95, 956 

N/A 
68, 929 
81,714 

142,682 
293, 325 

4 Jinotega 

Total 

73 
74 
75 
76 

166,158 
152, 303 
239,756 
558,217 

144,346 
138,435 
216,358 
499,139 

21,812 
13, 868 
23,398 
59,078 

172, 336 
151, 661 
242, 978 
566,975 

169,460 
149,480 
238,126 
557,066 

2,876 
2,181 
4,852 
9,909 

12,604 
6,426 
7,068 
3,846 

29,944 

N/A 
79,631 

106,267 
72,921 

258,819 

5 EsteW 

Total 

73 
74 
75 
76 

331,170 
279, 022 
347,507 
957, 699 

288,783 
247, 108 
308, 660 
844,551 

42,387 
31, 914 
38, 847 

113,148 

311,593 
279,436 
326, 345 
917,374 

298,606 
265, 952 
313, 853 
878,411 

12,987 
13,484 
12,492 
38, 963 

7, 360 
26,937 
26, 523 
47, 685 
108,505 

N/A 
46,927 
44, 625 
85, 136 

176,688 

1 Le6n 

Total 

73 
74 
75 
76 

5,772 
7,424 
8,261 

21,457 

464 
593 
789 

1,846 

5,308 
6,831 
7,472 

19,611 

3,170 
2,258 

11, 262 
16,690 

3,043 
2,186 

11,155 
16,384 

127 
72 

1071 
306 

4,932 
7,534 

12,700 
9,699 

34,865 

N/A 
655 

-

3,711 
4,366 

21 
Total Reg'on V 73 

74 
75 
76 

-
861,928 
831,939 

1,146,792 
2840, 659 

-
730,874 
733, 777 

1,011,127 
2,475,778 

-
131,054 
98, 162 

135,665 
364, 881 

-
838,779 
816, 801 

1,111,986 
2,767,566 

-
797,955 
778,781 

1,081,631 
2, 658, 367 

-
40,824 
38,020 
30,355 

109, 199 

33, 685 
56,834 
71,973 

106,778 
269,270 

N/A 
196,142 
232, 606 
304,450 
733,198 
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SUMMARY OF MUNICIPAL ACCOUNTS DATA 
(USS 

REVENUES EXPENDITURES 
Central Central Endino Publics 

REGION V - Deportment of Matagalpo Total % Municipality% Government % Total % Municipality Government Cash Balance Works 
Matagalpa 73 -- - -- -- -- -- 326 N/A 

74 259,351 233,908 25,443 259,186 246,056 13,130 491 43,405 
75 287,852 268,227 19,625 286,007 269,500 16,507 2,336 48,898 

Total 
76 411,529 

958,732% 
387,824 
889,959% 

23,705 
68,773% 

391,677 
936,870 

386,429 
901,985% 

5,248 
34,885% 

22,188 
25,341 

86,191 
178,494 

ZfudadLarro 73 
74 

--
22,745 

--
17,745 

--
5,027 

--
23,527 

--
21,828 

--
1,699 

1,275 
493 

N/A 
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 77,412 60,739 16,673 78,757 71,608 7,149 4,984 19,543 
a Esquipulas 73 - -- - - -- -- 95 N/A 
0 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 1,560 5,946 12,202 
EfMatigua 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 1;,966 1,724 9,765 5,394 

Total 59,647 44,219 15,428 55,141 50,579 4,562 22,904 24,051 
Muy Muy 73- -- -- -- 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 63 
76 9,961 6,559 3,352 8,587 7,308 279 2,746 2,779 

Total 26,855 18,024 8,831 24,279 22,867 1,412 5,105 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 6,353 10,620 
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SUMMARY OF MUNICIPAL ACCOINTS OAA 
(US$ ) 

REVE NUES EXPENDITURES 
Central Central Endina Public 

REGION V- Department of Matagalpa Total Municipality Government Total Municipality Government Cash Balance Works 
San Dionisio 73 - -- - -- -- -- -- N/A 

74 5,383 1,855 3,528 4,007 1,580 2,427 1,376 1,389 
75 4,040 3,559 481 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 
75 

11,385 
11. 386 

8,235 
10,799 

3,150 
587 

12,050 
10,118 

9,623 
9,151 

2,427 
967 

( 658) 
610 

1,805 
2,504 

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 

5an Rom6n 73 
74 

-
8,295 

--
2,192 

--
6,103 

-
2,563 

--
2,039 

--
524 

1,490 
7,222 

N/A 
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 
Sbaco 73 

74 9,531 
--

6,479 
--
3,052 

-
9,080 

--
8,495 

--
585 

121 
572 

N/A 
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 

29,502 20,637 8,865 29,260 27,971 1,289 1,773 7,630 
Terrabona 73 -- -- -- -- -- -- 46 N/A 

74 4,191 1,154 3,037 4,085 3,627 458 152 1,291 
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 13,115 4,298 8,817 13,148 12,345 803 2,502 3,019 
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SUMMARY OF MUNICIPAL ACCOUNTS DATA 
(USS 

REGION V - Department of Motagalpa 
73 

74 
75 
76 

Total 

Total 
........... 

358,828 
393,190 
551,268 

i,303,286 

REVE NUES 

Municipal 

297,281 
347,641 
485,320 

1,130,242 

Central 
Government 

61,547 
45,549 
65,948 

173,044 

EXPE NDITURES 
Central 

Total Municipality Government 

351,680 326,846 24,834 
383,446 361,163 22,283 
531,401 518,497 12,904 

1,266,527 1,206,506 60,021 

Ending 
Cash Balance 

8,789 

15,937 
25,682 
45,548 
95,956 

Public 
Works 

N/A 

68,929 
81,714 

142,682 
293,325 



UNCLASSIFIED 
Annex L 
Page 13 of 16 

SUMMARY OF MUNICIPAL ACCOUNTS DATA 
(US$_ _ 

REGION V - Department of Jinotega Total 
REVENUES 

Municipality Central Gov. Total 
EXPENDITURES 

Municipality Centrd Gov. 
Ending 

Cash Balance 
Public 
Works 

Jinotega 73 10,139 N/A 

Total 

74 
75 
76 

148,979 
130,000 
207. 386 
486, 365 

135, 935 
123,000 
192, 054 
450, 989 

13,044 
7,000 

15. 332 
35, 376 

159, 095 
128,151 
207, 383 
494, 629 

158,282 
127,209 
203, 644 
489, 135 

813 
942 

3,739 
5,4Q4 

23 
1,872 
1,875 

13, 909 

78,991 
94,759 
52, 228 

225, 978 

La Concordia 73 
74 3, 932 1 ,168 2,264 3,724 3, 306 418 208 

N/A 
442 

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 

Total 12, 543 6,557 5,986 12, 300 11, 198 1,102 1,116 2, 953 

San Rafael del Norte 

Total 

73 
74 
75 
76 

6,787 
5, 930 
7,912 

20, 629 

3, 513 
3, 566 
4,632 

11,711 

3,274 
2,364 
3,280 
8,918 

5,416 
8, 065 
7,510 

20, 991 

4, 142 
7, 577 
6, 947 

18, 666 

1,274 
488 
563 

2, 325 

1,120 
2,491 

356 
758 

4, 725 

N/A 
114 

3, 160 
1,632 
4,906 

San Sebastian de Yali 73 
74 6,460 3,230 3, 230 4,101 3,730 371 

1, 345 
3,704 

N/A 
84 

75 12,278 9, 350 2. 928 11,807 11,491 316 4,175 8,243 

Total 
76 19, 942 

38,680 
17,302 
29,882 

2,640 
8,798 

23, 147 
39,-055 

22, 846 
384067 

301 
988 

970 
10,194 

16,655 
24, 982 

Jinotega - Totals 

TOTAL 

73 
74 
75 
76 

166, 158 
152, 303 
239,756 
558, 217 

144,346 
138,435 
216,358 
499, 139 

21,812 
13, 868 
23, 398 
59, 078 

172, 336 
151,661 
242,978 
566, 975 

169,460 
149,480 
238, 126 
557, 066 

2,876 
2,181 
4, 852 
9,909 

12,604 
6,426 
7,068 
3,846 

29,944 

N/A 
79,631 
106,267 
72,921 

258, 819 

WJ LOU) flll~ 
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SUMMARY OF MUNICIPAL ACCOUNTS DATA 
(US$_ _ 

REGION V Department of Estelr 

Total 

REVENUES 

Municipality 
Central 

Government Total 

EXPENDITURES 

Municipality 
Central 

Government 

Ending 
Cash 
Balance 

Public 
Works 

Estelr 

Total 

73
74 
75 
76 

282,271 
229, 504 
282, 957 
794,732 

264, 825 
216, 973 
266, 163 
747,961 

17, 446 
12,531 
16. 794 
46,771 

266, 582 
229,425 
263, 576 
761. 583 

259, 389 
218,722 
253, 735 
731, 846 

9, 193 
10,703 
9,841 

29.737 

13, 689 
13,768 
33, 149 
60,606 

40, 244 
36,294 
68, 698 

145,236 
Condega 73 

Total 

74 
75 
76 

14.062 
13, 910 
17,929 
45, 901 

5,788 
7. 317 

IZ,309 
25, 414 

8,274 
6,593 
5,620 

20, 487 

10,552 
14, 436 
17,511 
42, 499 

9, ' 6 
14, L55 
17,225 
40, 856 

976 
381 
286 

1,643 

9 
3,519 
2,993 
3,411 
9,932 

N/A 
4,769 
7,937 
6,722 

19,428 
La Trinidad 73 

Pueblo Nue--

Total 

74 
75 
76 

73 

17,871 
18, 860 
26,751 
63,482 

9,456 
12, 316 
18.497 
40.269 

93,415 
6,544 
8,254 

23,213 

13,885 
22, 387 
28, 822 
65, 094 

12,560 
20,804 
27,454 
60,818 

1,325 
1,583 
1,368 
4,276 

2,192 
6,178 
2, -:-I 

580 
11, 601 

N/A 

7,263 
7,263 

Total 

74 
75 

76 

a.488 
8,858 

9,554 
26,900 

4,355 
5,728 

5,461 
15,544 

4,133 
3,130 

4.093 
11,356 

8,638 
6,385 
6.03 

21,076 

7,86b 
6.138 

5.680 
19,636 

770 
247 

373 
1,390 

1,914 
1,764 
4,237 

7,738 
15,653 

N/A 
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SUMMARY OF MUNICIPAL ACCOUNTS DATA 
(US$ ) 

REGION V Department of Esteli Total 

REVENUES 

Municipality 

, 
Central 

Government Total 

EXPENDITURES 
Central 

Municipality Government 

Ending 
Cash 
Balance 

Public 
Works 

San Juan de Limay 

Total 

73 
74 
75 
76 

8,478 
7,890 

10, 316 
26,684 

4, 359 
4,774 
6,230 

15, 363 

4, 119 
3, 116 
4,086 

11, 321 

9,936 
6, 803 

10. 383 
27,122 

9,213 
6, 233 
9, 759 

25, 205 

723 
570 
624 

1, 917 

1,787 
2,874 
2 807 

1I, 713 

1,914 
394 

2,453 
4,761 

Total 

73 
74 
75 
76 

331,170 
279, 022 
347, 507 
957.699 

288,783 
247,108 
308, 660 
844,551 

42, 387 
31,914 
38, 847 

113, 148 

311,593 
279,436 
326, 345 
917, 374 

298,606 
265, 952 
313,853 
878,411 

12, 987 
13,484 
12, 492 
38,963 

7,360 
26,937 
26,523 
47, 685 

108,505 

N/A 
46,927 
44, 625 
85, 136 

176,688 
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SUMMARY OF MUNICIPAL ACCOUNTS DATA 
(us$ _ 

REVENUES EXPENDITURES Ending Public 

REGION V Department of Le6n Total Municipality 
Central 

Government Total Municipality 
Central 

Government 
Cash 
Balance 

Works 

San Nicolis 73 
74 
75 

5,772 
7,424 

464 
593 

5, 308 
6,831 

3, 170 
2,258 

3,043 
2,186 

127 
72 

4,932 
7,534 

12,700 

N/A 
655 

Total 
76 8.261 

21,457 
789 

1,846 
7,472 

19,611 
11,262 
16,690 

11,155 
16,384 

107 
306 

9,699 
34,865 

3,711 
4,366 

e 
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DEMAND PROJECTIONS FOR SUB-PROJECTS
 

1978-1982
 

COSTING CRITERIA
 

I. 	 General Comments: 

The objective of this study is to estimate the cost of projects which could be 

carried out by the municipalities of Regions V and II 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 inforrtmtion 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 
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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. 

II. 	 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 Encuestasy Censos 

Survey and Census Office). 

Market facilities are used by 60% of Urban Families and 10/6 of rural families. 

We have assumed that each family visits the four following product sales areas 

in every visit to the market. 

UNCLASSIFIED
 



UNCLASSIFIED
 

Page 3 of 23 
Annex M 

-3

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/im2 

m2Medium size municipalities 800/ 

Other municipalities 700/ m2 

Price per square meter per year, considering inflation: 

1978 1979 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 

2Department capitals 500 m

2Medium size municipalities 350 m


Small municipalities 200 m2
 

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 nedium size municipalities. For small munici

palities, 65% of total cost was considered fer construction and 35% For eqrjipment 

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 5m3 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 (5m2 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, occupies a 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 orcer 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.,ming family lots of 10 meters wide. 

Does not include costs of oxidation. 
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In municipal capitals 5 kms. of pipe lines are installed annually. 

In medium size 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) 

1978 1979 1980 1981 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 

ii) 7 meters wide 
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Total area per street block: 560 m2 

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) 

1978 1979 1980 
 1981 1982 

Paving and Curbing 49 54 60 66 73 

Block Paving 68 75 32 91 100 

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 
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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 21 
Connections 250 100 

b) Minor Munici[-lities 

Years 1978, 1979 and 1980 1981 and 1982 

Wire system 1.5 km. 0.5 
Street lights 31 11 
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 II AND V 

General Concepts:
 

Construction costs may vary in relation to a series of factors:
 

a) Materials available in the region.
 

b) Production of construction materials in the region.
 

c) Transportation of material and labor.
 

d) Distances atid conditions of roads for transportation of materials 

and labor. 

e) Condition of localities where work is to be done. 

f) Eauipment tailability. 

g) Weather conditions. 

h) Labor Cost. 

It is evident that construction costs in Region II 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 grouns raises Ihe 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 a 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) be 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) asbestos cement 

c) plastic PVC M11R 2®/ 103WIRJ 
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A one 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 imported 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 Alcantarillados y Acueductos (DE' JACAL) 

Common Pipe Diameters and Materials used in their manufacture are: 

1) 1/2" and 3/4" pipes = PVC and W-VG  ' (domestic connections) 

2) 1"0 pipes = -PVC and H-2 G 2 (general distribution service 

connection) 

3) 2" P pipes = PVC (general distribution) 

4) 3", 4" and 6" g pipes = PVC and AC (general distribution) 

5) 8" to 20" g0 pipes AC (general distribution) 

Considering type of ground and labor the costs of installing water pipes are as follows: 

I. 	 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 T $ 

PVC 85.40 114.10 137.40 205.40 - (542.3) 135.58 

AC -- 113.20 136.90 168.60 196.3 (615) 153.75 

II. Excavation done by hand, using part of the excavated material for fiIling. 

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.Z0) 360.65
 

The domestic connection costs must also be included. 
These costs vary inaccordance
 

to type of ground and diameter of pipes used.
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POTABLE WATER.
 

CHART FOR DOMESTIC CONNECTIONS
 

MB-RED 
 I II III 

2" 470= 585= 700= 
3" 486= 601.72 716= 

4"1 489= 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: economic, easy-installation, national 

manufacture and availability. This material is the 8" 0 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 = 

II. Using labor: C$220=
 

Ill. Using explosives C$330=
 

The unit cost of the mancholes (inspection wells) is:
 

1. C$3,000=
 

II. C$3,900= 

Ill. C$4,800= 

The cost of the domestic connections shall be: 

I. C$600= 

II. C$900
 

Ill. 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: 

8, 10' 12" 151 18' P.V. 

Ground I 110= 120= 140= 175= 200= 3,000= 

Ground II 220= 280=240= 350= 400= 3,900= 

Ground Ill 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 

different types of material. Normally, curbs are made out of concrete with a 2,500 

lb. resistance per square inch without 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: 

concrete curb - C$45= (linear meter) 

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: 

2a) asphaltic mixture= C$45- / m

2b) stone pavin'g block= C$62- / m

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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a) design 

b) site condition 

c) site distance 

d) 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 optimurr 

relation of the different pipes be obtained. 

The same occurs with the costs of the sanitary and storm sewages. Todtermine 

paving and curb construction costs in a community, it issufficient 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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MUNICIPIOS PROY 

1978 

COSTO PROY 

1979 

COSTO PROY 

1980 

COSTO PROY 

1981 

COSTO PROY 

1982 

COSTO 

l 

TIPITAPA 

MASAYA 

L.E 

MAT 

180,325 

866,663 

MER 
A.S 

-

MER 
PAV 

770,528 
844,580 

770,528 
777,600 

VIV 
MAT 
PAV 

A.S 

PAV 
L.E 

5,457,100 
724,889 
432,000 

929,038 

864,000 
1,147,350 

T.A 
PAV 

-

-

VIV 
ESC 

292,820 
475,200 

14,274,900 
287,000 

PAV 
-

ESC 

525,600 

315,560 

NINDIRI A.P 676,281 A.S 422,290 T.A.I. 139,800 PAV 237,600 T.A 322,100 

1 DIRIA ENC 39,200 PAV 194,400 T.A.I. 139,800 PAV 237,600 - -

SANTA TERESA ENC 39,200 PAV 194,400 MER 193,856 PAV 237,600 - -

NAGAROTE PAV 176,400 AS 422,290 - - -

SAN RAFAEL DEL SUR 
MER 

-
250,250 

-
A.P 
A.PU 

1,065,064 
36,372 

A.PU 
-

20,013 PAV 
T.AI 

237,600 
153,750 

VIV 
PAV 

6,603,000 
262,800 

JINOTEPE MER 1,738,000 T.A 484,000 MAT 1,331,111 - - 15,702,450 
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MUNICIPIOS PROY COSTO PROY COSTO PROY COSTO PROY COSTO PROY COSTO 

DIRIAMBA MER 988,240 
. -

PAV 388,800 
-

PAV 
T.A. 

432,000 
266,200 

MAT 797,222 
-

PAV 
. 

379,600 

GRANADA A.S 1,919,500 A.S 
MT 

2,111,450
425132 

MER 
PAV 

6,488,625
A64,00 

PAV 
-

950,400 
-

MAT 
PAV 

1,611,111 

NIQUINOHOME PAV 176,400 
-

A.S 
L.E 

422,290 
253,520 

C.S 
-

240,000 MER 
A.S 

186,550 
510,968 

PAV 
-

262,800 

DOLORES MER 60,060 ENC 43,200 PAV 216,000 PAV 247,600 CM 191,590 

MASATEPE A.P 1,741,632 A.S 844,580 A.S 929,038 A.PU 108,992 APU 12,683 

NANDAIME 
PAV 276,400 PAV 194,400 

-
-

-
- - -

-
CM 
MAT 

191,590 
1,114,073 

SAN MARCOS MER 274,560 T.A 242r000 MAT -. 724,889 PAV 475,200 PAV 575,600 

TOTAL CS 
US$ 

9,403,111 
1,343,302 

10,977,424 
1,568,203 

21,539,709 
3,0r77,102 

19,711,002 
2,815,856 

29,121,757 
4,160,252 

TOTALGENERAL DE LA REGION CS 90,753,003 
US$ 12,964,715 

SIMBOLOG IA 
A.P Agua Potable PAV Pavinmento AS Alcontarillado Sanitarlo L.E Luz Eldctrica ESC. Escuela 
MER Mercado 
TA Tren de Aseo 

MAT 
ENC 

Matodero 
Encunetado 

VIV Viviendas 
APU Alumbrodo POblico 

C.M. Caso Municipal 
C.S Centro de Salud 

T.AI 
ADO 

Taller de Artes Industriales 
Adoquinodo 

LEG END 
AF7table Water PAV Paving AS Sewerage System L .E House Wirina ESC School 
MER Market 
T.A Garbage Truck 

MAT 
ENC 

Slcughterhouse 
Curbing 

VIV Housing 
APU Public Lighting 

C.M. Municipal Buildinp 
C.S Health Center 

TAI Industrial Buildinp 
ADO Paving 
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REGION V 
QUINQUENTO 1978-1982 
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MUNICIPIOS 

MA.TAG ALPA 

PROY 
A.P. 

MER 
T.A. 
PAV 

1978 
COSTO 
4, 942,344 

2,251,700 
440,000 
705,600 

PROY 
MAT 

ENC 
A.S. 
PAV 

1979 
COSTO 
1,210,M0 

172,000 
2,111,450 

604,800 

PROY 
A.S. 

T.A. 
PAV 

1980 

-

COSTO 
2,322,550 

532,400 
864,000 

-

PROY 
ENC 

PAV 

1981 
COSTO 
211,200 

739,200 
-

-

PROY 
-viv 

A.S. 
T.A. 
PAV 

1982 
COSTO 

15,702,450 

2,810,330 
644,200 

1,051.200 

SEBACO ENC 
A.P. 

39,200 
583,632 

A.P. 
A.PU 

662,480 
36,372 

A.S. 
.. 

464,519 L.E. 
.... 

492,527 C.S. 290,000 

LA TRINIDAD - -
-

MAT 
-

260,615 
-

PAV 
A.PU 

216,000 
60,039 

A.PU 
MER 

5,240 
266,500 

-
- -

SAN RAFAEL DEL NORTE 

CIUDAD DARIO 

PAV 

PAV 
ENC 

176,400 
..-

736,440 
30,240 

A.S. 

MER 
A.S 

422,290 

374,374 
422,290 

-

A.S. 
A.P. 

-
-

464,519 
1,703,920 

ENC 

-

52,800 
-

-
-

PAV 
C.M. 

M.AT 
VIV 

262,800 
191,590 

347,077 
6,603,000 

CONDEGA ESC 115,500 
C.M 
A.S 
ENC 

225,000 
422,290 

43,200 
VmV 
-

5,457,100 PAV 
MER 

184,800 
239,850 

ESC 
-

169,050 

SAN RAMON A.S. 383,900-- PAV T94,400 A.P 257,830 C.S 264,000 ESC 169,050 

MATIGUAS MER 
L.E 

283,500 
115,230 

A.P 
L.E 

682,864 
126,760 

A.S 
PAV 

464,519 
216,000 

T.A 
.... 

292,820 -

TERRABONA PAV 176,400 A.P 229,320 A.S 464,519 C.M. 174,250 -

JINOTEGCA A.P 
LE 

2,575,392
316,125 

PAV 
MER 

777,600
1,887,600 

A.S. 
A.PU 

1,843,435
145,809 

T.A 
ADO 

585,640
1,230,400 

MAT 
-

1,611,111 



CONTINUACION - REC- ION V 
UNCLASSIFIED 
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MUNICIPIOS 

ESQUIPULAS 

PROY 

MER 
A.S 

L.E 

COSTO 

2,145,000 
1,919,500 

115,230 

PROY 

A.S. 
A.P 
C.S 

A.P 
-

COSTO 

2,111,450 
3,062,696 

218,000 

499,408 
-

PROY 

A.P 
ENC 
PAV 

A.P 

COSTO 
3,531,150 

192,000 
672,000 

571,710 
-

PROY 

A.P 
PAV 
-

T.A 
C.S 

COSTO 
4,068,900 

950,400 

292,820 
264,000 

PROY 

-
-

-
-

COSTO 

SAN NICOLAS L.E 115,230 A.P 66,248 PAV 216,000 T.A 292,820 -

SAN DIONISIO A.P 180,648 PAV 194,400 L.E 418,260 L.E 32,417 -

W 

.-

SAN JUAN DE UMAY 

PUEBLO NUEVO 

SAN ISIDRO 

ENC 

A.P 

PAV 

39,200 

352,032 
-

176,400 

L.E 

A.S 

A.S 

253,520 

422,290 
-

422,290 

A.S 

PAV 
MER 

MER 

464,519 

216,000 
133,276 

145,392 

ESC 

T.A 
MAT 

-

153,750 

292,820 
315,385 

ESC 

C.M 
-

169,050 

191,590 

LA CONCORDIA A.P 194,544 PAV -?4,400 A.S 464,519 PAV 237,600 MER 73,255 

TOTAL C$ 19,109,387 18,563,927 22,641,406 11,640,139 30,285,753 

U.S. $ 2,729,912 2,651,990 3,234,487 1,662,877 4,326,536 

TOTALGENEPAL DE LA REGION C$ 102,240,612 

U.S. $ 14,605,802 
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1-4 

ANOS 

REGCION 

REGION 

~TOTALES 

V C$ 

$ 

C$ 

$ 

C$ 

$ 

1978 

19,109.4 

2,729.9 

9,403.1 

1,343.3 

28,512.5 

4,073.2 

1979 

18,563.9 

2,652.0 

10,977.4 

1,568.2 

29,541.3 

4,220.2 

1980 

22,641.4 

3,234.4 

21,539.8 

3,077.2 

44,181.2 

6,311.6 

1981 

11,640.1 

1,662.9 

19,711.0 

2,815.8 

31,351.1 

4,478.7 

1982 

30,285.7 

4,326.5 

29,121.8 

4,160.3 

59,407.5 

8,486.8 

Total General de las Dos Regiones: 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 

UNCLASSIFIED
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Annex N 
Page 2 of 4 

NICARAGUA: CENTRAL GOVERNMENT REVENUES 
(C$ Millions)
 

Actual Budg;t Actuals Revised 

1975 1976 1976 1977
 

1. Total Current Revenues 1312.9 1658.3 1527.3 1700.8 

2. Tax Revenues 1151.2 
 1431.6 1352.7 1555.5
 

A. Direct Taxes 265.2 
 427.6 350.3 351.2
 

Income Tax 175.2 322.4 245.6 
 231.2
 

Property Tax 90.0 105.2 104.7 120.0
 

B. Indirect Taxes 
 858.0 971.4 1002.4 1204.3
 

Import Tax 344.6 406.O 367.3 435.9
 

Export Tax 6.9 
 7.8 6.8 45.5
 

Sales and Excise 506.5 557.6 628.3 
 722.9
 

3. A. Non-Tax Revenues 119.9 146.3 109.3 71.2
 

B. Recuperations 14.2 50.2 
 21.1 18.8
 

4. Current Transfers 4.6 12.5
5.2 19.0
 

5. Earmarked Taxes 23.0 24.9 31.7 36.3 

SOURCES: 1975 and Budget 1976 - USAID Nicaragua: Current Economics Situation 

1976 and 1977: Central Bank
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NICARAGUA:. CENTRAL GOVERNMENT BUDGET 

A. 	Current Revenues 


B. 	Current Expenditures 


C. 	 Savings on Current Account
 
(A-B) 


1. 	 Capital Expenditures 


Real 	Investment 


Financial and Indirect
 
Tnvestmentx 


Amortization of Debt 


H. 	Total Expenditures (B+D) 


F. 	Additional Resources
 
Needed to Finance
 
Investment (D-C) 


G. 	Sources of Funds 


Debt to INSS 


Other Internal Borrowing** 


External Borrowing 


H. 	To be covered by Cash
 
Reserves (including deposits

abroad) 


(C$Millions)
 

Budget 

1975 1976 

1323.2 1658.3 

1130.1 1234.2 

193.1 424.1 


963.7 989.0 

(332.0) (414.9) 


(506.2) (393.6) 


(125,5 (180.5 


2093.8 2223.2 


770.6 564.6 


644.6 505.5 

48.8 51.4 

- 102.3 

595.8 351.8 

126.0 59.1 


Actual 

1976 

1527.3 

1208.5 

Estimated 

1977 

1700.8 

1456.8 

318.8 

906.4 

(319.0) 

244.0 

1419.6 

(783.5) 

(430.0) 

(157.4) 

2114.9 

(4-07.4) 

(228,7) 

2876.4 

587.6 

587.6 

51.4 

29.3 

159.5 

1175.6 

1175.6 

56.5 

93.0 

1084.3 

347.4 (58.2) 

SOURCES: 	 1975 USAID May 1976 Report Nicaragua: Current Economic Situation 
1976 Budget - Ministry of Finance Program Budget 
1976 - 1977 Central Bank and USAID

Indirect investment is capital transfers to autonomous public entities, financial

investment is lending by Central Government to autonomous entities.
 

x Such as bond issuance.
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NICARACUA. BALANCE OF PAYMENTS
 
(US$ Millions) 

1974 1976 1977 

A. Balance on Current Account 256.7 -189.4 - 64.o -109.2 

Exports (FOB) 
Imports (FOB) 

Net Services 
Net Transfers 

B. Private Capital 

379.6 

-540.2 

-111.6 

15.5 

58.1 

375.9 

-479.3 

- 99.5 

13.5 

44.5 

541.2 

-496.2 

-120.5 

11.5 

25.7 

663.3 

-630.6 

-159.9 

8.0 

19.8 

Investment 
Loan Drawdowns 
Amortization 
Suppliers Cred.it 

-

13.8 
9.1 
4.0 

39.2 

13.0 
10.0 

- 6.5 
28.0 

C. Official Capital 173.4 110.9 70.6 145.4 

Loan Drawdowns 
Amortization 
Other, [ncl. Withdrawals or 

Deposits Abroad 

174.4 
- 20.3 

19.3 

156.9 
- 20.9 

- 25.1 

72.3 
- 37.2 

35.5 

197.3 
- 50.4 

- 1.5 

D. Errors and Omissions - 13.7 - 7.3 - 7.4 -

E. Balance of Payments - 38.9 - 31.7 39.7 56.0 

J. Change in Net Reserves 
(-) equals Increase + 38.9 + 31.7 - 39.7 - 56.0 

* Projected 

SOe'iCE: Central Bank 
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INITIAL ENVIRONMENTAL EXAMINATION 	 ANNEX 0 

Page 1 of 4 

I'ruj,,c t Location: Nicaragua 

h'ojuut Ttlu: 
 Rural Municipal Development 

Project N1tmber: Loan 524-Ol19
 

Funding (Fiscal Year arid Amount): FY 1978/1980 - $5 million loan 

Life of Project: 3 years 

I!EL*. prepared by: (luss.c L. Daniels III 4-
Assistant Program Officer
 

Homero Bustmante ._ 
Program Economist 

Cleared by: 
 Paul M. Groves, DVP'.. --
P. Wilson, CAP 
0. J. Lustig, TD" 

J-:nvii'ocnmental Actoun Rccoimiiended: It is recommended that a negative
dete7rination be made for this project and that no additional environment,.il examninatjonsbe carried out on this project. The project willinvolve technicol assistance, training and municipal infrastructure
development. Although these activities will Lnvolve some kinds ofinfranrructure construction, these will be limited, and are not expectedto rcsu].t in large-scale land transformations or to"have a significant
off'oct on the human envircriment. 

by 'oncurrenceDir tor:. //i•sion 

Arthur W. Mudge, Director, USA D rau 

Date:- .X X/7; 

Assistant Administrator )ecision: 

Approved:
 
Eugene N. Girard II,AA/LA 

Disapproved:
 

Eugene N. Girard II, AA/[A 

BEST AVAILABLE DOCUMENT
 

UNCLASSIFIED
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Page 2 of 4 
Annex 0 

l ,:'ii, ,,I' PIU' tf' I,: 'I11w,' Jl,21,' (W, l.:i }r jr*c ; I : Io deve.loll itnihlli.-Ji-tty:io-,Lsystem to expavl and improve the services provided1,v rural. miuiici.pa.Lties to their small farmer and rural poor constituents.Tilts propose, directly related to the overall goal of the Government of'flicaraia and ll3Al[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. 

ensure that suitable institutional arrangements will exist to organize

To
 

and administer the program, this 
combined loan/grant project will supportthe establishment and staffing of a iral Municipal Development Divisionin the Ministry of Government, the creation of a Municipal Data Bank tocollect and analyze information on the major problems of rural municipali tics, and the cstablishluent of a Municipal 
 Credit Find within
.institute for Campesino Welfare (IrtIERNO) to finance expanded 

the 

Municipal services projects. in addition, the project will support theestablishment of a Rural tnicipal Development Executive Advisory Board,training for Minintry of Government personnel and local Municipal
officials and a study of existing legislation affecting municipalities'.
Taken together, thesc activities are expected to have a positive impacton such factors 
as low annual budgets, antiquated organizational
.tructures, 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 0ON will provide training, facilities, salary support, etc. tomuinicipal officials on tax laws and collection procedures; financial
maivagement a-ld control; budget preparation and control; and project(hesign anr m:,:ncm(rnt . All) D'nds (-$5.0 mLllion)will. Filance technicol:nris.,a nec., tr.i Lnig nnl commoi LiLy nupport for upgrading the ski.lls ofl.h(! Hi. i s-try of' r;vcrnnent offic his and to improvc Lh. capabilityt.he Mirii.stry Lo detil with munIcLpal problems. 

of 
In addition, the loan

will finance municipal development projects. 
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Annex 0
Iit'i[clt,].oll :1.10IW.l l.2 K'v11.l.1:al..ol , 	 1 ~. rl10' .rol li,-lItll...-

Impalc I;I i I; fciication

impact A'eas aMd :.1ub-acas and Evaluation _/
 

A. 	 Lawd Use 

1. 	 Changing tl;ic character of
 
land through:
 

a. 	[nercasing the populatLon N
b. 	 Extracting natural resources H 
c. 	 Land clearing 
d. 	Changing soil productive capacity N
 

2. 	Altering natural defenses 
 N
 

3. 	Foreclosing important uses 
 N
 

1i. Jeopardizing man or his works 
 N
 

5. 	 Other Factors N 

B. 	Water (_ality_ 

1. 	Physical state of water 
 N
 

2. 	 Chemical and biological states N 

3. Ecological balance 
 N
 

It.Other factors 
 N
 

C. 	Atmospheric 

1. 	 Air additives N 

2. Air pollution 
 N
 

3. 	 Noise pollution N 

Other factors N 

T I [Jo len vir'o ,,t.-. l 'impac -; 

NMoclerat;c rnvirotuicntal impact 
II = llig,,h env.irolmental impact 
11 = Unknown environmental impact 

UNCLASSIFIED
 



I). 	 Tia'Lu,'al Reources 

.1. 	Divers ion, alLred u:: of wai;er 

2. 	Irreversible, inefficient coinmitments 

3. 	Other factors 

E. 	 Cultural 

1. 	 Altering physical symbols 

2. 	 Change of cultural traditions 

3. Other factors 


F. 	 Gocio-Ecoonilc 

I. Changes in economic/employ ent patterns 


2. 	 Changes in population 

3. 	Chnnges in cultural patterns 

I. 	 Ohhcr chningec in traditional 
agriculture cultivation practices
 

G." I1calLh 

I..Changing a natural environm-ent 

2. Eliminating an ecosystem element 


3. 	Other f,ctors - chmiging dietary 

habits of rural families
 

]. 	 International impacts 

2. 	 Controversial impacts 

3. 	 Iar(ger program impacts 

h. 	 Other factors 

1. 	 Other possible impacts 
(not listed above)
 

ovudwslr'E 
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N 

N 

N 

N 

N 

N 

M 

I 

M 

N 

N 

N 

N 

N 

N 

N 

N 
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RUPAL MUNICIPAL DEVELOPMNT ANNEX P1. 

PROJECT PERT ACTIVITIES Page I of 8 

- No. 	 Description and Completion Date Action
 

General
 

O Starting point (PP completed and submitted to AID/W) AID/N 

0-1 Review and approve PP (30 Sep 77) AD/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 DOCU.MENT 

UNCLASSIFIED
 



No. 


0-5 

5-6 

6-7 


7-8 

8-10 
10-12 
12-1k 

]14-16 


7-9 


UNCLASSIFIED 
ANNEX P 
Page 2 of 8 

Description and CoMletion Date 
 Action
 

Training
 

DDM Personnel Training
 

Note: All activities carried out by the long arid
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 to DDM in its

activities of creating an independent, unified 
municipal develolnent institution with all necessary

recommended s-rvices. (30 Apr. 78)
 

Determine training needs, then design and schedule 
 DDM-Long Term
a training to upgradeprogram the capability uf DDM Specialistpersonnel, including seminars. courses, on-the-job
training, observation visits and long term overseas 
courses - Master level (15 Dec. 77)
 

Select and contrast '. cbmpetent !educational DDM-Long Terminstitution and/or tiaini.ng 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
I 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 NDD-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 (6to 10 courses and 1 to 2 seminars)

(31 June 78) (31 Jan 79) (31 Jan 80).
Continue training DDM personnel as a permanent

activity of the institution (31 Aug 81).
 

TrainingMunicipal Government Personnel 

Develop and prepare with the direct participation of DDM-Spec.
DDM counterparts all necessary teaching material andmanuals 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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ANNEX P 
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No. Description and Completion Date Action
 

9-11 
11-13 
13-15 

Conduct and evaluate each training activity schedule 
for the period. Also update training as necessary
including the selection and processing procedures
for participants. Start the following training
activities scheduled for the period. (6to 10 courses 
and 1 to 2 seminars) (31 Jan. 79) (31 Jan 80) 
(31 jan 81) 

DDM-Spec. 

15-16 Continue training Municipal Government personnel as 
a permanent activity of DDM. (30 Aug. 81) 

UNCLASSIFIED
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No. Description arid Completion Date Action 

Technical Assistance Support 

Special Studies 

5-17 With the active participation of DDM and INVIERNO 
counterparts review and develop a detailed work 
plan to achieve the institutionalization of the 
municipal development process through DDM, by 
creating an independent, semi-autonomous, unified 
d"lopment institution with a self-sufficient 
source of technical services to assist the 
municipalities in their developmental process. 
(30 June 78). 

DDM-INVIERNO 
L.T. Spec. 

17-;'5 
25-30 
30-35 

Conduct scheduled social and legal studies to 
establish basis for improved municipal administration, 
also conduct studies on the political division of 
the country to insure its adequacy for municipal
development and make 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). 

DDM -
Spec. 

L.T.&S.T. 

35-42 Continue as a permanent activity of DDM conducting 
special studies to establish basis for a more 
active development of the municipalities (31 Aug 81). 

DDM 

UNCLASSIFIED
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ANNEX P
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No. Description and Completion Date Action 

General Technical Assistance 

17-18 Organize and staff field technical assistance 
with Regional Officers and field monitors to 
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) 

DDM - L.T. 
Spec. 

18-26 Provide continued T.A. assistance to municipality 
government personnel in Region V and aid them all 
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). 

DDM -
Spec. 

L.T. 

26-31 Based on yearly evaluation results update T.A. 
services and continue providing assistance to 
Regions II and V. (31 Dec 79) (31 Dec 80) (31 
Aug 81). 

DDM- L.T. 
Spec. 

UNCLASSIFIED
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No. Description and Completion Date Action 

Project Development and Implementation Assistance 

17-19 With active participation of INVIERNO design a basic 
program to identify, promote and implement municipal
development projects within a stablished criteria 
for granting sub-loans to insure that specific
projects benefit the rural poor as per agreed 
conditions (28 Feb. 78) 

DDM- L.T. Spec. 
INVIERNO 

19-20 Contact municipalities in Region V to detect needs 
for the identification of priority projects and 
promote them (30 Apr. 78) 

Monitors 

20-22 Complete feasibility studies for identified projects
and submit them with loan applications to INVIERNO 
(31 Jul 78). 

Monitor 
Study Div. 
Municipality 

22-23 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). 

INVIERN0-
Municipality 

20-27 Continue identifying and promoting projects in 
Region V and start doing the same in Region II. 
(30 Dec. 78) 

Monitors 

22-28 
28-33 
33-38 

Update methodology for making feasibility studies 
as recommended in evaluation and continue completing
feasibility for identified projects. (15 Jan 79) 
(15 Jan 80) (15 Jan 81). 

Monitors 
Study Div. 
Municipality 

38-I] Update methodology as recommended in the general
evaluation and continue as a permanent activity 
of DDM reviewing feasibility studies (31 Aug 81). 

INVIERNO 
Municipality 

23-2 
29-311 
34-39 
39-1i1, 

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). 

3-21 Review loan T-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). 

INVIERNO 

21-23 Process loans which already fill the requirements 
under this project in order to accelerate disburse
ments for project implementation (30 Sept 78). 

INVIERNO 
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No. 	 Description and Completion Date Action 

19-24 
 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.
 

24-45 	 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 governmental policies. Also set 
up within it a feedback system to improve or update
interventions (30 June 78)
 

46-47 	 Conduct general evaluation of progress, emphasizing FONDESA/AID
47-)8 	 the improvement of a permanent evaluation system. Contractor
 
48-49 	 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
 

RR P6.&S 
2-51 	 Prepare and submit to AID quarterly progress reports. DDM 
51-52 	 including loan activities reported by INVTERNO.
 
52-53 (28 Feb 78) (31 May 78) (31 Aug 78) (30 Nov 78)
53-54 (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 
60-6i 
6-1-62 
62-63 
63-64
 
64-65
 

50-66 	 Prepare and submit to AID/W end of project report AID/N
(15 Nov. 81)
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AID 10204-8 (1-72) 	 PROJECT DESIGN SUMMARY " ;L' Fran, FY._77 to FY ;31~i'- D 


LOGICAL FRAMEWORK 	 .=.:7.-- Total U.S. FundngjQ&50000 

Project Title &Number: Rura-1!imiciDal Develoossent (524-0119) 

OBJECTIVELY VERIFIABLE INDICATORS 

Program or Sector Goal: The broader objective to Meaures of Goal Achievement: 
which this project contributes: 1. Increase in the per capita income 

NARRATIVE SUMMARY 

Improve the economic well-being snd livin of the rural population in F.-i, I1 

conditions of the rural poor in ::icaragua and V. 
2. 	iprovement in the living sonditlos 

or the population in 49 rmuaiciT.litie, 
in Regions I! and V. 

Conditions that will indicate purpose has beenProject Purpose: 	 achieved: End otro eTcttt.To 	increase the accesibility of public 

" 

. At least I,%O) urban dwellers andprovided by snicipal governmentsservices 

to the peeD0e living in their jurisdiction. LO0,000 rural inhabitants in r. e;ion 
toth li~ving inut~heir uris~dicio:Zn tl ab~pecple 

uneos-atiliza and benefit firom exnndo' despecially the -poor. 
iproved public services. 


2. At least 100,000 urban dwellers and 

200,000 rural inhabitants in .egion V 
utilize and benefit from expanded and 

improved public service.
 
3. The municipal governments are in
creasingly responsible for the main

tenance of schools, health centers
 
Outpu~ts: 	 pnd roads. 

1. 	Projects constructed . The municipal government providing 
2. Continuing technical assistance and Iegal aid and involved in information 

training program in the areas of: o the poor in the community. 

1. 	 %'LLnicialFinance iAMagnitude of Outputs: 
2.- uniciral Administration l.ai ub-projects Constructed: 

15 	 urketo 
Slaughterhouses 

10 Water Systems 
B Sewage and Drainage Systems 
S Street s head Improvesents 
6Others 


55 Totals 

Input b. C-ub-project com-letion rate: 


1st Yr 2nd Y, 3rd Yr 4th Yr 

-- _ 12 15 20 


2. 	By the end of the fourth year the 


credit fund is covering 80%/ of its
 
administrative costs.
 

3.a An Pverage increase in ianicipal
 
revenues of at least 100% over the fou 
year life of this project. 

b. 	 At least 60%,. f the target -sxnicinas 
ities submit budgets that reflect
 
future activities and funding require-


ments.
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MEANS OF VERIFICATION 

1. 	 i-:jcct .':.auation rs"u2 
2. 	 :ncome surveys-

3. 	i.Ialth Pnd Tnutrition Studies 

4. 	:-roduction ::ur ;veys 

nDd rdldreaori 

-jm-rrojectb -nd program evaluations
urel Lousehold Surveys 

-!nicipal budgetn and reviews of central 
from the Tiationalgovernment transfers 

budget. 

-Decrees issued by :0OG. 

i. 	::::-E:O records 

2. records 
3. 	 AID Engineering and Project Management 

records 

4. 	 Cn-ci,~ht visits 
5. Evaluatisns 


DatePrepared: jul',V C' 1077 

IMPORTANT ASSUMPTIONS 

AssumptiLns for achieving goal targets: 
1. ?onitive end continuing G0; sup:- rt 
for inicipal development 

2. 	 Increased ricipal revenues are 
channeled into develotment oriented pr o 

3. Local leaders participate in toinicipal
 
affairs
 
4. Program can remain relatively free o
 
political influences.
 

..
Assumptions for achieving purpose: =.--.m a1.t 


adequately managed 
2. 	 Beneficiaries use the services
provided by the sub-projects.
 

Ils
 vs -

em lammf 

Assumptionsforachieving outpuM 

1.ZO1. 	 No shortage of construction skills an
 
materials.
 

2. Revenue generating estimates of proj
 

are accurate.
 
3. !.'"icipality willing to accept tech

nical assistance and training in a
 
designated field
 

will be willing to hire technica--4. ?,MTD 

advisors to work with the munipalities. 

5. Personnel of MODand iLDVIERO remain
 
n the program.
 
B. 	 continued czoeration of GON ministrie: 

and agencies.
 

7. Xunicipal leaders attend training
 
courses.
 

-

8. 	 Munie ; +AT 

UNCLASSIFIED
 



12-72) (1, PROJECT DDESIGN SUMMARYSMMRYCLs Life of Project:ICAL I From FY 77 to FY 81_ 
LOGICAL FRAMEWORK age 2 Total U.S. Funding 3.5OOOO 

Pagf 2DatePrre:2 Jul" 30, 1977 

P.oject Thle &Number: Rural Muicipal Development (524-0119) 

NARRATIVE SUMMARY' OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPORTANT ASSUMPTIONS 
Program or Sector Goal: The broader objective to Meures of Goal Achievernent: Assumptins for achieving goal targets: 
which this project ontributes: 

Projct Purpoe: Magnitude of Outputs: Assunptions for achieving purpow 
c. At least 80% of the target munici
palities are using improved accountin 
practices. 
d. Municipal leaders Trained 

1st Yr 2nd Yr 3rd Yr 4th Yr 
Seminars 23 110 715 129 
Courses 103 180 165 180 
e. ME)DStaff trained 

1st 2nd 3rd 4tb 
Yr Yr Yr Yz 

In-country 76-00 
Observation Visits 10 10 10 I. 
Short-Courses 4 6 6 Asumptio forachiving outputs 

f. MDDreceives 46 person/months of 

Inputs: 
technical assistance. 

JImplementation Target (type and quantity) 
Component One: Municipal Credit Fund AID GON MUNI. TOTAL 1. MOG/MDD accounting records 
a. Administrative Costs - 50 (in US$000) 350 2. INVIENJIO accounting records 
b. Credit Fund 2,700 1,500 420 4,620 3. USAID disburte=ent and accounting 
Component Two: Municipal Administration an 
Development 
a. Technical Assistance 

1) Mu.icipalities 110 660 790 
1) lTD 150 150 

b. Training AnumIioni for providing Inputs: 
1) Municipalities 360 610 970 1. Availability of AID funds to finance 
2) MD 80 50 130 this project 

c. 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 
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ORGANIZATION CHARTS 

This 	Annex contains the following:
 

1. 	 Organizational Structure of Lhe Government 

of Nicaragua. 

2. 	 Organizational Chart 	of the Ministry of Government. 

3. 	 Organizational Chart of the Municipal Development 

Department - Ministry of Government. 

4. 	 Organizational Chart - INVIERNO 

UNCLASSIFIED
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ORGANIGRAMA DEL GO6IERNO DE NICARAGUA 

rooP0141LL..w~v FOODX414CU14?lv P001 
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ORGANIZATIONAL CHART
 
MINISTRY OF GOVERNMENT
 

VICE-MINISTER OF
 
IURBAN P

LANNING
 
VICE-MINISTER 


GAL SECTION 1
 

CHIEF-ADMINISTRATIVE
OFFICER
 

[~i~IPALLICENSE PLATESI 

[EVLOPMENT ROAD SIGNALS 

[PUBIC NATIONAL DRUG 
IMINSTRY CAMPAIGN
 

BUD3ETING PLBLIC RELATIONS 
SECTIONIFECTION 

MUNICIPAL MUNICIPAL 
ADMINISTRATION I CORRESPONDENCE I ADMINISTRATION 
SECTION STUDIES 

MAINTENANCEI 
PALACIO NACIONAL MONUMENTAL 

SOCIALNATIOAL
 
REHABILITATION
 
CENTER
 

NATIONAL PRESS I LA GACETA 

URBAN RURAL I POLITICAL I JSTICES OF[ATIONATION 
POLICE MUNICIPALITIES PENAL SYSTEM APPOINTMENT THE PEACE
 

UNCLASSIFIED
 



ORGANIZATIONAL CHART OF MUNICIPAL DEVELOPMENT 
DEPARTMENT - MINISTRY OF GOVERNMENT 

I MINISTER OF GOVERNMENT 

CHIEF ADMINISTRATIVE 
OFFICER 

, ! III! DIRECTOR 

LEGAL DIVISION ADMINISTRATIVE 
DIVISION 

TECHNICAL 
DIVISION 

ASSIST. SPECIAL STUDIES 
DIVISION 

TRAINING 
DIVISION 

MONITORS 

0

\I.n 
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DIECTIVOl 

CornStC[RTARIA] AUiTID~A CrnI 

Ejeut.---------------------- CRENCI AGENERAL, 

olV; OI DIVISION DE PERONA V~c DEIFTE: LET 
LE IAL CNAE!jDAD JMISTRATIVOS 0 EA ;'OuIlcSD 

Div. Org. DvProa 
Div.c~Persr7 

Div S-rvc 2- EstueS0 ir0v. Ing. 

'~ ~ Cr., r-Ir~t0 re 

CE.;E:SX4 CEDEt IiETE5 7A71A CEDE 



MOG/INVIERNO IMPLEIMENTING AGREEMENT 

INSTITUTO DE BIENESTAR CAMPESINO 
(INVIERNO) 

UNCLASS7?IED 

ANNEX S 
Page 1 of 7 

MINISTERIO DE LA GOBERNACION 

BEST AVAILABLE DOCUMENT 
ANEXO N! 9 

CONVENIO ENTRE EL MINISTERIO DE LA GOBERNACION 

Y EL 

INSTI'UTO DE BIENESTAR CAMPESINO 

PAA LA 

EJECUCION DEL PROGRAMA DE DESARROI-LO MIUNICIPAL 

Mnnagua, Nicaragua 

Aqosto 1976 

UNCLASSIFIED 
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1111Cde'L Cotrnaci6n 

Aiana5,ua, 1). N. 

CONVENIC ENTRE EL MINISTERIO DE LA rlOBERNACTON Y EL INST ITUTO
DE BIENESTAR CAMRSINO (INVIEPJ4O PAR~A LAEJECUCION VEL PROGRAMA 

VE, M~ARROWO INICEPAL.
 

JOSE ANTONIO MlORA ROSTRAN, cot au1 edtc de 1fi.nLibtto de, La Gobevna 

eign y KLAUS SENGELA!AN, ent 4u catidad de PMeaident.e deL Conzejo Di-

Itectivo deL lnstituto de Bienestak Campe6ino. (INVIERNO), 

CONS IVERANPO: 

I.-	 Que. de acuejdo con et Akto. 2.50 de La ConstitueZdn PotCti

ca, de La Ley Ckeadoi~. de Ainibteitio4 def CEstado y o.A4aa 

Vependencia4 deL Podea Ejecutio yj 4u6 tetSo/tmas, pubtica

dab en"Let GacetaDiaitio O06ie.at No. 249 deL 31 de, novie~ 

6ac de, 1941 y No. 94 det 30 de, ab4I.JZ de, 1963, y con La Le~y 

OA94nica dei viathito Nacionat y de, Alunic.ZpaLtdctdc, pubLZ 

cada en "La Gaceta", V.ia'to O6iciat- No. C4 deL 19 de.ab4.ZL 

de. 1967, et Mi.faezac4o de. ta Goobetnacidn .t.icne a zu ca,%qo 

La ap'Lobac.Z6n de Los H~anes de. A,%bibtko y P,%eupuesAtos, aat 

aomo La vigit~aiicia de. tas Mni.cipatiodadu. y La d.Ziis6n po

U~tica .intc'tdepa~'ttamcntat. 

71. te cOndo~in Voec~cto No. 20, pubticado con"La Gaeta", Dia

4Zio 06iciat det 5 de.mayo de. 1975, TNVIERNO tiZotno Co111o ob

jetivo p4.ulLcipat, et. de ho.'w.t at,..a robtaci6t kukLat de. me.

floAe6 4iizgAeos y et de. pltonovn t mnejoumen~to de. 6L iveL 

de. iida; q Co. hae ido conclletda La caL.Cdad de, Banco. 

Ill.-	 Que eL AiniWte.'.o de. La GobcAuzac.Z6. e 1NI/IERNO tteva'tdn a 

cabo, con juittamente, un p/Loq,,ama de. deaviotto nmun-Ccipat en

cainiitado a quec Les pkinc.ipates c.iudade6 y cab co.4aa nitici

patc6 det hvn' Atit, qdtc-cantiayo,%.ca ijiccntios de. p4togi.

60 qtt. bc. t.haduzcan cot bicizeta/L cotcctivo de. La pobtaci6ii; 

y pa'atat im I'a NVt'll. ha Ck.eado dIC1.Lr0 do. AIL 0A'ttniZdaZ6)n, 

an VI'p.v(tm jikHo de. IVesa't'ofl Iui:.(cipat; debIicvido, tamii 
UNCIASSIFIED 

http:tiayo,%.ca
http:GobcAuzac.Z6
http:de.ab4.ZL
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Ministerio Jc~ Glnau~ Anfex S 
hins. I . N. 

Conven*:o 2.

et Aiinistektio de La Gob einacidn eceat dentito det pop.Co 

Miniteiio n Depa'Ltamrento de Ve~avtotto y A~eho/Lta Akut& 

c~ipatD ambo6 con et. p'to p66to de pite,6ta4 aaistencia tieni

ea y citedtica a ta4 i'anici.patidade4, a~t como e~cetatgt 

e,&tudio4 de zu adviiii.6ttac.i6n, tegiC.taci6n y o.'tas mate/tiA 

4ketacionadas con tas Ituniceipatidade6. 

Que pa'ta et deua'ttoto de u6te putg~anla, etL Gob.ie'no de ta 

1ReptlbL.ca 4sa6cki.biuj us cont'%to de p't64tamo con La Agenciea 
litteitaconat de Vehact.tkoto (AID), paita 6inanciait una pa/r.te 

deZ eozo; y de acuevdo con La etdusuta 3.07 (r.) de d.Uzho 

cofltJtato de pktaamo .6c c,6tabtece La neeev&idad de .6a6r4-ki 

b4an conventko entte ot Alinae'tzo de ta Gobahnacidn e IN-

En )caz61z a ta~s coniL dniaclene anitioire, aQ. miv.ene cot 

,6uzctLibibL et pkete~nte Convenio ente et Minizte'%io de La Go

bn'naci6it y et 7n~.tituto de Hi.iesta/t Carnpe~.£no (INVIEPJ4O), 

lhujeto a ta6 siguenite bazesh:
 

OBEC'1VOS: 

EZ Cotivenio ten d't/ Zo.3 6igJuicntu6 objetivo,,: 

a) lfanitne/L una e~techa cotabo'tacZ6n y coo'td.nae.i6n entte 

Ct Alni.tCio de ta Gvbe'tnaia.6n e 114VICRK-O, con e~t din 

de comnptecnnta't .Su. actividce4, pair a ev.Lto.t dupticidad 

de eb due/tzoh a con~Cicto4 ej:.t'%etc a pa/Et.; 

bW Encauzaa £0.3 C.3gLLLzos itecesaltio- paltd La AJatzaei6,i 

det ptogj.'ara de deaam'titoo rnizcepaZ; y 

c) E~tabtcce't Lo6 rnecan.imo4 d~e coo'tdiejac.i6n AiiiteJ-agenua.

4Les quc Acquiec/Lt ea cjecuc~in det pkc~cat;i eCdvenio. 

AW~IMI STVACM~O: 

It Miiii4('to c.e a Oohc.lowc.~6 j yce P C.A-dci t. .~ZCoe16cjo O. tcce.uo 

tie. ~ci~zC.4sIlL'0! f1; An'. ))'JI5 ii( c- dt- fa adrnmiiitci.6i y ej ccue.(Oh, det 

pite et..Ci oCoiveio,* ))IddCJlIIO dcCtV.(qa diC1. hat 6 011/ abit.dald o 61ii Cii a-

UNCLASSIFIED 

http:adrnmiiitci.6i
http:Gvbe'tnaia.6n
http:1ReptlbL.ca
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Min~scii de 1, GC'oclin Annex S 
A4Ainastla, D.N~. 

Conveni~.o 3

Itio.z de 4u4 tehpectva6 dependenelaa, qLue eatimaun conven~entes. 

miniNSTETRu yE LA GV[ERMACION 
Et Depa~.twniento de Ve,6a&44oto y Asesoi~la Municipat det Aftni4te.&o de La 
GobeltnaeZ6n. .tndmcf ta,6 4.quientea JuneUone6 y obtigaciones * 

1) lfae4 e6tudio,6 .6ocio-econ6mico,6 y. juatdic04 conducenteA 
at Iej'oAniiento. y amptiae.Zn de La ge~ti6n mctnicipat, con 
taz k~eumv~idaciones a Las autotidadea gube/Lnamentate6 

CoAepondiente; 

2) Fotirnu~a& etudoz&tobte ta4 ca-tacettttiea6 y p4Obtemaz 
de taa Munie.ZpaLidade4, con miZtu aadete,%mina&4 C La diL
viZi6n potUt.ea deL patz~, a niveL muniecipat, e6 adeecua
da pa~a et deza&&otto de eaa MIunir±LpaLdade4; 

3) Tnvvt1iga ta., po bs.-.-tdadcs de a4istencia ticica qae 
ecZ Gobieu~o pueda poneit a di.pvo6ic.6n de taa Munici.paL.L
dade4&; Yj 6oiutat ta baae4~ de un zis~tema coo~tdinade 

de a,6ezo,'ta y apoyo .tdti~o; 

4) 	 Etabo.'a&t y dcaav~oLa4 ptaiwe de capae.tacidn paAa tolA 

6unfleZnaiLios LD1Aicpate,&, tend.Zentea a nmejo,%at La condLuc
ei6n adminit.ativa de aW6 muLtniepz0A; 

5) U6tabteee4 Ace'LiioA de con~uCtotta a tas nuncipatidadea; 
6) CanpacitaA ae eti, .nto Iiumneo J&C at9ado 6une.Zonamiento det 

Gob.ie~io Ltcat, en aquettas nate'aaz que pekmitan mejoltat 
La 6uizcili admnist.tativa de LoA m~unieipio-6; 

7) 	 Asuoltvi. a tas mlunicipatidadc.6 en La coit.ttatacidn de a,&e
so/tc.6, 64kmas etc., pa/La La eta bo~acidn de eatudioa, o
b~ka etc., y o&tad actividahe Actac. onadaa con et Peaa
it4otto 'muniz4:cae; 

j8j [I,01l l I] ~otjivaL , fa noomwici~D 4.(iluzc.~ge 

9) Cvc'.bua'~ coni ta otim'a autoiiidadL6 e teaciotiadaa con 

et de-sa)LI~oto Ifinat y niullieilaL; 

http:di.pvo6ic.6n
http:potUt.ea
http:amptiae.Zn
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Nlcnasua, 1). N. 

Conven.io 4

10) 	 La Aetzae.i6n de toa e~udio4 .terni.oa, eeoe16m.eo,6 y 

ju&Xdieo4 paita et deza4'otto de t06 1-funieti.oa; 

11) 	 PMepata& et mateviat didd6eico paia t06 cuitdo6D cha4%

tas, cond ete.aa, 6emina4.o4 eta., que 4e/Ld pAeci~o 

dic~tat como pa4.Ce det ptan de en.Utenarniento a 4une.Zo

nahio4 y emp~eadoA de La adminiattaci6, p6lolica a ni

veAL de 'Gobieknoa tocatea; y 

12) 	 Teniat en cuenta pi.iokit'zkannte at aptoba4%£06 Pie

6tupaeuto6 de t06 llunieipio4 Lo. obtigaciotte4 que (.htoz 

pud.ie~kan tenek con INVIERNO, eapee.iatente en to %eta

tiLvo at£ pago de ta4 anloati.zaioflea nid6 inteiteae de 
toa plt.taIoa que ae tea hubieitan concedido. 

71)IV IEP&IO 
IUVIER1O .tendit.6 taz 4iguicne 6 ufcionea y obtgacioneA: 

I3 Ope.La& et P.%og~atna, en. au p4.Zre.'a etapa, en 'taa Re'9A0

nc.6 11 y V p4.incipatmnente, y po6.te4Zo~mnlte i4 exerin 
doto at kiez~to det pats; 

2) Admni~n6t~a4% un dondo de citdto e .ifuekit6onea paith1 

pho yectoa mnie.patea de dehak4otto; 

3) Mfantuicit .in6o'unado at Mfiniate~io de ta Gobeknact6n de 

todo to que obaeave en AetaeZ6n con et e6.adb de taa tnz

ve~,inc dinanciadaa; 

4) 	 Someteic4 a ta coniZdck'ac.-6, det fin ate'Lo' de La Gobeltna

e.idn taz /Lecomendacionea y conctu~sionua de £06 eatudiO6 

de' jactitidade6.baizea4Za6, 4elacoacoasb oi£0 Alun-

cipu04; tJ 

5) 	 Pec~tviLt Aoblte taa botie.Ltudc.6 de p/'6staao que hagan 

t06 ;fimmic.'Zo6 coot ta apAobacd.6n det Mldiiz.t£e4~o'de ta 

Gobvt'lcgic6n1. Unisiiqn ca~o INVI LRlJO t/Lm&1ai46 aotieA-

h(tdeA c'~ Ml.t1cip106, rqrLO. nO Iiayalz iido pituentadlaa at 

II f41 * .e'iO (I( fn n be t Ira iilCi( wli (6nl o b tel? in all.obinc 

http:apAobacd.6n
http:6emina4.o4
http:1-funieti.oa
http:Conven.io
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Conven.io 5

de dieeho Afin.4te~i.~ 

MM1ISTER10 Dr.LAGrc.rWAACIjOt E INVIERNO
 
Et de La Gob etuaciiln e INVIERNO tenditdn 
 1a-s 4Siguiene,6 6un-
Cz.on es y ohbgaciolese cofjunta, : 

1) EtaboAa4 eatud.Zo4 4ocio-eeoni6mnicoa que. peloni.tan identi
6a Oato.unicipioz con caue%t4.Ctca4 pata .aetL Po

toA de Veaatuzotto; 

2) Reornenda&ta4 p'~io4idadea de asignaci6it de £04 /ecui,
4.66 nacionate6 o inte-tnacioate4s que puedan enca4ga4ue 
at P~og~ama pata et togj~o de 4u6 objetivo6; 

3) HaceA e.6d.Zo de cadu Municip.o pa/ia .ident.i6ica4 t0.6 
p'Liic.ipatu. p4obtenma que ob.6tacutjizait 4~u de.6aAotto, 
a 6in de que et M.ni,.Cto de ta Gobetnaci6it tomne 4-a 
rnecI~da6 nece ,aia pa)La ALe4o.A/o.6;
 

4) lbzve.6t.i9at Lo4 
 hecCU/L45Q actuLae~c. y potenciateA 4aL po
.6.ibte exptotaci6n, ell cada eneld pio, witn 'nua a eta
boi'a& ptane. de du.al~kotto kcgefonat; 

5) E,6udiait ta.6 iee.6idade,6 bd.6ica6 de a6.&Atetea 't~.nica 
y 6inlaniLC.a de. cada Inltn.cip.Zo, je'LavtqUizakta6 y o~'L
cc4Lta a £0.6 muniLc.ipio.6, de acue,%do a toA p4ocedimten-. 
.toA c.6zabtec.,do4 ell aqueLto..6 d'Leao que 4se deteimn:een como 
izecuc.ata6 paJka ct de.6a/totto m~unJ cApat; 

6) Pt)omovc una nmaijoi pa4Ac-41ac. 6, de Za.6 conlun.dadc.6. en 
genfellat, enl et dc.6aAAotto de ta6 m.Z.6la.; y

7) Ve.nA, p)o' et buit u.6o dc. t0.6 cALfd.to4 concedido. 

~~ a t0.6 nmun.iipio,6. 

Ill 4e~ d. tcdo to nllt lUA., 6illmnmo, et p4e.6enlte Colnvelzio, ell t4c6
tal0 de. un li(jiflmo temiol, cm'Dta ciurtae de lfaenacua, V iito Nacjo,,at 

UNCLASSIFIED
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Coizvenio 6

uato.s vCiZntin dta4. det meA de mayo de mit novecientoa aetenta yf&ei6.
 

JOSLE ANTONIt MORA ROSTRAN -I'LL,1I~U G\ MIiS;lRO DIE L GOlSLFUI ON AMINJSTIW DIE AGIRICULTURA V PRESI
9ENTE DEL CONSEJO VIRECTIVO DE 

INVIERNO 

RIi)Of 



AGREEMENT ESTABLISHING ADVISORY COUNCIL UNCLASSIFIED 
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INSTITLUTO DE BI.3INESTAR CAIIPESINO 
(INVIERNO)
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