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The USAID/Nicaragua strategy was outlined in detail in the CDSS submission approved just
six months ago. No major revisions to the strategic objectives are currently envisioned and
the strategy remains as outlined in the CDSS.

USAID/Nicaragua agreed to use this Action Plan to adjust the framework of its strategic
objectives from that presented the CDSS approved in July, 1991 to better represent the strong
concurrence between the Mission’s program and the LAC objectives. In addition, the
Mission has made considerable progress in identifying indicators and establishing a Program
Performance Assessment System with assistance from CDIE and its contracted consuitants.
This progress in articulating the Mission program is outlined in some detail in the tables
accompanying this Action Plan. The relationship between Mission strategic objectives
presented in the CDSS and the LAC Bureau objectives and how those objectives are being
addressed by program and project initiatives is presented in Table 1 - Strategic Objective
Program Overview. The relationship between Mission and Bureau objectives can be
summarized as follows:

I!CQ!' -v . ) 1[- -V s - Ql- -V
I. Support the achievement of broadly-based, sustainable economic growth.

A. Encourage economic policies W
that promote investment, productive Increased foreign and domestic
employment, and outward-onented investment.
diversification. [

Increased competitiveness and
B. Encourage a vigorous private diversification in the economy.
sector response. ]

C. Encourage increased economic Increased participation in the economy.
opportunities for the disadvantaged. '
_ Improved basic education.

Improved maternal and child health.
D. Encourage preservation and Increased use of environmentally sound

sustainable use of the natural _ production and extraction practices. -
resource base. '



II. Support the evolution of stable, participatory democratic societies.

A. Strengthen civilian government
institutions.
Greater consensus on democratic values,
B. Strengthen public participation
in Democratic Process

III. Respond to specific chalienges

A. Foster regional integration and (Activities in these areas have not been
cooperation. articulated under a strategic objective)

B. Diminish participation in
production, trafficking, and abuse
of narcotics.

C. Respond to epidemics that
threaten the region.

The strong relationship between Mission and Bureau objectives is more clearly apparent in
the accompanying charts and tables where the Mission's work in identifying indicators
demonstrates clear convergence with indicators proposed for the LAC objectives. In the
following discussion of program progress it should also be more clear how activities in
support of Mission strategic objectives promote the associated LAC Bureau objectives.

B. Program Performance

USAID/Nicaragua has undertaken one of the most rapid program start-ups in the world with
most of the initial effort focused on initial economic stabilization and emergency social
needs. The program outlined in the CDSS addresses the longer term objectives of broad-
based, sustainable economic growth and democratic transition. The considerable success of
Mission initiatives in addressing Nicaragua’s immediate needs lays important groundwork for
achievement of the Mission’s strategic objectives.

The USAID/Nicaragua program is still less than two years from its inception and less than a
year from completion of its first CDSS. Though considerable progress has been made in
determining indicators for measuring progress, the Mission has been unable to take the next
step in establishing baselines and targets for the €DSS period. Thus, Tables 1A and 1B
depart from the format provided in the Action Plan guidance which focus on quantitative
targets in order to discuss, in more general terms, progress related to the strategic objective
and selected program outputs. The progress discussed in the narrative below is also a
primarily qualitative assessment of progress toward strategic objectives since Mission
activities were initiated in mid 1990.



1. Support the achievement of Broadly-Based Sustainable Economic Growth

a. Encourage economic policies that promote investment, productive
employment, and outward-oriented diversification,

b. Encourage a vigorous private sector response.
Mission Objectives
° Increased foreign and domestic investment,
L Increased competitiveness and diversification.

Achieving the Mission’s primary growth strategic objectives will require both policy reform
and efforts to stimulate a private sector response. At this point the most dramatic progress
has been seen in the establishment of a policy environment creating favorable conditions for
private sector investment and an increasingly competitive economy. Over the past year, the
Nicaraguan government has taken the following steps:

® Institured a strong and successful stabilization program that has reduced inflation
Jrom 45% per month to almost zero and stabilized exchange rates. This has been a
critical first step in restoring investor confidence and laying the groundwork for
renewed economic activity by the private sector. A severe contraction of the
economy was avoided by using USAID cash transfer backed local currency to cover
the budget deficit and import requirements.

. Reduced the size of the public sector to reduce budget deficits. USAID support for
the government’s occupational conversion program has helped downsize the
government workforce by over 22,000 through voluntary separations. Beginning in
1992, this will have significant impact in reducing government budget deficits and
eliminating a major source of inflationary pressure.

L Liberalized trade and opened up new markets and trade relations. State trading
monopolies have been eliminated and private sector competition has returned in both
import and export sectors. Imports from the U.S., which had been non-existent due
to the embargo, are estimated to reach $140 million in 1991 or nearly 20% of all
import activity. Exports to the U.S. under the newly acquired CBI status are
increasing in such areas as seafood and melons. Elimination of state trading
monopolies and trade liberalization were part of the U.S.-Nicaragua policy dialogue
associated with cash transfer assistance.



L Began the process of privatizing state-owned enterprises. The structure for
privatization of public sector enterprise has largely been established and 86 firms were
privatized or placed under private management over the last year. The government
has committed itself to privatizing about 50% of its total portfolio by March of 1992.
The Mission has been providing advisory services to help establish a framework for
privatization and in prospectus preparation for pending privatizations.

L Established a Superintendency of Banks and the legal framework for operation of
private banks. The Superintendency of Banks began operation on July 30, 1991 and
four private banks have opened since August 22, 1991. Improved regulation of the
financial sector and the influence of market forces through private banks shouid
dramatically improve financial services in Nicaragua and improve the management of
financial resources in the nation. The licensing of private banks and establishment of
a superintendency were a major part of U.S. policy dialogue.

These accomplishments represent a profound change in the policy framework and overall
business climate for the private sector. However, a variety of other factors, including
uncertainties over property rights and continuing political disruption on the part of opposition
groups, have tended to slow the private sector response. Nonetheless, there is clear evidence
that Nicaraguans who had left the country during the 1980’s are beginning to return and
intend to conduct business in Nicaragua. Figures are not yet available but it appears that
there has been a significant increase in private investment beginning in July/August 1991,
which is expected to produce three to four percent real growth in 1992 after eight years of
decline.

At this point the evidence of improved competitiveness in the Nicaraguan economy is
primarily anecdotal based on the opening of numerous retail firms in and around Managua.
Nicaragua has not yet demonstrated renewed competitiveness in export markets but in areas
with a natural comparative advantage such as coffee and bananas, exports are expanding. The
first tentative steps toward increased non-traditional exports were reflected by the first
shipments of melons and limes to a newly opened U.S. market in 1990. A large crop is
currently being planted in late 1991 for 1992 harvest and export. Mission and ROCAP
assistance through a local non-traditional export promotion association has been critical to
achieving these first steps.

These economic growth objectives will continue to be the Mission’s highest priority and the
majority of mission resources will be concentrated on policy dialogue and activities to
stimulate investment, competition and diversification. Much of the policy dialogue over the
Action Plan period will focus on aspects of the investment climate. Cash transfer
conditionality will also be focused on the allocation of credit resources to private financial
institutions. The Private Agricultural Services and Private Sector Support projects, now
getting underway, will focus on stimulating a private sector response that will be reflected in
increased investment, competitiveness, and diversification in the economy.



c. Encourage Accelerated Opportunities for Increased Participation in the
Economy by the Historically Disadvantaged

Mission Objective: Increased participation in the economy

The vast majority of Nicaraguans will participate in the economy through wage employmerit.
To address employment needs until increased private sector activity creates new long-term
jobs, USAID has funded an employment generation program that has financed over 15,000
short-term jobs in Managua and more than 60 other municipalities throughout the country.
In the process, private sector companies have received contracts which have helped them
reactivate, and critical infrastructure (roads, schools, clinics) is being rehabilitated. On the
Atlantic Coast, a region particularly affected by the war and natural disaster and historically
neglected by Nicaraguan governments, more than 400 jobs have been created in efforts to
improve management of up to 150,000 hectares of forest and rehabilitate up to 80 bridges,
250 kilometers of roads, and ten health centers.

Over 18,000 former resistance combatants have been demobilized through U.S. financing of
the CIAV program, and 35,000 refugees have been repatriated. About 95,000 ex-resistance
members, refugees, and members of their families have received immunizations, food
supplies, clothing, seeds and basic tools for agriculture, and housmg materials to assist in
becoming self-sufficient.

Nearly 3300 students have received vocational training under a Salesian Missions program
financed by USAID which will improve their prospects for obtaining meaningful
employment. A $2 million special scholarship program through Georgetown University has
sent 75 Nicaraguans (including 42 women and 15 ex-members of the resistance) for 18
months of technical/vocational training at U.S. community colleges.

Efforts to assure that AID programs reach the Atlantic Coast and address particular needs of
that region have provided a significant boost to the local economy. Nearly 15,000 Atlantic
Coast farmers received rice seed provided by CIAV/OAS under an AID-financed emergency
project. Approximately 750 tons of seed helped reestablish rice cultivation which had
disappeared due to civil war, floods, and hurricane disasters. The harvest produced from
this seed provides families in the Atlantic Coast with a key element of their diet as well as a
surplus to sell and generate local commerce. A bumper crop of at least 30,000 tons has been
a major stimulus to economic reactivation in the region; carry-over stocks will serve as the
basis for next year’s planting thus ensuring sustainability.

Over the Action Plan period USAID/Nicaragua expects to continue work in orienting the
process of privatization to emphasize broad ownership and will begin to explore the
possibilities of creating a Nicaraguan stock market. Activities to assist credit unions will also
be investigated during the Action Plan period and funds will be made available for small
enterprise PVO activities.



- Mission Objective: Improved basic education

The more than 7 million new textbooks provided nation-wide to elementary and secondary
schools represent an important first step in improving the quality and reducing the political
and military orientation of basic education in Nicaragua. The Mission’s Basic Education
project will begin during FY-92 and will address the critical institutional, policy, financial,
* and technical constraints which impede the improvement of the quality and efficiency of the
primary education system. The Education Assessment undertaken as part of the process of
project design has already served to orient the priorities of the Ministry of Education and
served as the basis for initial AID-financed technical assistance to reorganize the Ministry,
improve its management information system, reform the curriculum, and train teachers.
Fifteen Ministry of Education employees sent for short-term training in the U.S. under the
Development Training Project represent another step in a series of activities leading up to the
Basic Education project.

Mission Objective: Improved maternal/child health

In the health area, mission activities provided stop-gap medicines and have begun to address
key elements of improved matemnal child health.

Through the timely provision of pharmaceuticals, the Ministry of Health has been able to
alleviate severe shortages and supply medicines to segments of the population most in need.
Both mothers and children have been primary beneficiaries of this program.

AID’s participation as the primary donor in a multi-donor immunization effort has helped
improve coverage rates for major childhood diseases; coverage rates for some diseases have
been increased from 35% to 75% over the last year and the rate for polio is over 90%.
AID-financed PVO programs working with oral rehydration therapy, growth monitoring, and
other child survival interventions have addressed the major causes of childhood sickness and
death. Project Hope has provided assistance in strengthening basic services at maternal and
infant departments of four community hospitals and has offered training courses in
emergency pediatric care to over 75 Nicaraguan doctors and health professionals. The
Adventist Development and Relief Agency (ADRA) has distributed over $2 million in food
assistance and is working in 340 rural communities on child survival, growth monitoring,
and oral rehydration.

Expansion of Pro-Familia family planning activities is now underway under the Family
Planning Expansion and Regionalization project.

During the Action Plan period the Mission will be designing a decentralized health project to
address primary health care and will be considering PVO proposals in this area for funding
under the PVO Co-Financing project. Non-project assistance related to health financing
issues that will allow the Ministry of Health to focus greater resources on primary health
needs will also be considered.



d. Encourage Preservation and Sustainable Use of the Natural Resource
Base

Mission Objective: Increased use of environmentally sound production and
extraction practices.

The Mission’s Natural Resource Management project is now starting up and will provide
institutional support for Nicaragua’'s environmental protection organization (IRENA),
protection of key natural areas, and support for policy changes and activities addressing
critical resource/environmental problems in Nicaragua. These will include improved pest
management programs designed to address problems of pesticide misuse, improved forest
management policies and practices, and environmental education to improve understanding of
environmental issues throughout the Nicaraguan population. In addition, the Mission is
helping to finance protection of bio diversity in important ecological areas, along with
economic development in border areas, in three geographic areas: the Bosawis tropical
forest in the North, the Mosquito Keys, an important lobster breeding ground off the Atlantic
Coast, and Chacocente, an important nesting ground for sea turtles on the Pacific Coast.

An area of emphasis under the PVO Co-Financing project will be programs in agro-forestry,
watershed management, land conservation, and agricultural techniques aimed at land
reclamation,

2. Support the Evolution of Stable Participatory Democratic Societies
a. Strengthen civilian government institutions
.bu Strengthen public participation in Democratic Process
Mission Objective: Greater consensus on democratic values

The Mission’s program is designed to promote a consensus on democratic values through
1) civic education in schools, through the media, and through grassroots organizations, and
2) efforts to promote a positive experience with democratic rule through strengthening of key
institutions. The Strengthening Democratic Institutions project, now underway, funds civic
education efforts and a range of technical assistance and support for institutions critical to
democratic rule. Other efforts to improve operation of key institutions include the Public
Sector Support project which has helped restore critical government services after an initial
sacking of ministries by the previous government. An inventory and analysis of Nicaraguan
laws and its constitution was completed which can serve as a useful reference for reform
efforts of both the executive and legislature; the inventory of laws is now being printed and
will be distributed to members of the National Assembly.

Initial efforts in civic education included nine seminars on organization of political parties,

the role of parties in privatization, and municipal development conducted by a new political
research group, FUNDEMOS. More than 1200 persons attended these seminars in Managua
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and six other cities. The Salesian Missions, in efforts complementing to their vocational
training, have also provided civic education materials to more than 4,900 young men and
women.

American Institute for Free Labor Development (AIFLD) efforts have helped increase
membership in independent unions by over 185,000; over 11,000 union members have
received training and 674 new unions have been organized. Assistance through the
America’s Development Foundation is being provided to Nicaraguan human rights
organizations.

Perhaps the most important effort undertaken to date to lay the groundwork for consolidation
of a democratic society has been the largely successful demobilization of the Resistance and
the general progress in reconciliation and peaceful resolution of conflict it represents for
Nicaraguan society.

3. Respond to needs for international cooperation in addressing specific
challenges to the attainment of broadly-based, sustainable economic growth
and the evolution of stable, democratic societies.

a. Foster regional integration and cooperation

The most critical area for international cooperation during the past two years and continuing
on into the Action Plan period has been the process of demobilizing the ex-resistance and
assisting in repatriation and resettlement of the demobilized and refugees. USAID support
for these efforts has been funneled through the International Commission for Verification and
Support (CIAV) working with the Organization of American States (OAS) and United
Nations High Commission on Refugees (UNHCR) and through the Central American
Conference for Refugees, Returnees, and Displaced Persons (CIREFCA).

USAID/Nicaragua has also recognized that efforts in support of regional economic
integration and Central American regional economic initiatives are important complements to
bilateral efforts to bring economic growth. The Mission will continue to participate in these
efforts and will fund the participation of key Nicaraguan counterparts in appropriate forums.
b. Diminish participation in production, trafficking, and abuse of narcotics
The Mission has not highlighted narcotics programs as an area of mission involvement.
c. Respond to epidemics that threaten the region
Mission efforts to improve maternal/child health care will generally support actions taken to
confront a possible cholera epidemic in the region. Mission personnel have participated

_extensively in coordinated efforts to prepare for cholera in Nicaragua and USAID-supported
PVO’s working in certain regions have become part of efforts to combat cholera.
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C. Program Evaluation

A major task for USAID/Nicaragua over the next six months will be to move forward in
establishing baseline information for the range of indicators that have been developed for the
Mission’s Program Performance Assessment System. The Mission has made significant
process in identifying and analyzing indicators and has established a database system for
collecting and analyzing this information. The progress made and plans for developing the
required information are presented in the modified format for Tables 1A and IB. In the
process of developing baseline information in these areas, the Mission will determine where
special program level evaluations will be appropriate. Currently, a Mission workshop is
planned for sometime during the second quarter of FY-1992 to focus on data collection and
reporting functions. By mid-1992 the Mission will have clarified plans and funding
mechanisms for on-going and special program evaluation activities.

Among the activities that will be undertaken to establish baselines and targets will be initial
survey work and focal group analysis related to the Mission's efforts in promoting
democracy in Nicaragua. The Mission will also draw from a planned World Bank socio-
demographic study and planned IDB surveys in the social sectors. Project activities and
monitoring and reporting built into project design will be a primary source of data for
program level evaluation.

The Mission has just completed an evaluation of its Economic Stabilization and Recovery
programs for FY-90/91 and is in the process of reviewing the final Evaluation Report. A
special evaluation of privatization efforts funded from a variety of sources is anticipated for
late in the second quarter of 1992. As the USAID/Nicaragua portfolio begins to mature,
interim project evaluations will become an important management tool for project
implementation and will contribute to overall program evaluation.

1. COUNTRY PERFORMANCE RELATED TQ BUREAU OBJECTIVES

As of the submission date of this Action Plan, USAID/Nicaragua had not received final
country performance rankings to be used for budget allocations. However, the previous
rankings sent in August placed Nicaragua next to the bottom of all LAC countries. A
ranking at this level for Nicaragua penalized the new government for the sins of the old.
The substantial progress made over the past year in Nicaragua is recounted above. The
Mission finds it difficult to believe that any other country in the region can match the scope
and extent of actions taken by the Nicaraguan government to liberalize the economy and
stabilize the economic situation. If Nicaragua is not rated at or near the top after a period in
which economic policy has been essentially revamped and totally re-oriented in line with
free-market principles, the utility of the performance budgeting system needs to be
questioned. The Mission believes that the government has taken bold and dramatic action to
the maximum extent possible within considerable political constraints. Much of what has
been accomplished over the past year in the economic realm far surpasses what most analysts
expected. While the Mission will grant that there is a great deal yet to be done and key
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areas in both the political and economic spheres have yet to be addressed, the country should
not be penalized because it still has a long way to go but rather rewarded for the significant
progress it has made and encouraged to make further efforts to move forward.

.  PORTFOLIO ANALYSIS: NEW AND TERMINATING PROJECT/NON-PROJECT
' INITIATIVES

USAID/Nicaragua has addressed many of the immediate needs of the Nicaraguan economy
and responded to urgent requests from the Chamorro administration through one of the
fastest program start-ups in the Agency’s history. With this initial period essentially over,
the Mission anticipates a program focused increasingly on long-term development activities.

A. New Project/Program Initiatives

The USAID/Nicaragua project/non-project portfolio developed in FY-90/92 generally
incorporates the activities outlined in the CDSS strategy. As a new portfolio with the bulk of
the design work already completed, new project initiatives are generally elaborations on
existing project design based on a continuing process of assessment and study in areas
identified in the CDSS and original project designs. The Mission also expects to be able to
build on experience in project implementation in expanding activities that appear to be
effective in reaching project and program objectives. Thus, the new designs the Mission is
considering maintain a strong focus on areas identified in the CDSS and represent spin-off
projects, expansion to existing projects, and complementary activities to projects now
underway or in development. At this point, the Mission plans relatively few design activities
for FY-94 with the intention of buying down the mortgage and focusing on implementation.
The new activities now being considered through FY-94 which have not yet been provided to
AID/W for review are summarized below and their relationship to Mission strategic
objectives is outlined in Table 5.

FY-1992

The FY-92 cash transfer program, Economic Stabilization and Recovery IV, will provide
balance of payments assistance in support of liberalized exchange rate policy, elimination of
restrictions on private import and export of key agricultural commodities, and allocations of
medium term credit resources to the private banks.

A new PL-480 Title I program is being developed for FY-1992 to provide continued balance
of payments assistance in support of economic stabilization. This program will provide
foreign exchange savings to the government as well as a stable supply of basic commodities
that will help to stabilize prices. Foreign currency will be used 1o reduce the government
budget deficit in order to eliminate inflationary pressure.

A PL-480 Title II program for FY-92 will provide resources for the Adventist Development

and Relief Agency’s child survival programs in rural Nicaragua and for CARE's ongoing
employment generation program in Managua.
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The Mission’s Basic Education project is expected to be signed during the second quarter of
FY-92 and will address the critical institutional, policy, financial, and technical constraints
which impede the improvement of the quality and efficiency of the primary education system.

The Public Sector Financial Management project will provide assistance to the Nicaraguan
Comptroller General and will support the development of fimancial and management systenis
in government agencies that will improve accountability. This ESF-funded project will play
an important role in developing public confidence in key institutions of democratic
government.

A Decentralized Health Services project is currently being developed to address primary
health services focused on maternal and child health needs in priority regions of the country.
The project will work to strengthen the capacity of municipal and regional primary health
services. The project will also address questions of health financing and private sector
involvement in health care delivery and financing which will be critical to improved service
at all jevels. -

A planned amendment to the Employment Generation project will extend project activities
through March of 1993. This project addresses Nicaragua’s short-term employment needs,
helps to revitalize private sector construction firms, and repairs and rehabilitates urban
infrastructure and the amendment will allow continued funding for FISE employment
generation activities in the absence of expected levels of IDB funding for this program during
FY-92. USAID plans to discuss allocation mechanisms for transferring resources to
municipalities as part of the Economic Recovery and Development I cash transfer program
for FY-93. Such allocations of resources to municipalities, expected to begin in March,
1993, would provide an alternative source of funding for local infrastructure repair and
rehabilitation projects.

FY-1993

A cash transfer program, Economic Recovery and Development 1, will be developed for
FY-1993 which will focus on policy constraints to growth and will encourage policy actions
that will improve the investment climate in Nicaragua and create conditions for improved
productivity in various sectors. As noted above, policy dialogue associated with this cash
transfer will also address resource allocations to municipalities which will foster local -
decision making processes. The program will also provide medium term credit to stimulate a
vigorous private sector response and resources for transfer to the municipal level.

A two-year PL-480 Title IIl - Food for Development program is being developed to
provide stable supplies of basic food commodities and address critical policy constraints
related to strengthening of private agricultural marketing systems, food security, and the
environment. Local currency will be programmed for areas in the GON budget consistent
with the Title HI legislation.
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An amendment to the Private Sector Support project is anticipated for FY-1993 to expand
activities under that project based on the findings of studies and surveys conducted under the
project and on the experience of early project implementation. The primary focus of the
project extension and expansion will be on trade and investment activities.

An Administration of Justice project will be developed in FY-1993 emphasizing the legal

" and regulatory framework affecting business development and other judicial reform needs
oriented toward civil law. The project will draw from an assessment being carried out under
the Strengthening Democratic Institutions project.

A Strengthening Municipal Institutions project will incorporate findings from a study being
-conducted under the Strengthening Democratic Institutions project and will focus on efforts to
change the policy framework governing municipal operations, particularly revenue authority
and provision of basic services. The project will complement policy dialogue efforts to
transfer resources to municipalities by providing training in strategic planning and
administration of basic services and will provide assistance to Nicaraguan organization that
provide technical assistance to municipalities. The project will also promote democratic
decision-making processes related to allocation of community resources.

A Ecconomic Policy Analysis project is proposed for FY-1993 as a follow-on to the
Technical Assistance and Training project with INCAE. The project would utilize a
consortium of leading U.S. universities and consulting firms to provide short-term expertise
in specialized areas of economic policy. As currently contemplated, the consortium would
be assisted by a small core of long-term advisors situated in Nicaragua.

Non-project assistance in support of policy reform for Sustainable Use of Natural
Resources will be considered in FY-1993 based on analysis of resource policies undertaken
~ under the Natural Resources Management project. The non-project assistance would

- leverage policy reform which provides incentives for sustainable management and
conservation of natural resources. The funds would be allocated to the investment and/or
current budget for natural resource and environmental protection activities.

FY-1994

- A cash transfer program for FY-94, Economic Recovery and Development II, will continue
to focus on policy constraints to growth and will encourage policy actions that will improve
the investment climate in Nicaragua and create conditions for improved productivity in
various sectors.

An amendment to the Private Agriculture Services project will provide additional resources
for technology transfer and technical assistance to agricultural producers through private
sector associations. The amendment will attempt to forge a stronger link between producers
and agriculture research and agribusiness.
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Non-project assistance will be considered for FY-1994 to leverage Health Financing
Reform and complement technical assistance work being done under the Decentralized
Health Services project. The non-project assistance would likely be tied to progress in
privatization of health services and/or cost recovery and the funds would be allocated to
related privatization/cost recovery activities,

B. Di ion of Terminating Activiti

Because the USAID/Nicaragua project portfolio is relatively new, the few projects
terminating during the Action Plan period are generally short-term activities designed to meet
emergency needs. These projects and the Mission’s intentions related to their activities are
summarized below:

The Employment Generation project is scheduled to end in March 1994 which generally
reflects the conclusion of efforts in the Atlantic Coast region. Employment generation
activities through the Social Emergency Fund (FISE) have been funded with the intention of
terminating funding once Inter-American Development Bank (IDB) funds become available.
Since IDB funds do not appear to be forthcoming at levels previously anticipated, the
Mission intends to extend the project as outlined above and include a system of resource
allocations from the central government to municipalities in its policy dialogue agenda. Such
resource transfers would allow municipalities to finance local infrastructure improvements
such as those funded by FISE and provide a local locus of control and decision-making.
Technical assistance and training under the Strengthening Municipal Institutions project
would assist communities in managing these resources.

The Non-Formal Vocational Education project, a cooperative agreement with the Salesian
Missions to upgrade and expand their vocational education centers, will terminate in March,
1993. Any possible follow-on funding will be considered through the mechanism of the PVO
Co-financing Project. '

The Technical Assistance and Training project which provides technical expertise to key
ministries and private sector entities through a mechanism managed by INCAE, will
terminate in September, 1992. Under the project, INCAE also provides general policy
analysis for the government and private sector and holds seminars on topics related to
economic recovery and public administration. The proposed Strengthening Economic Policy
Implementation and Analysis project would replace this project as a means of bringing
technical assistance for economic policy analysis.

The Private Sector Support project has a current PACD of September, 1994; Mission plans
to expand and extend this project are outlined above.
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IvV. RESQURCE REQUIREMENTS

In line with plans to move increasingly from an initial program focus on short-term targets
and responsiveness to urgent needs to an emphasis on critical long-term development
progress, the Mission will need stable budget levels to establish its key projects and program
activities and maintain adequate staffing and support levels to oversee them. The Mission
has rapidly developed a sizeable program and adequate staff levels are critical to prudent
management, proper accountability, and reduced vulnerability.

A. Program Levels and Mortgage Analysis

The program strategy outlined in the CDSS, including new initiatives identified in this Action
Plan, will require program funding levels in the range of $200 million in combined ESF and
DA funding. As highlighted in the CDSS, requirements for ESF funding will remain in the
range of $150 million given the high priority of policy dialogue and balance of payments
support and the emphasis on democratic initiatives. Though the designation of Nicaragua as
a Relatively Less Developed Country (RLDC) will allow the Mission greater flexibility in the
use of DA resources, the nature of the project portfolio still places strong emphasis on ESF
funded activities. Budget reductions from current planning levels for ESF would severely
constrain the Mission’s planned program in key areas.

The Mission has programmed Food Assistance as an integral part of its balance of payments
support and overall economic policy effort. The substantial levels of Food for Progress
provided through FY-92 have been an important contribution to successful economic
stabilization thus far. With the move to PL-480 Title IIT - Food for Development in FY-93,
the planning levels represent a
significant drop in the level of
commodities available for
programming in Nicaragua. The
~ Mission feels that Title III levels
in the range of $25-30 million
per year are essential to support
the government economic
program; higher levels become
even more critical to the extent

~ ESF or DA resources may be cut
below current planning levels.

Projected Mortgage and Pipeline

LA | O/ W bt ve

Milifone o U.E Quiiare

The Mission’s design work
through FY-92 has created a — P — o
heavily mortgaged portfolio for
the Action Plan period. The
Mission has tried to limit the
level of funding for new designs for the coming years and intends to use the Action Plan
_ period to buy down its mortgage and focus on implementation. This should allow the

e d R U 2o raneidzidi
L
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Mission to bring mortgage levels down to a sustainable level in the range of $50 million.
(See Figure 1).

The Mission’s current high mortgage level leaves it vuinerable to any potential cuts below
the planning level as there is little flexibility within the project portfolio - especially in
relation to the ESF budget. It will be critical to maintain relatively high total programming
levels over the Action Plan period. The early emphasis on meeting emergency needs and
providing fast-disbursing assistance meant that many projects in the current portfolio were
obligated at minimal levels. Thus, the high mortgage level of the portfolio is balanced by a
relatively low pipeline (for a new portfolio of this size) of less than $100 million which is
expected to remain stable or decline over the next few years depending on overall OYB
levels.

B. Program Uses of Local Currency

In FY 1992, the local currency counterpart to the ESF balance of payments program will be
used to retire GON debt to the Central Bank, foreign exchange losses of the Central Bank
and the Central Bank deficit. Future generations of local currency due to ESF cash transfers
are expected to be programmed in the same manner. As the Mission begins to program P.L.
480 Title III assistance in FY-93, local currency generations will be used to fund activities in
the GON consistent with the Title III mandate. Table 6 provides information regarding the
sources and uses of the available local currency.

c Operating Expenses

As noted in the FY 93 ABS, the new Nicaragua Mission continues in a growth period. Not
all the USDH, USPSC and FSN personnel programmed for the USAID are at post or have
been hired. The projected level of program funding will continue to require constant staff
levels to effectively manage the projects, act on Regional Inspector General recommendations
and ensure adequate project management needed for appropriate managerial oversight. The
Internal Control Assessment has identified vulnerabilities directly related to the lack of
sufficient professional administrative staff.

Mission staff moved to a newly leased building in May 1991. However, since the building
required major renovation it continues to absorb additional OE funds to place the facilities
into an adequate working condition. The Mission has needed to completely replace the air
conditioning system, will probably have to overhaul the electrical wiring system throughout
the building, and may be confronted with drilling a water well due to the numerous water
shortages in country. Heavy use of diesel fuel for generators is anticipated because of
projected (already frequent) power outages and renovation of the one fourth of the building
not yet occupied by USAID will need to be completed. In addition, the Executive Office has
a "fill" pipe project (piping to elevated water tanks) and anticipates the need to upgrade up to
five additional residences prior to new staff arrivals. Non-expendable equipment is still
required for the recently constructed warehouse (i.e. shelving, shop equipment, wall dividers,
etc.). In short, the USAID will require at least an additional $100,000 of OE funds beyond
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Staffing Levels

1. Staff Levels staff FY 91 FY 92 FY 93 FY 94
(sctunl)
. . : 24 24
The Mission will complete its il 20 8 . %8
" hiring in FY 92 and will require FNDH 2 2 2 2
the minimum staffing levels one @ 84 84 -
indicated in the accompanying

table. TOTALS 8l 121 121 121

2. OE Dollar Requirements

Projected OE requirements for the Action Plan period are as follows (in $000):
m

Operating Expenss Requirements

Fiscal 91

Year lactual} 92 93 94
Dollar OE 54,178 $ 3,900 $ 3,528 $ 3,643
Trust Fund OE -0 3,000=%* 1,000 1,000
TOTALS 54,175 $6,900 54,528 $4,643

*¢ Includes $2.5 million 10 exercise a lease option 10 acquire the building now under lene. to AID.

3. OE Trust Funds

The Trust Fund agreement signed with the GON in 1990 provided for $5,000,000 in local
currency to defray Mission operating expenses over three years. The Mission anticipated
using $500,000 in local currency in FY 1992 for operating expenses.

In November 1991 the Mission requested $3,000,000 for the purpose of exercising a
purchase option to the leased building and for operating expenses. This purchase option will
require approximately $2.5 million of REVERSE ACCOMMODATION since the owner of
the building has indicated that he will accept payment in dollars only. The Mission feels that
now is the appropriate time to exercise the option to acquire the building.

In the FY 93 ABS the USAID anticipated utilizing the $5,000,000 OE Trust Funds for local
procurements and contract services as follow: FY 92 - $500,000, FY 93 - $1,000,000 and
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FY 93 - $1,400,000. If the USAID’s request to use Trust Funds to exercise the lease option
is approved by AID/W, the OE local currency will be used as indicated in the table above.
However, the USDO has been unable to open a local bank account in Nicaragua. We expect
that the local bank account will be opened prior to the end of the fiscal year. Use of the
$500,000 OE local currency contributed by the GON will depend on the Mission’s ability to
utilize this account. '

Based on the above information we are providing a Trust Fund availability table:

LOCAL CURRENCY USE
Beginning Expected Projected Ending
EY Balance Depcgite Usage Eslance
1992 ¢ 3,000 3,000 0
1993 0 1,000 1,000 0
1994 0 1,000 1,000 0

4. Internal Controls

The Mission’s 1991 Internal Control Assessment disclosed four “Unsatisfactory-Material”
control techniques. The vulnerabilities related to:

L Inadequate number of experienced staff to properly monitor Mission assistance
activities.

. FSN personnel have not received training commensurate with their
responsibilities. :

° Clear prodedures have not been developed to ensure that general support
services are charged to their respective funding source.

. Inadequate protection provided against access to inventories by outsiders or
unauthorized employees.

The weaknesses identified can be related directly to establishing a new Mission and the
USAID’s inability to quickly hire or contract for the required personnel to handle the large
portfolio. The Mission is confident that the vulnerabilities will be resolved during this fiscal
year. Again this may require additional resources for personnel and contract services.
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V. MISSION AND AID/W INITIATED ISSUES

Country Performance: As noted above, the Mission does not believe that the LAC Bureau
ranking is an accurate reflection of the pace of policy change in Nicaragua. Holding back
budget resources on the basis if this ranking would send the wrong signal to Nicaraguan

" policy makers.

New Projects vs Project Amendments: The Mission has proposed two new projects as part
of its democratic initiatives program. These new project activities could also be rolled into a
project amendment to the Strengthening Democratic Institutions project. While the design
effort would be essentially the same, there would be some advantage to using the existing
framework of the SDI project for early implementation. Does AID/W have a preference
regarding the Mission’s approach to these activities?

PL-480 Title III--Food for Development Levels: As noted above, the Mission feels that
planning !evels for Title III of $17 million for FY-93 and FY-94 are insufficient to meet both
the balance of payments and food security needs of Nicaragua over the Action Plan period.
What can the Bureau do to help increase USAID/Nicaragua’s budget levels for Title III to
the range of $25-30 million each year?

PL-480 Title III--Food for Development Local Currency Use: Regulations regarding use of
local currency generations from Title III food commodities call for programming such
resources to indigenous PVOs and cooperatives. Because of the politicized nature of such
organizations in Nicaragua, the Mission would prefer to program Title III local currency in
the same way it does generations from the cash transfer program. Can the bureau provide
additional guidance regarding Title III local currency use?

Support for INCAE: With termination of the Technical Assistance and Training project, the
Mission has proposed an alternative project vehicle for obtaining technical expertise in areas
of economic policy. While this could involve INCAE in some coordinating role with some
long-term advisors resident at INCAE, the Mission is also considering institutional
arrangements that would not include INCAE. Does AID/W feel there are reasons we should
maintain some institutional links to INCAE?

Employment Generation Amendment: The Mission is proposing a short-term extension of
the Employment Generation project to cover an expected gap in financing of the FISE
program and carry the project to a point where other Mission initiatives begin to address the
continuing need for employment generation and infrastructure improvement. This would,
however, be the third amendment of what was originally characterized as an "Immediate
Impact Activity” and would extend the project beyond three years. The Mission believes this
short-term amendment is the sensible response to the situation related to FISE but realizes
this may put the Bureau in a difficult situation given information that has been provided to

Congress.
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PROJECT AMENDMENT DESCRIPTION
(FY 1992)

LAC Objective: Encouraging increased economic opportunities for the disadvantaged.
Mission Objective: Broad-based sustainable economic growth.

Project Title: Employment Generation Sub-Project

'Project Number: 524-0301.03

Project Funding:  Original =~ EY 92 EY 93 LOP
(5000) 30,400 2,000 4,000 36,400

Funding Source: =~ ESF
A. Consistency of Project with Mission Strategy:

Mission objectives encourage broad-based sustainable economic growth. In order to ensure
that economic growth is broad-based and the benefits of growth reach as many as possible,
the CDSS states that until other donor financing takes over and/or the private sector can
generate new employment opportunities, there will be a need to create short-term
employment for Nicaraguans. This amendment will continue employment generating
activities until other donor funding can supplant AID's.

B. Relationship to A.I.D. and Other Donors:.

The project amendment which will continue to address three major social and economic

- problems, unemployment, infrastructure disrepair and a weakened private sector, also
complements A.I.D’s efforts in other sectors. One of the major constraints facing the
Nicaraguan Education and Health Sectors is the poor condition of schools and health
facilities. The proposed project will provide for the repair and upgrading of schools and
health facilities in the different municipalities, thus directly contributing to USAID’s
assistance in the education and health sectors. In addition, the project will provide through
its use of local private sector contractors increased opportunities to the private sector, thereby
supplementing USAID’s other private sector projects.

The Inter-American Development Bank (IDB) is expected to be the main other donor to
provide substantial assistance for short-term employment generation through the repair of
infrastructure. The IDB and the UNDP have provided $1.0 million for the staffing and
provision of equipment for the recently created Social Emergency Investment Fund (FISE),
the Nicaraguan Governmental agency responsible for the implementation of the repair and
upgrading of the country’s economic and social infrastructure. Implementation has just
begun on a $4.0 million IDB program for the repair and renovation of infrastructure projects
designed to create approximately 7,000 short-term jobs.
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Discussions with the IDB and other donors indicate that Nicaragua needs approximately $12
to $15 million annually for employment generation/infrastructure repair activities. The IDB
and other donors are expected to provide major assistance for employment generation
activities. However, this funding will in all probability will not be available until some time
in 1993. The proposed amendment will provide additional funding for employment
generation activities, until other major donor funding is available.

C. Relationship of Project to Overall A.1.D, Policy Objectives:

The project is consistent with the LAC objectives of encouraging increased economic
opportunities for the disadvantaged. '

D. Project Description:
1. Background and Rationale:

Years of economic mismanagement during the last decade, combined with the civil war and
the economic embargo, led to the near collapse of the Nicaraguan economy. The new
Chamorro Government inherited an economy beset with problems among which were
hyperinflation, a staggering debt, high levels of unemployment, a collapsed private sector
and an infrastructure system in a state of complete disrepair.

As a first step in assisting the Government of Nicaragua in alleviating some of these
problems, A.L.D. initiated the Immediate Impact Activities Project. One component, the

- Employment Generation Sub-Project, authorized on September 19, 1990, provided $10.0
million for the generation of employment via the use of private sector entities to repair and
rehabilitate the country’s infrastructure. Subsequent amendments to the project increased
funding to a total of $30.4 million. The project was intended as a stop gap measure until
other donors would provide substantial resources to create short-term jobs and/or economic
reactivation would begin to produce long-term stable employment.

Unemployment (estimates range from 25% to 40%) still continues to be a serious problem,
exacerbated by reductions in the armed forces and the repatriation of resistance forces. In
addition, following years of neglect, lack of maintenance, and unavailability of spare parts,
the physical condition of the majority of the country’s roads, water, sewer and drainage
systems, schools and health facilities is deplorable. The existing infrastructure system is
incapable of providing adequate service to the public and thus continues to be a constraint to
development. The private sector having suffered from a negative bias on the part of the
previous Government and from the effects of preferential treatment for state enterprises, has
yet to regain its former vigor and play an important role in economic recovery.

Although the Nicaraguan Government has initiated efforts to privatize public sector entities
and attract investment, it will take time for private sector development to generate new
employment opportunities. In the meantime, to ensure that the burden of its stabilization and
structural adjustment does not fall most heavily on the poorest of the poor, the Nicaraguan
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Government needs to implement programs that will generate short- term employment.
Existing funds under the Employment Generation Sub-Project will run out by the end of
1992; this amendment will provide additional funding necessary to allow the Sub-Project to
continue with it’s employment generation and infrastructure repair activities until local
currency generations and/or other donor funds become available.

2. Description:

The amendment will increase the amount of project funding by $6.0 million and extend the
PACD by six months (July 31, 1993 to January, 1994) to finance additional employment
generating activities.

Goal: To assist the Government of Nicaragua in beginning to renew economic growth and
meeting development needs by the generation of employment, reactivation of the moribund
construction and associated industries and the repair, maintenance, rehabilitation or
replacement of the Nation’s deteriorated infrastructure.

Purpose: To utilize a portion of Nicaragua’s unemployed to work on the repair of basic
infrastructure.

3. Budget in Millions (For the Amendment):

Amount ($000)
- Employment generation activities 5,600
- T_echnicél Assistance/management _400
(includes Audit and Evaluation) '
' Total 6,000

E. Planned Implementation Arrangement:

FISE the Nicaraguan implementing agency for the Sub-Project will continue to be responsible
for the implementation and management of this amendment. A local Architectural &
Engineering (A&E) firm will continue to provide assistance to FISE in the selection,
contracting, award and supervision of the infrastructure rehabilitation works.

F. Sustainability of Proposed Activities:

The amendment will be designed to allow phase over of funding to the Government of
Nicaragua and or other donor organizations or to permit termination of activities at the end
of A.L.D. funding.

G. Mission Management Role:

Within USAID/Nicaragua, the project will continue to be managed by a PSC project manager
who will report directly to the Supervisory Project Development Officer.
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H. Potential Issues and/or Innovative Programs Approaches:

This amendment will extend one component of an Immediate Impact Activity beyond three
years. It is necessary as bridge financing until local currencies and other donor resources
become available.

I. AID/W Action Requested:

USAID/Nicaragua requests LAC Program concurrence to proceed with PP amendment and
approval in the field.
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NEW PROJECT DESCRIPTION
' (FY 1992)

LAC OBJECTIVE: Encourage increased economic opportunities for the
disadvantaged.

" MISSION ORJECTIVE: Improved materna! and child health.

TITLE: Decentralized Health Services Project
NUMBER: 524-0327

FUNDING: $22,000,000

ACCOUNT: Health

A, Consistency of project with Mission strategy:

This project will directly address the objectives, priorities and activities for health identified
in the Mission’s recent CDSS. The CDSS signals four areas for aid support - maternal and
child health activities, water and sanitation, health care financing and increasing
contraceptive prevalence. This project will strengthen three of these four areas - maternal
and child health, health care financing and increasing contraceptive prevalence. The recently
initiated family planning expansion and regionalization project will also contribute in
improving contraceptive prevalence, while water and sanitation efforts will depend upon the
lead taken by the Government of Nicaragua (GON) and other donors, as mentioned in the
CDSS.

The proposed project will support child survival interventions in priority regional areas and
municipalities and health care financing reform, including options for financing health care at
various levels in Nicaragua, as called for in the CDSS.

B. Relationship to host country and other donor activities:

This project will directly support the health and management priorities established by the
Ministry of Health (MINSA) as articulated in two key planning documents that will orient
and guide the development of the Nicaraguan health sector over the

next five years. These are the comprehensive five year Health Master Plan and the Local
‘Integrated Health Systems Document. The Master Plan identifies policies, strategic
guidelines, programmatic openings and specific project proposals within those guidelines.
The Local Health Systems Document addresses the management of and financing strategies
for the public health system.

The priorities identified in the Master Plan most relevant to AID’s own strategies and to be

-2 -



supported under the proposed project are:
(1) Reman-healh.aass will be the basisfosthe.Qrganizatign of the health sector.

(2) Services will be qrganized.at the municipai-devel while maiaisiaing.zegianal
m‘ ‘ld ”iiqlml go

(3) As part of the development of local services, the process of the desomtaitsatian of
budgeting, administration, planning, implementation and evaluation will be

strengthened and consolidated ai=thtwiainicipabdosel.

(4) Special emphasis will be given to peissibsaltheprallamin(diarrhea, acute
respiratory disease, malnutrition and pregnancy), populations at the highest risk
(mothers, infants and children), and regions and municipalities with the greatest
vulnerability (regions Vi, II and I, in that order).

(5) MINSA will identify and implement Wr decreasing

_ its budget deficit.

(6) An institutional development program aimed atmw at
the local, regional and central levels and 1mprovmg the efficiency, effectiveness and

equity of services will be established.

These policies, strategies and guidelines find expression in elght MINSA programs, of which
~ WO are-oi-specii-interesrrthe aid-Sliaiagy. « intgprals | o1 8
healih seniices-donolopment.

C. Conformance with A.L.D. policy objectives:

[he basxc objectnve of A, I D.’s health programs as artmulated in the health pohcy paper is to

S ‘ peroir-erv-freidte: tings”, w:llnotbeafocusof&us
_prOJect nor is 1t an objectwe of USAID/Nxcaragua s current CDSS
This project will also difectly implement three of the ten principles of AID’s strategy

in the 1990’s for Central America as articulated in the economic assistance stratcgy for
Central America, 1991-2000. These are:

(1)  AID will assist the Central Americans to steagihan.dempacaticallymsleatad....
Iocal and municipal governments through (eceniredisatieneissal-authesity.and

resources and;
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(2)  AID will help Central American Governments and the private sector improve
the effectiveness, efficiency, financing and local control of basic social services, thus
increasing access to them and assuring their sustainability. Further improvements in
the social service sectors will require increased national financing of public sector
programs (in contrast to donor-funded service delivery) and broadening of private
sector financing of quality health and other social service delivery wherever feasible.

(3) AID will assist the Central Americans in improving their reproductive health
options through the adoption of contraception which promotes safe motherhood
through the proper spacing and management of planned pregnancies.

D. Project background and description:
1. Background

This project will be a key assistance effort toward achieving the healthy and literate
population that is one of the three overall goals of the Mission’s CDSS. The health sector
faces problems of an enormous magnitude -- problems of high visibility and immediacy
because they affect people in the most fundamental way.

Acute diarrheal diseases and respiratory illness/pneumonia are the leading causes of death
and illness among both children and aduits in Nicaragua. Significant levels of malnutrition
exacerbate these and other health problems. Malnutrition among school-aged children may
range as high as 20-30%, and a recent study concluded that the principal factor influencing
pediatric mortality was the nutritional state of the child. Breast-feeding levels are relatively
low in Nicaragua. Matemal health problems are a major cause of high rates of neonatal and
perinatal deaths. Nicaragua still experiences periodic measles outbreaks. While the immediate
and obvious problems include lack of equipment, spare parts, operating expenses for
maintenance of equipment, medicines, and trained health care providers, there are also major
management, financial and structural weaknesses within the overall health care system that
must be addressed over the near future if Nicaragua is to move beyond its current
predicament. The Government’s assumption of monopoly status and free universal medical
care simply makes no sense from a financial or efficiency point of view. The Government
also needs to increase their investment in cost effective preventive care (a public good) and
while decreasing their expenditures for costly services (curative care). It needs to recover,
renew and expand the process of decentralization. It needs to look at new sources of
financing, especially at the local level.

Nicaragua, wants to establish a health care system which puts the highest priority on
preventive and primary health care and addresses the principal causes of infant, child, and
maternal mortality. The system wants to reactivate high levels of community participation,
extended coverage, and administrative decentralization compared to its central american
neighbors. In this manner the oral rehydration programs and immunization interventions can
be assured of even better coverage. Community participation will center around

- 26 -



rigadistas” who work as health promoters in local communities. What the system lacks i

fficient resources to organize an efficient and effective effort in primary health care whic

pervises personnel, rationalizes human resources decentralizes information systems ,
inancial control and service delivery.

(2) Project description:

The purpose is to:

(a) RSBt and maximize impact of the severely constrained
Nicaraguan public health resources and,

(‘b) . wmmrm‘,._;,, ............

pngnnuy-wnh spec1a1 eMgnons with the moszs

(c) Explore-mrdersovrapec-aliornetime-fimmmenee=t® the sector through studies and
technical assistance. :

LI e uu-"-'

The project will have three major components, each addressmg a major goal articulated in
the CDSS. The sermpentityee (2) MaigenesisandaSimenoniBusentraiivevion, (b)
Maternela T HEI A, and (¢) Privajg Scalatmbdiamativasienidoaiih.Care.

(a) Management and Financial Decentralization

The Management and Financial Decentralization component will assist MINSA in the
implementation of decentralized management processes designed to improve the efficiency,
effectiveness and coverage of the health system. To accomplish this, the project will work
on removmg the obstacles to decentrahzat;on and 1mproved pnmary care by 1w

. Spemﬁcally, the prOJect wﬂl assist in 1mplementmg new and appropnate

ement decentralization: norms and procedures, training programs, supervision systems,
ing wipformesian.sysicms, Vit SISty "program monitoring.apdetescaied

t. It will assist in identifying and ‘ '

eloping alternative financing mechanisms at the local level. This component will work
with MINSA particularly at the local and municipal level starting in the three pnonty reglons
- Region I asseldd; Region II (lseés) and Region VI (Metegelpas.. AID financed i
include-teshnical.assistancetmining.and commoditissmaspecially those related to the' needs

of the management information system.
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(b) Maternal and Child Health Care

The Maternal and Child Health (MCH) component will provide vital support to the
implementation of MINSA's primary health care program in the same three priority regions.
Programmatic areas to be supported are control of diarrheal disease, acute respiratory
infections, prenatal and perinatal care, birth spacing, expanded immunization program and

" nutrition (growth monitoring, breast feeding, weaning and appropriate feeding during illness
episodes). AID will finance training, per diem and materials for community outreach
activities, design, pretesting, publication and broadcast costs for health education, operations
research, basic critical supplies and equipment and technical assistance.

(c) Private Sector Alternatives to Health Care

The MINSA will be assisted in exploring private alternatives through studies in cost recovery
and increased private participation in the Nicaraguan Health Care Sector. Research
examining a cost recovery in the MINSA system and which provides direction and
alternatives outside this system will be analyzed and discussed in policy dialogue. In those
opportunities where an expression of interest exists, pilot projects may test the alternatives to
public subsidized health care. Alternatives worth testing are private wings on larger hospitals
that can charge for patients that can pay. Establishing hospital fees for service without
sacrificing subsidized health care for the most needy.

3. Major Outputs:
(a) Management Development

- Management analysis performed, :

- Local health systems generating a minimum of 10% of non-personnel operating
costs,

- Management information system developed and operating in target regions,

- Management supervision system with norms, procedures, etc. designed and
implemented in target regions.

- Management of human resources aligned and personnel appropriately trained for
their level of responsibility and care.

(b) MCH Services

- Diarrheal disease causing less than 20% of infant mortality in target regions,

- Immunization levels at least at 30% of under one year population in target regions
by end of project,

- Community education shows impact on feeding practices,

- Nutrition surveillance system shows 10% decline in malnutrition in children in
target regions.

- An increase in 10% of the contraceptive prevalence in the target areas

- Increase in preventive maternal and child health visits
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7Y dic .".‘.-{;. aalth S inanoing ;",f;.
- @heeasiminareconducted to divulge, analyze the content of these studies.

- FW provide efficient cost recovery.
- depiierprejaclin Qnsersmore of the strategies for gost.contaioment in, the Ministry
Health programs.

4. A.1.D.-Financed inputs (DOLS 000’s):

(1) Technical Assistance: 7,000
(2) Operational Support: 3,000
(3) Information/training: 3,000

(4) Commodities: 7,000
(5) Research and studies 1,500
(6) Evaluation/audit: _500
' ' Total 22,000

F.  Sustainability

e project promotes private alternatives which are assumed to be more effective anfg
fficient in health care with the intent of decreasing those cost centers which are far
xpensive for the Ministry of Health to sustain. In addition, the project promotes 1
Systemé which provides the basis for community participation and

responsibility for primary health activities.
G. Mission Management

The project will be managed by the direct hire health officer and assisted by a Technical
Advisor in Aids and Child Survival (TAACS) fellow and/or a project financed PSC liaison

officer,
H. Issues for project development

During project development, special attention will be given to the legal and administrative
obstacles to decentralization. The GON and MINSA’s commitment to decentralization must
be assured. The social soundness analysis will have to look at the impact of introducing cost
recovery mechanisms (i.e. user fees). MINSA’s ability to implement a major health sector
project will also have to be analyzed in the light of major personnel reductions which have
recently taken place. The MINSA will also have to examine its commitment to improve
family planning delivery to it client population.
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I AID/W Action Requested

USAID/Nicaragua requests program concurrence to proceed directly to the development of a
pp and to approve and authorize the project in the field.

K. AID/W TDY support for project design:

LAC/DR/HPN will be asked to provide one to two weeks TDY; and approximately twenty
person weeks of technical services through a Buy-in to regional projects.

L. Estimated approval and obligation dates:

PID/PID approval is anticipated during the second quarter of FY 1992. The Project Paper is
expected to be completed by the end of the third quarter of FY 1992.
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(FY-92)
LAC BUREAU OBJECTIVE: Support the evolution of stable, participatory
democratic societies.
LAC BUREAU SUB-OBJECTIVE: Strengthen civilian government institutions.
MISSION STRATEGIC OBJECTIVE: Greater consensus on democratic values.
PROJECT TITLE: Public Sector Financial Management Reform
Project (PSFMRP).
AMENDMENT OR NEW PROJECT;  New
PROJECT NUMBER: ' 524-0330
FUNDING: $4.0 MILLION
IYPE OF FUNDING: ESF

A. Consistency of Project with Mission Strategy:

The Mission is working to strengthen key Government of Nicaragua (GON) institutions in
order to foster confidence in such institutions and broader acceptance of democratic
principles and values. Improved accountability is a critical element in restoring domestic and
international confidence in the integrity and competence of the government to effectively
plan, administer and control public resources.

B. Relationship to A.LD. and other Donor Activities:

The Comptroller General of Nicaragua has requested A.1.D. assistance in assessing problems
in the management of public finance and in the implementation of solutions which would
make the public sector financial management systems and audit oversight functions more
effective. The PSFMRP will assist in strengthening GON accountability over all A.1.D. and
other potential donor project resources, thereby benefiting and strengthening all such
activities in assuring that resources are properly used for intended purposes. Financial
management has and continues to be a matter of major concern to A.LD. in its development
assistance efforts. These concerns have materialized into a Regional Financial Management
Improvement Project (RFMIP) currently being implemented in the Latin America and
Caribbean regions. The PSFMRP, although country specific, will be designed and
implemented in a way to ensure maximum participation in RFMIP activities. Although other
donors are not currently active in seeking to improve GON financial management, they have
expressed much interest in improved accountability.
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C. Relationship of Project to Overall A.1.D. Policy Objectives:

The Public Sector Financial Management Reform Project (PSFMRP) is supportive of both
agency and LAC Bureau Policies/Guidelines regarding financial accountability. Specifically,
the PSFMRP supports the Agency’s democracy initiative which contemplates efforts to
strengthen accountability and combat corruption and inefficiency in government, including
the development of integrated financial management systems to encourage accountability in
executive and legislative branches of government. Also, the PSFMRP fully supports the
LAC Bureau’s accountability guidelines which seek to implement and clarify the long-
standing agency and bureau policies with respect to accountability and fulfill congressional
expectations in this regard. These guidelines stress that A.I.D’s own accountability depends
‘upon the host countries and others who are involved in the financial management process.

D. Project Goal, Purpose and Description:

1. Goal: To promote the financial management capability of the government of Nicaragua
(GON) to help restore domestic and international confidence in the integrity and competence
of the government to effectively plan, administer and control public resources.

2, Purpose: To provide technical assistance, equipment and training to strengthen the GON's
financial management, procurement and audit oversight functions, and to promote '
accountability of government officials in managing public resources.

3. Description: The project will be designed to improve and integrate the GON financial
management and auditing systems and provide professional development, equipment and
training for the persons who operate them. In addition, the project will provide for an
analysis of all existing legal provisions and regulations for procurement activities in order to
create a procurement system responsive to the GON’s current needs. The extent and nature
of technical assistance and training to be provided under this component will depend upon the
results of the preceding analysis.

The project consists of four components. The first is the creation of a financial management
system for the government. The second, which is largely dependent upon the quality of the
first, is the implementation of a government auditing system based on the existing Organic
Law of the Comptroller General's office. The financial management and auditing systems
will be designed to comply fully with AID/LAC guidelines No. 1 through NO. 6 which call
for the establishment of a realistic budgeting system, an accounting system which produces
timely annual and interim financial statements and other pertinent interim financial data, a
reliable system of cash management, practices and procedures for debt management, a
reliable internal control structure, and establishment and implementation of an independent
audit function. The third component consists of the necessary training and professional
development to permit the success of the first two project components. The last component
will focus on analyzing the existing legal/regulatory framework for all government
procurement activities. Based on this analysis, the project will provide technical assistance,
training and equipment as necessary to strengthen the procurement function.
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a. Integrated Financial Management System (IFMS)

The project will provide for the design, testing and implementation of an IFMS for the
national government based in the Ministry of Finance, with the function of Chief Financial
Officer of Nicaragua vested in a specific office of that Ministry who reports directly to the
Minister of Finance. The IFMS will be based upon integrated microcomputer and manual
systems which are easily operable and Jearnable by persons without university level training.
The project will also focus on designing and installing adequate internal controls over all
central government systems, including the establishment of an appropriate internal control
environment based upon principles of ethical conduct. As considered necessary, ethics
promotion and anti-corruption mechanisms will be included in the project. The IFMS will be
based upon a law of integrated financial management to be drafted as a part of the project
which must be compatible with the existing Organic Law of the Comptroller General's Office
and will include the following subsystems:

- Integrated Government Accounting System (IGAS)

The IGAS will consist of a single unitary subsystem for identifying, classifying, recording
and reporting financial transactions of all public entities which comprise the financial the
reporting entity of the GON including both budgetary projections and financial transactions
involving all changes in quantifiable resources. The sub-system will include the central
government financial data produced by the various agencies and consolidated by the Finance
Ministry and the financial statements of those decentralized entities which operate
autonomously. The aim is to produce consolidated financial statements for the public sector
to be presented in the form of an annual financial report. The IGA's will be designed within
the existing pertinent prevailing legal provisions relative to accounting contained in the
organic law of the Office of the Comptroller General.

- Integrated System of Cash, Credit and Debt Management (ISCCDM)
The ISCCDM will include all resources handled by public entities in the form of cash and
deposits with financial institutions, the process of planning the flow of such resources and
mechanisms of internal and external financing, credit management and the control and
service of debt.
- Integrated Government Budgeting System (IGBS)
The IGBS will include all public entities and all revenues and expenditures. Budget and
accounting classifications will be fully integrated. Treatment of off-budget revenues and
expenditures and those of autonomous entities will be determined to assure that all resources
are controlled through the central budget or in some other acceptable manner.

b. Comprehensive Auditing System (CAS)

The CAS will implement the prevailing provisions of the Organic Law of the Comptroller
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General’s Office which relate to the audit function, including both intemnal and external
auditing in the government whether performed by government employees or private auditing
firms. The existing law is considered adequate, provided all of its provisions for policies,
standards, procedures, manuals, etc., are fully implemented. The project will provide for
such implementation.

¢. Training in Professional Financial Management and Auditing

The project will include the necessary training courses and professional development events
and opportunities to assure that staff assigned to financial management and audit functions
have the opportunity to develop their potential skills and abilities.

d. Procurement function.

- Analysis of legal and regulatory framework. The project will focus on analyzing the
existing legal framework for procurement activities to facilitate development of an
improvement plan which will define the policies, procedures, standards, principles, manuals,
and methods that would provide standardized technical and conceptual guidelines for the
implementation of a procurement system responsive to the GON’s needs.

-- Implementation of Improvement Plan. The project will provide technical assistance,
training, and equipment to implement the procurement improvement plan. Technical
assistance will be provided as necessary to develop and promulgate secondary provisions and
technical standards, define staffing patterns and profiles of qualified persons, qualitatively
assess the human resources currently assigned to the procurement function, and to design and
instal adequate internal controls over the procurement system, including the establishment of
an appropriate internal control environment based upon principles of ethical conduct. The
project will develop and implement a training plan which will provide for seminars,
workshops, courses, and conferences as needed to assure that staff assigned to the
procurement function have the opportunity to develop potential skills and abilities.

e. Anticipated Results
-- Adoption of Integrated Financial Management legislation

-- Installation of an Integrated Financial Management system with sub-systems for integrated
accounting, integrated cash, credit and debt management, and integrated budgeting

-- Implementation of a comprehensive auditing system providing audit coverage for all
significant public sector entities

-- Implementation of organizational improvements in the procurement system, including

better documentation of key procurement functions and improvements in procurement
standards, policies, regulations and procedures.
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{f. Budget (in U.S. dollar millions)

Technical assistance 3.0
Training 4
Equipment and supplies 2
Project administration 2
Evaluation/audit 2
Total $4.0

E. Planned Implementation Arrangements:

The USAID Mission in Nicaragua presently envisions to obligate funds through a Project
Grant Agreement with the Government of Nicaragua acting through its Comptroller General.
Implementation of the project will be the responsibility of the Comptroller General of the
Republic who will designate a Project Director. The Minister of Finance, and other GON
agencies involved and/or benefiting from the project will also appoint key project officials as
necessary to assure smooth and effective project management and inter-agency coordination
and cooperation. The project will provide all necessary technical assistance, training and
equipment necessary to the attainment of the project goal and purpose. These inputs may be
provided through buy-ins to the RFMIP 1I project or through direct procurement by the
Mission. Project implementation arrangements will be further developed, evaluated and
refined during final project design.

F. Sustainability of Proposed Activities:

Although most project activities and systems when installed will become part of the GON's
routine operations, and as such not requiring additional resources for their continuation, there
will be some benefits of the project i.e. training and computerization, which will be sustained
only if the GON is willing to continue to fund such activities after A.1.D.’s assistance is
ended. Appropriate compensation for well-trained personnel will also be essential to project
success. These and other project funding issues will be properly addressed during final
project design.

G. Mission Management Role:

A personal services contract will be let as soon as possible after project authorization for an
A.LD. project manager who is technically qualified in government financial management
systems, fully familiar with A.I.D. regulation and procedures, and competent in the Spanish
language. This individual, in addition to serving as the project manager, will serve as the
Mission’s "Accountability Officer” responsible for monitoring project execution, and for the
coordination and reporting on all other public and private sector financial management
improvement activities being carried out by the Host Government with A.1.D., other donor
and/or GON resources.
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H. Potential Issues and/or Innovative Program Approaches:
During final project design the following issues will be properly addressed:

1. The GON’s financial capability to attract and retain qualified personnel in key financial
management and auditing positions, and for the continuation of critical project-funded

" activities after A.I.D.’s assistance ends.

2. The establishment of an effective management and coordination function within the GON
which will ensure the efficient utilization of project inputs and the timely accomplishment of
anticipated outputs.

I. ALD./W Action Requested:
USAID/Nicaragua requests LAC Program concurrence allowing the Mission to proceed

directly from the NPD to the final design of a project paper to be reviewed and approved in
the field. |
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w D N
(FY 1993)

LAC Bureau Objective: Support the achievement of broadly-based, sustainable,
economic growth

Sub-Objective: Encourage economic policies that promote investment,
productive employment, and outward oriented diversification

Project Title: Economic Recovery and Development I
Funding: $125 million
Type of Funding: ESF

Consistency with Mission Strategy: Continued policy dialogue, supported by cash transfer
conditionality, is a major element of USAID/Nicaragua’s efforts to promote both private
investment and increased competitiveness and diversification. Both the foreign exchange
made available for import needs and local currency use in reducing the government budget
deficit play important roles in the Mission’s strategy in support of continued economic
stabilization and an expansion of the resource base of the financial system.

Relationship to AID and Other Donors: USAID’s policy dialogue is carried out in
coordination with other major donors addressing a policy agenda - primarily the IMF, World
Bank, and Inter-American Development Bank. Policy targets are generally consistent with
other programs and address areas of broad agreement among these donors. The policy
orientation of this program will be informed by the technical assistance provided under the
Strengthening Economic Policy implementation and Analysis Project and will be
complemented by project activities under the Private Sector Support and Private Agriculture
Services projects which work to encourage a vigorous private sector response to the policy
reforms addressed through cash transfer conditionality.

Relationship of project to overall A.L.D. policy objectives: The project supports the goal
of building a foundation for long-term growth and of the Agency initiative in Business and
Development Partnership.

Purpose: The purpose will be to create favorable conditions for increased investment and
diversified exports in support of sustainable broad-based growth.

Project Description: The cash transfer program for FY-1993 will provide balance of
payments assistance that will provide Nicaragua the foreign exchange necessary to obtain
imports critical 1o economic recovery. Disbursements will be conditioned on continued
meeting of demand management targets and policy actions designed to improve conditions for
both foreign and domestic private sector investment. Areas of focus for the policy dialogue
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will include, exchange market management, financial market broadening and deepening,
elimination of remaining trade barriers, labor market regulation, tax policy, and other policy
areas developed through the EPA Project, as well as agricultural sector policies identified
under agricultural sector studies. The Mission’s own economic analysis, special studies, and
discussion with GON policy makers and private sector representatives. The disbursement
schedule will be determined with the government based on foreign exchange requirements
over the course of the year.

Beneficiaries: The program is designed to benefit the entire population through its
contribution to real economic growth. The structural changes and use of local currency
generations should particularly benefit industrial and agricultural workers as a result of the
increased employment generated through increased investment and the higher wages which
will result from improved productivity throughout the economy.

Major Outputs: All Years
Increased Private Investment X
Higher Labor Productivity X
A.LD.-Financed Inputs | Life of Project {$000°s)
Cash Assistance 125,000
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NEW PROJECT DESCRIPTION
(FY 1993)

LAC Bureau Objective: Support the achievement of broadly-based, sustainable,
economic growth

Sub-Objective: Encourage economic policies that promote investment,
productive employment, and outward oriented diversification

Project Title: Economic Policy Analysis (EPA)
Funding: $8 million - ESF

Relationship of Project to A.I.D. Country Strategy: By contributing to an improved
investment climate, the project will contribute to the achievement of the USAID/Nicaragua
strategic objectives of increased foreign and domestic investment and increased

- competitiveness and diversification in the economy.

Host Country and Other Donors: The project will build upon and complement the policy
assistance being provided to the Central Bank and Ministry of Economy and Economic

Development by the IMF, World Bank, and IDB. The Mission has been and will continue to
coordinate closely with these institutions in order to maximize the synergism among technical
assistance efforts.

Relationship of project to overall A.LD. policy objectives: The project supports the goal
- of building a foundation for long-term growth and of the Agency initiative in Business and
Development Partnership.

Purpose: To Improve the capability of the Government of Nicaragua to develop and
implement policies which will promote outward-looking, broad-based, and sustainable
economic growth.

Project Description: This five year project will be a follow on to the current Technical
Assistance and Training Project implemented through INCAE. The current project has
concentrated on providing highly qualified long-term advisors, chiefly Nicaraguans, into
public and private sector institutions dealing with economic policy. As the GON moves from
stabilization and basic economic liberalization to more complex structural and sectoral issues,
there is an increasing need for world-class economic talent with expertise in specific problem
areas faced by the government.

The project will be implemented by a consortium of a leading U.S. universities and
consulting firms and will provide primarily short-term but continuing assistance in such areas
as exchange market policy, interest rate and credit policy, agricultural marketing policy, and
the complex of policies related to the development and expansion of enclave manufacturing.
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The consortium will be assisted by a small core of long term advisors. These advisors will
provide day to day advice and will coordinate the activities of short-term advisors who will
be provided by the consortium.

Economic policy in Nicaragua is implemented through an economic cabinet which includes
the Ministries of Economy, Finance, External Cooperation, Agriculture, and the Presidency,
" as well as the Central Bank whose President holds the rank of Minister. The counterpart
organization will be the Ministry of Economy, who will coordinate project activities closely
with other concerned Ministries and local agencies.

Sustainability: Since this project will be implemented through existing institutions to
enhance their policy analysis activities, there will be no requirement for additional funding
beyond the life-of-project funding. Capacity will be developed in these institutions and can
be used in the future by A.L.D. or other donors to support additional policy making
initiatives.

Beneficiaries: Beneficiaries of the project will include those receiving employment as a
result of the increased and more efficient investment expected to be generated as a result of
the project, as well as those smallholders who will have broadened production and export
opportunities.

Maior Qutputs:
-- Improved foreign exchange system.

-- Streamlined tax system providing adequate funding to government activities while
minimizing distortions in economic incentives.

-- A financial system providing a full range of financial services to a broad range of
clients at minimum cost. '

- An agricultural production and marketing system which provides to producers the
full range of opportunities available in the worid market.

A.LD.-Financed Inputs: LOP TOTAL ($000)
Technical Assistance $5,700
Training and Education 500
Equipment and Supplies 700
Project Management 1,000
Audit and Evaluation 100
Total 8,000
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NEW PROJECT DESCRIPTION

(FY 1993)
LAC Bureau Objective: Support the achievement of broadly-based, sustainable, economic
growth
Sub-Objective: Support a vigorous private sector response to an improve policy
environment
Project Title: Private Sector Support (Amendment)
Funding ($000) Orginal  Amendment New Total
FY-94: $ 5,000 $ 5,000
LOP: $5,500 $10,500 $10,500
Type of Funding - ESF/DA (PSEE, ARDN)
Qommwh_&w: Expansion of this project is consistent w1th the Mission’s

priority focus on economic growth and strongly supports its strategic objectives of increased
foreign and domestic investment and increased competitiveness and diversification.

Relationship to A.1.D. and Other Donors: The project amendment will expand
USAID/Nicaragua efforts to promote a vigorous private sector response to the improved policy
environment promoted through the ESR and ERD programs, as well as the technical assistance in
economic policy formulation to be provided under the Strengthening Economic Policy
Implementation and Analysis Project. The project also complements work being done to promote
investment and non-traditional exports in the agriculture sector under the Private Agricultural
Services project. Both the World Bank and the IDB are heavily involved in providing assistance
related to the improvement of the investment climate. The IDB is expected to assume the major
role by late 1992 in assistance to the Superintendency of Banks, while UNDP and World Bank
assistance will supplement the current high level of assistance being provided in the privatization of
the CORNAP properties. The IDB will be providing assistance to the Ministry of Economy in its
activities related to microenterprise promotion. USAID will, however, be the principal donor
involved in trade and investment promotion activities.

Relationship of project to overall AID policy objectives: The project supports the goal of
building a foundation for long-term sustainable growth and of the Agency Partnership for Business
and Development.

Purpose: The project will promote a vigorous private sector response to an improved policy
environment in the area of increased export and import activity and outward-oriented private
investment.

Project Description: The project amendment builds upon the ongoing Private Sector Support
project, primarily in the area of trade and investment promotion. The amendment will extend the
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life of project by two years and expand activities in all project components, but with an increasing
focus on trade and investment promotion. The amendment will assist the Ministry of Economy
and Development and other government agencies in efforts to facilitate and promote private foreign
investment through a "one-stop shop”. It will support an effort to focus the trade promotion
efforts of Nicaraguan commercial attaches abroad, as well as provide a convenient "on-line"
service to enable Nicaraguan buyers to identify potential suppliers abroad, particularly in the
United States. The amendment will also provide customized, firm-level trade and investment
consultation through COSEP. Studies carried out under the project will identify specific areas of
opportunity for investment and trade and identify specific policy, institutional, and infrastructure
constraints impeding specific trade and investment opportunities. Finally, the project will tailor
specific approaches addressing the unique needs of small and microenterprises for technical and
other assistance.

Sustaipability: Investment and trade promotion will be ongoing activities which will require
continued support after the life of this project. While trade promotion activities should generate
user fees, investment promotion will, in all likelihood, not operate on a cost recovery basis. As in
most countries, investment promotion will be publicly funded. The project will be designed to
permit transition to funding to the GON or other funding sources.

Host Country and Other Donor Participation: The project builds on the GON’s investment and

development and diversification plans. The Government of Nicaragua will support efforts to
streamnline investment and trade processing through the Ministry of Economy and Development and
the appropriate responsible autonomous institutions in these areas.

Beneficiaries: Trade promotion and assistance to a range of competitive industries outside the
. agricultural sector sectors should provide substantial employment opportunities for new
employment, especially for women and semi-skilled labor.

Maior Outputs:

Increase in export earnings
Export-oriented investment

Jobs Created .
Companies shifting to export markets
Viable Investment and Export Institutions

NNNN%E
’565 5
&

A.LD. Financed Inputs:
Commodities 1,600
Technical Assistance 3,300
Evaluations/Audits _100
Total 5,000
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W PR N
(FY 1993)

LAC Objective: Support the evolution of stable and democratic societies.
Mission Objective:  Greater consensus on democratic values.

Project Title: Legal and Regulatory Judicial Reform

Project No.: 524-0340

Project funding: $4,000
($000s)

Type of funding:  ESF

A. Consistency of Project with Mission Strategy: The project responds to the objectives,
priorities, and activities of the Democratic Initiatives Sector, as outlined in the Mission’s CDSS.

B. Relationship to A.I.D, and other donor activities: The project amendment will expand
assistance to the GON legal system by strengthening the foundation on which a favorable
regulatory system for business, commerce and property rights rests. This project will be closely
coordinated with other USAID-sponsored efforts which seek to help the GON in developing and
implementing a wide range of economic and social development policies. The project will provide
technical assistance to complement resource transfer programs addressed under the Economic
Recovery and Development I project. '

C. Project description: The project will contribute to the consolidation of democracy and
improve the investment climate, through a legal and regulatory reform which improves the social
and economic conditions of Nicaragua by: establishing property rights, protecting industry and
trade, and fostering new regulations which encourage and protect private sector investment.

The purpose of the project is to put in place those elements which promote the successful
implementation of a new regulatory atmosphere. This project seeks to address the constraints and
underlying systemic problems under which the Nicaraguan judicial system has traditionally
operated. The system is presently characterized as arbitrary and without independent credibility.

Specifically, the project will assist the Government of Nicaragua in establishing systems for legal
regulatory and judicial systems that promote an improved environment for commerce, trade and
property rights in Nicaragua.

An assessment of the Judiciary System will be carried out in the second quarter of FY 92 and will

be followed by policy dialogue and project design. It is expected that all levels of the judicial
system throughout the country will be covered by this project.
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It is planned to finance the following activities under this project:

1. Policy research and formulation as the first step determine areas where investment of
development assistance resources can make the greatest impact. A study will be carried out
to select laws which will remove bottlenecks, attitudes and opinions that can be changed
through public information and education and program priorities. The result will be a plan
to facilitate administration of justice through case identification, expeditious management,
and training of personnel.

2. Modernization and professionalization of the court system to include introduction of new
court administrative procedures; improved management procedures; merit selection of
judges; and in-service training. These activities will require a combination of technical
assistance, training, and some operational support.

3. Strengthening of the Parliamentary committees dealing with commerce, trade and
property rights. By providing training and technical assistance to these committee members,
the laws can be drafted, discussed and enacted to improve the legal framework for
economic growth and development. This will provide the basis upon which the cases in
property rights and free trade and commerce can be judged in Nicaragua under the new
GON.

4. Strengthen and/or establish an effective arbitration system to handle quickly disputes
which normally do not require full fledged judicial procedures. Situations which the
arbitration office could handle would include: free trade, commerce, property, etc.

5. Community information, education and training for rights and responsibilities in
property, labor, trade and commerce. Nicaraguans must become familiar with their rights
and responsibilities under the law to improve their access to economic opportunity. How
newly enacted or existing laws can help them and where to seck help to support them in
their individual and collective efforts to improve commerce, trade and property issues and
resolve disputes will be accomplished under this project

Planned implementation arrangements:

AID-Financed inputs:

Technical Assistance $2,000,000

Training 500,000

Commodities and Educational Materials 1,200,000

Evaluations and audits 300,000
Total $4,000,000

Implementing Agency: To be determined



E. Sustainability: Since this project expects to promote change to a system which already is run
and operated by the GON, it is not expected to incur recurrent costs beyond the PACD.

F. Mission Management role: The project will be managed by the GDO chief and a USPSC
Democratic Initiatives Coordinator.

G. AID/W action requested. USAID/Nicaragua requests LAC program concurrence allowing
the Mission to proceed with the PP amendment and approval in the field.
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NEW PROJECT DESCRIPTION
- (FY 1993)

LAC Objective: Support the evolution of stable and democratic societies - strengthen civilian
government institutions.

Mission Objective:  Greater consensus on democratic values.

Project Title: Strengthening Municipal Institutions (SMI)
Project No.: 524-0341
Funding: $4,000,000 (ESF)

A. Consistency of Project with Mission Strategy: The project is consistent with the objectives
and priorities of the USAID strategy which seeks, among other objectives in Nicaragua, to develop
strong democratic institutions.

B. Relationship to A.1.D. and other donor policies: The GON has placed emphasis on the
implementation of the USAID-sponsored Emergency Employment Project which is attempting to
revitalize the linkages between the Central Government and the municipal governments of
Nicaragua. The UNDP, the German Technical Assistance Agency, INCAE, and the Spanish
Government are providing technical assistance to improve municipal administrative and
management capacity. The proposed project will be complementary to these limited efforts.

C. Project Description: The problems of municipal governments in Nicaragua are profound and
complicated. Based on a Municipal Sector Assessment which will be conducted in early FY-92,
the Mission will seek to implement a five-year, $4,000,000 project to assist Nicaraguan
municipalities in decentralizing finance and planning functions. Through this decentralization
process, the project will accelerate the democratic and participatory systems in Nicaragua.

The purpose of the project will be to enhance the operational capacity of municipalities to respond
to the land, infrastructure, and public service needs of their people.

For the past several years, USAID has supported efforts to strengthen democracy in Nicaragua at
both the national and local levels. The latter has focused primarily on improving the skills of
elected municipal officials and supporting locally-identified infrastructure projects.

The proposed project will:

-~ Effect changes in the policy framework govemning the decentralization of GON budgeting
through the creation of a Municipal allotment system. This will be accomplished through
technical assistance and policy dialogue with the GON and by working intensively with the
association of mayors.



-- Initiate changes in municipal operations, especially those related to revenue enhancement,
provision of basic services such as water, and increased popular participation. This will be
accomplished through technical assistance and through block grants to be provided by the
GON from local currencies generated by other USAID-ESF sponsored programs. Priority
will be given to projects which generate income and promote local control of social services
(schools, water supply and sanitation). -

-- Train municipal officials in the planning and administration of basic services and the
formation of community support organizations. International training will also be included
as part of this project. Technical assistance and training in management local resources
will be provided to the mayors.

-- The establishment of open town meetings will be an important part of this project. The
open town meeting will be the main communication and operation vehicle between the
citizenry and the mayors office. This meetings will be held monthly to sort out community
needs and the allocation of community resources (both human and material) in resolution of
the needs.

-- Educate citizens on the role and responsibilities of their locally elected officials and
themselves, especially regarding open town meetings and the application of resources in
promotion of democratic decision-making.

D. Implementation arrangements:

- AID financed inputs:

Technical Assistance $2,000,000
Training $1,000,000
Commodities and Educational Materials  $1.000.000

Total: $4,000,000

-- GON local currency transfers (to be negotiated). .

E. Sustainability:

By the end of the project, it is expected that the capability of local governments will be sufficiently
enhanced so they will be able to provide a wider range of services on a self-sustaining basis.
Citizens will be active participants in the decision process leading to such services.

F: Mission Management:

The Mission will manage this project through a USDH, the Chief of the General Development
Office and a USPSC, the Democratic Initiatives Coordinator.



NEW PROGRAM DESCRIPTION

FY-1993

LAC BUREAU OBIECTIVE : Encourage Economic Policies that promote investment,
productive employment, etc.

SUB-OBJIECTIVE : Encourage preservation and sustainable use of the
natural resource base.

PROGRAM TITLE : Natural Resources Non-Project Assistance

EBQQB&MJﬂﬁﬂHHQ : $10,000,000

TYPE OF FUNDING . DA (PSEE)

Consist [P with Mission Strategy:

Natural resources management is an integral part of the Mission’s strategy for achieving broadly
based sustainable economic growth. The Mission encourages the adoption of policies, incentives,
regulatory frameworks, and management practices to protect the natural resources base and
promote sustainable development. There is a clear link between economic performance in
Nicaragua and its underlying natural resources base. The CDSS highlights the increased use of
environmentally sound productive and extractive practices as one of the Mission’s strategic
objectives.

n ivities:

A number of bilateral donors, including Norway, Sweden, Finland, Germany and USAID are
assisting the GON in the area of resource management, especially especially in the area of forests
and fisheries and the establishment of natural parks or protected areas. However, the Nicaraguan
government’s approach continues to emphasize enforcement rather than establishment of economic
incentives for sound resource practices. The Mission’s Natural Resource Management (NRM)
project provides technical assistance for analyzing existing resource use patterns, valuing resources
at their full economic cost, and proposing policy changes to encourage sustainable resource use
practices and conservation. This program complements this effort by providing additional
incentives for enacting and implementing policies along these lines.

The Program will support AID’s policy dialogue for improving natural resources management and
sustainable development. Specifically it will contribute to the conservation and wise use of tropical
forests and protection of bio-diversity.

Purpose: To encourage enactment and implementation of policies which provide incentives for
sustainable management and conservation of natural resources
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Program Description: In a country that is seeking rapid economic growth, exploitation of the
natural resource base is a potential means of obtaining access to foreign exchange and investment
capital. The temptation to follow a "growth at all costs” strategy in relation to natural resources
must be countered by policies that look toward long-term economic benefits from the natural
resource base. This program assistance is designed to provide additional incentives for enacting
and implementing policies with such a long-term view.

Technical assistance through Natural Resources Management project is targeted to evaluating
natural resource policies and identifying areas where the government of Nicaragua (GON) can
institute policies that maximize the sustainability of the natural resource base and conserve non-
renewable resources. Such policies will seek to extract maximum benefit from natural resources
based on a true market value for their use which includes the cost of environmental services.
Since soils, water, forest, and fisheries are exhaustible resources and are being used up, a
depletion charge or user cost should be levied on the income from natural resources use.

The program provides cash resources to the government for investment or current budget expenses
related to natural resources management and protection. Disbursement would be performance-
based in relation to specific actions which reflect GON efforts to value resources in such a way as
to. incorporate resource depletion and to take into account the sustainability of resource use in
economic terms. These will be identified in more detail based on work accomplished under the
NRM project, but an illustrative list might include:

-- Forestry legislation. Formulate and implement a new, rational forestry law and related
regulations which, among other actions, would redefine the roles of the government and
the private sector with regard to forest ownership and forest management. Such regulation
would establish a schedule of stumpage prices and user fees and, possibly, a set of
economic incentives for private landowners to engage in forest management and
reforestation.

-- Land taxation: Implement a rational land taxation policy so that tax rates reflect land
use capability and actual land use. The implementation process could also include
mechanisms for making tax collection more effective.

-- Land tenure and property rights: Revision and implementation of a rational policy of
land titling and land registry of rural properties in a way that assures a decent livelihood for
“people in designated areas and the long-term sustainability of natural resources.

-- Land use: Implementation of a national system to determine and designate land use
capability in accordance with the ecological characteristics of the land.

-- Watershed Management: Implementation of policies and programs which encourage

soil and water conservation combined with action to promote reforestation and appropriate
management of forest resources.
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In recognition of the importance in regulating and policing activity in relation to natural resources
and the environment the cash resources under the program will be allocated to GON enforcement
and management activities and for use in making investments in land to be brought under
protection or public management.

Sustainability of P 1 Activities:

Reforms in pricing policy likely to be introduced under this program will be revenue generating.
Consequently, an enhanced level of services in the affected areas will be feasible even after the
termination of the program. The purpose of this program is to allow the GON to overcome initial
resistance to the introduction and implementation of appropriate resource management policies.
Once such policies are in place, further policy-based assistance will not be necessary. '

Missi { role:

This program will be managed by the office of Agriculture and Rural Development, in concert
with the Mission’s Economics Office.

Major outputs:

--  Enactment and implementation of natural resource policies which encourage sustainable
resource management and conservation.

AID-Financed Inputs: LOP Total ($000)
Cash Transfer : $10,000
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NEW PROGRAM DESCRIPTION

(FY 1993)
LAC BUREAU OBJECTIVE : Support the achievement of broadly
based, sustainable economic growth.
SUB-OBJECTIVE : Encourage a vigorous response by the private sector to
a favorable policy environment.
PROGRAM TITLE : Title III - Food for Development
PROGRAM FUNDING ($000) : FY-93 $25,000
FY-94 $25,000
LOP $50,000
TYPE OF FUNDING : P.L. 480 Title III
AMENDMENT OR NEW : New

A. Consistency of Program with Mission Strategy: Food assistance programs are integral to the
Mission strategy. The Mission plans to use the Title III program, together with its Economic
Recovery and Development Program, to negotiate closely related measures that underscore
A.LD.’s interest in improving sector performance. When it does diverge because of timing or
other program factors, the Title III program will emphasize a more detailed agricultural, natural
resource management, and nutritional policy focus.

Nicaragua qualifies for a Title III program. It recently acquired status as a Relatively Least
Developed Country (RLDC). Its per capita income of under $400 makes it the second poorest
country in the hem:sphere after Haiti.

Because of its precarious foreign exchange situation and its inability to assume new debt,
Nicaragua was the only country in the world that received in FY 1990 and FY 1991 a grant Title I

program under Food for Progress. Over 138,000 MT of basic grains were imported in 1990.
This level of import is expected to grow as increased domestic food production is unabie to keep
up-with population growth.

B. Relationship to A.I.D. and other Donor Activities: Several other countries (Canada, Italy,
- France, and the EEC) provide limited amounts of wheat, vegetable oil, and tallow on a grant or
soft credit basis. The size of these donations are very limited and not enough to cover the very
large deficit for these commodities. The Mission also has a limited Title IT vegetabie oil
monetization program.

C. Relationship of Program to Overall A.I.D. Policy Objectives: The program will support

A.LD.’s policy dialogue on GON actions leading to increased private investment in agriculture,
increased agricultural productivity, and improved natural resource management practices.
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D. Program Description: The Program will be used as a mechanism to encourage the GON to
continue the development of policies (such as pricing) to reactivate the agricultural sector. The
program will assist the GON sustain policy measures already in place, including decontrolled
agricultural commodity prices, elimination of barriers to exports, and the maintenance of an
adequate exchange rate. The program will move forward with, (a) the control and eventual
privatization or closure of the State Basic Food Marketing Company (ENABAS), (b) preservation
of the environment through implementation of GON actions that will stabilize the agricultural
frontier (the expansion of the agricultural frontier into forests is the single most serious threat to
tropical forests and bio-diversity), and (c) development and implementation of a food security plan
designed to identify, monitor, and target activities for specific groups at nutritional risk, and
developing non-distorting measures to assure the adequacy of their food supply. Specific policy
measures and benchmark targets will be established for each of the areas.

E. Planned implementation arrangements: Commodities requested are wheat (120,000 MT),
vegetable oil (32,000 MT), and tallow (36,000 MT) over the two year life of the Program.
Current import requirements are 90,000 MT, 24,000 MT, and 22,000 MT, respectively, well
above the total requested value of this Program. There will be exclusive private management of
commodity purchases, storage, and distribution. Sales of the commodities will be negotiated with
the private sector with shares based upon sales and throughput rather than simple installed plant
capacity. This represents a marked change in management of previous programs and will reward
business efficiency. Ownership of the commodities will be transferred to private industry upon
arrival at the port of entry with immediate payment required.

Local currency programming will support GON development efforts, consistent with the
USAID/Nicaragua development strategy and continuing limitations on USAID’s capacity to
monitor projectized local currency. In accordance with the Title IIT legislation, every effort will
be made to have the GON make available local currency generations to indigenous
nongovernmental organizations and cooperatives to undertake activities supportive of GON
development priorities for the sector. This will probably take the form of a program to fund
efficient, market directed credit unions, if suitable implementation organizations can be identified.

F. Mission management role: This program will be managed by the Office of Agriculture and
Rural Development (ARDQO) with strong participation by the Program, Economics and Private
Sector Office (PEPS) and the General Development Office (GDO).

G. Potential Issues and/or Innovative Program Approaches:

The Mission would like to explore with AID/W the possibility of allowing the Nicaraguan private
sector to handle the procurement of the commodities by themselves directly in the U.S.
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NEW PROJECT DESCRIPTION

(FY 1994)
LAC Bureau Objective: Support the achievement of broadly-based, sustainable, economic
growth
Sub-Objective: Encourage economic policies that promote investment, productive

employment, and outward oriented diversification

Project Title: Economic Recovery and Development II
Funding: $115 million
Type of Funding: ESF

Consistency with Mission Strategy: Continued policy dialogue, supported by cash transfer
conditionality, is a major element of USAID/Nicaragua’s efforts to promote both private

- investment and increased competitiveness and diversification. The Economic Recovery and
Development IT program (ERD) will build on the improved policy environment fostered under the
ESR programs and ERD I. By FY 94, it is anticipated that demand management stabilization will
be well established and that the investment climate, including security of property rights, will be
substantially improved. ERD will round out the structural and sectoral reforms, especially in
agriculture, and will provide resources to enable an expansion of private sector investment.

Relationship to A.L.D. and Other Donors: USAID’s policy dialogue is carried out in
coordination with other major donors addressing a policy agenda - primarily the IMF, World
Bank, and Inter-American Development Bank. Policy targets are generally consistent with other
programs and address areas of broad agreement among these donors. The policy orientation of
this program will be informed by the technical assistance provided under the Economic Policy
Analysis Project and will be complemented by project activities under the Private Sector Support
and Private Agriculture Services projects. ERD will particularly consider sector-specific obstacles
to investment in both manufacturing and agriculture.

Relationship of project to overall A.L.D. policy objectives: The project supports the goal of
building a foundation for long-term growth and of the Agency initiative in Business and
Development Partnership.

Purpose: The purpose will be to create favorable conditions for increased investment and
diversified exports in support of sustainable broad-based growth.

Project Description: The cash transfer program for FY-1994 will provide balance of payments
assistance that will provide Nicaragua the foreign exchange necessary to obtain imports critical to
economic recovery and expanded investment. Disbursements will be conditioned on continued
adherence to demand management targets, as well as policy actions designed to improve conditions
for private sector investment with a particular focus on sector-specific obstacles in export-oriented
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manufacturing and agriculture. Areas of policy dialogue will build on those developed in ERD I
and will depend largely on constraints to private investment, and export diversification identified
through the Economic Policy Analysis, Private Sector Support, and Private Agricultural Services
Projects, ongoing Mission economic analysis, special studies, and discussion with GON policy
makers and private sector representatives. Sector specific structural reform areas, including
positive implementation measures required to achieve a vigorous private sector response, are areas
of emphasis depending on progress to date in each area. The disbursement schedule will be
determined with the government based on foreign exchange requirements over the course of the
year,

Beneficiaries: The program is designed to benefit the entire population through its contribution to
real economic growth. The structural changes and use of local currency generations should
particularly benefit industrial and agricultural workers as a result of the increased employment
generated through increased investment and the higher wages which will result from improved
productivity throughout the economy.

Major Outputs: All Years
Increased Private Investment X
Higher Labor Productivity X
A.1D.-Financed Inputs if ' '

Cash Assistance 115,000
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AMENDMENT PROJECT DESCRIPTION

(FY 1994)

LAC BUREAU OBJECTIVE: Support the achievement of broadly-based sustainable economic

growth
SUB-OBJECTIVE : Encourage a vigorous private sector response
PROJECT TITLE : Private Agricultural Services (FY 94 Amendment)
PROJECT NUMBER : 524-0315
PROJECT FUNDING Amendmeni Planned LOP
($000s) - $5,000 $12,000
TYPE OF FUNDING Authorized LOP Amendment Planned LOP

ESF $7,000 $7,000

ARDN . $5.000 —$5.000

$7,000 $5,000 $12,000

A. Consistency with Mission Strategy: As stated in the Mission’s 1991-1996 CDSS, the greatest

potential for productivity increases during the early stages of the CDSS period is in the agricultural
and agribusiness sector. Agriculture still serves as the foundation of the Nicaraguan economy and
is the primary source of exports to meet foreign exchange needs. This amendment will build on
the ongoing project which is, and will continue to be, the Mission's major activity in support of
increased agricultural productivity, and its only planned project in the agricultural sector. It will
also complement the GON's planned medium-term credit program, to facilitate and expand
linkages between agricultural production and agribusiness development and expansion.

B. Relationship to host country and other donor actjvities: This amendment is directly responsive
to the GON’s policies and programs in support of increased agricultural production and

privatization of statz-owned enterprises. It will serve as the mechanism for constructing
commercial linkages between producers of primary agricultural commodities and the agribusiness
processing sector. It will also help develop and strengthen linkages between the current public
sector research organizations and emerging private sector technology transfer mechanisms. The
amendment complements the activities and programs of other donors such as the IBRD, IDB, and
several bilateral donors, including A.I.D., which are or will be prov1d1ng financing (credit) for
both production and agribusiness enterprises.

C. Relationship of Amendment to Overall A.LD. Policy Objectives: The amendment is fully
consistent with the Central American Strategy as it will emphasize the broad-based, sustainable

economic growth by encouraging greater opportunities for increased participation by the private
" sector in the economy. It directly relates to the need expressed in the strategy to stimulate
agricultural production and trade by promoting technology improvement, agribusiness
development, increased agribusiness inputs and by supporting the privatization of state-owned
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enterprises. In addition, the amendment is in accord with Agency policy on local organizations in
development which encourages the use of local groups such as private producers groups in private
sector development and technology transfer.

D. Amendment Description: The goal of the project is to promote broad-based sustainable
economic growth, by increasing agricultural productivity and employment and to generate foreign
exchange. The purpose of the amendment is to increase participation in the economy by the
private sector through the efficient delivery of agricultural inputs, processing, marketing and
technology transfer services to farmers and agribusiness.

The major problems that the project will address are the very low levels of productivity in the
agricuitural sector, and the lack of solid commercial and service provision linkages between the
producers of agricultural products and the agribusiness processing firms. The major focus of the
project will be that of expanding access to production and processing technologies by the private
sector through the private sector. This will be accomplished by supporting the ongoing
restructuring of the national agricultural research programs which are currently the responsibility
of the quasi-public/private sector National Commodity Commissions, to make them more
responsive to the technology needs of the private sector producers. The project will also seek to
expand and improve the linkages between agricultural producers and agribusiness processors as
part of the GON’s policy in support of privatization.

The amendment will enhance the ability of private producers associations and their leadership
organizations such as: (a) the Union of Nicaraguan Agricultural Producers (UPANIC) and the
Association of Nicaraguan Producers and Exporters of Non-traditional Products (APENN) and (b)
agribusiness firms. The enhanced capacity will help these organizations and firms to provide the

. technical and management services required to increase productivity and build both commercial
and technology transfer and other service provision linkages between producers and processors of
agricultural products as the economy recovers and the GON’s privatization program begins to have
an impact.

E. Financing (in $000s):

AID LON _Total
Technical Assistance 1,000 0 1,000
Training 200 0 200
Productivity Sub-Grants 3,500 5,000 8,500
Evaluation & Audit 300 0 300
Total 5,000 5,000 10,000

F. Planned Implementation Arrangements: The amendment will follow the implementation

arrangements currently in place under the project. This entails amendments to the bilateral
agreement, the cooperative agreements, and perhaps the technical assistance contract.
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G. Sustainability of Proposed Activities: It is anticipated that the types of services provided will
be the type for which a demand exists and for which fees can be charged and collected.

H. Mission Management Role: The project amendment will be managed by a USDH employee in
the Mission Office of Agriculture and Rural Development.

1. Principal Issues: The primary issues will depend on an evaluation of progress under the project

prior to the amendment as well as progress by the GON in terms of both its privatization programs
and the restructuring of agricultural research.

J. AID/W Action Requested: USAID/Nicaragua requests LAC program concurrence allowing the
Mission to develop and approve the Project Paper Amendment.
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NEW PROGRAM DESCRIPTION
(FY 1994)

LAC OBIECTIVE: Encourage increased economic opportunities for the disadvantaged.

MISSION OBJECTIVE:  Improved maternal and child health.

TITLE: Health Care Financing (Non-Project Assistance)
NUMBER: 524-9999

FUNDING: | $10,000,000

ACCOUNT: Health

A. Consistency of Project with Mission Strategy:

The program is consistent with the approved CDSS which specifically cites health care financing as
one the objectives for the planning period. This Non-Project Assistance respond directly to this
CDSS objective and complements the CDSS focus on maternal child health to the extent that
improved health financing allows for greater resources to be focused in the area of primary health.

B. Relationship to the Host country and other donors:

The project will support the reform of the health care finance system through the establishment of
formal cost recovery mechanisms. This responds to what the MINSA is calling "The functional
Ministry Program” in which the Ministry will phase down its direct involvement in those areas
which are too costly for the GON to maintain. Hospitals are targets since they are a major drain
of resources accounting for 50% of the MINSA service budget.

A recent visit from the World Bank and the Inter-American Development Bank revealed that cost
recovery was one of the main issues for sustainability of MINSA programs. Neither agency
however, will provide assistance other than research for the next few years to remedy the health
care finance system.

C. Conformance with the Agency and Bureau policy:

The basic objective of AID’s health programs as articulated in the Health Policy Paper is to assist
developing countries to become self-sufficient in providing broad access to cost effective
preventive and curative care with an emphasis on improving the effectiveness of health programs
through improved design, and management as well as the implementation and promotion of self-
financing of health programs. The project is consistent with this strategy.

The project will also directly implement one of the ten principles of AID’s strategy in the 1990’s
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for Central America as articulated in the Economic Assistance Strategy for Central America, 1991-
2000 which states that:

AID will help Central American Governments and the Private Sector improve the
effectiveness, efficiency, financing and local control of basic health services, thus,
increasing access to them and assuring their sustainability. Financing public sector programs
in contrast to donor funded service delivery and broadening of private sector financing of
quality health and other social service delivery wherever feasible.

D. Project Description:

The purpose of the project is to improve the quality and type of care offered to the Nicaraguans
through their Health Care System by providing a legal, policy and service basis for improved cost
recovery.

In essence, the project will:

(1)  Remove the legal constraints to cost recovery in the Ministry of Health System so
that there is a decrease in the amount of funding that is apportioned to hospital care for the
MINSA budget.

(2)  Establish the policies which norm the cost recovery system in the hospitals of the
MINSA.

(3) Establish a greater role for private and local participation in the delivery of health
services in Nicaragua.

The project will tranche its funds against policy reforms by the GON and will require that a new
legal policy and service framework be set up and implemented which responds to the demand for
private run and operated health services in Nicaragua. The project will specifically allow for
increased private control over cost recovery in Ministry of Health Hospitals. This means that
policy reform measures are intended to decrease public health expenditures in costly services and
keep the Ministry of Health focused on less expensive and more cost effective preventive care.

The project will allow the utilization of funds for those activities related to the implementation of
the set-up and implementation of the health care finance program. The project will provide funds
that support the development of the needed systems, the promotion of the community involvement
in those systems, and finally the service implementation of the system,

E. Planned implementation arrangements:

AID financing will be tranched against the completion of the following policy measures.
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POLICY MEASURE —Amount

1. Legal Reform $1,000,000
2. MINSA resolutions $2,000,000
3. Formation of Local

Health Boards $1,000,000
4. New Fee Structure $2,000,000

5. Establishment of private
partnerships to create
fee-for-service hospital wings
and clinics $4,000,000

During the project development process, special attention will be given to the legal and
administrative obstacles to privatization and the introduction of cost recovery mechanisms. GON
and MINSA support for private participation in the sector will be assured.

A feasibility study will be conducted to examine the impact of introducing cost recovery measures
such as fee for service consultations and hospitalization and the introduction of partnerships with
the private sector for the provision of cost effective and efficient health care.

- The GON and the MINSA will enact the laws necessary to remove obstacles and to provide the
resolutions for establishing fee schedules and local health boards that would be in charge of
generating, controlling and investing funds to maintain their local health facilities.

The MINSA will also pursue private partnerships to privatize some their services and would
entertain proposals to receive increased private participation in the provision of services.

F. Sustainability: Since the project seeks to improve the provision of health services through cost
recovery and privatization of public services, self-sustaining mechanisms will be built-in into the
project design.

G. Mission Management role: The Project will be managed by the Mission’s Health
Development Officer.
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Table 1A: MONITORING THE ACHEIVEMENT OF STRATEGIC OBJECTIVES (modified)

Mission Slrolegic Objective: Increosed foreign ond domestic invesiment

LAC Bureoau Objective ond Sub-Qbjective: Support broadly-based, sustainable economic growth - Encourage economic
policies that promote investmant, empioyment and outward-oriented diversification; Encourage private sector response

Progress to Dote: Over the past year, the Nicaraguan government has taken the following steps:

o Instituted a strong and successful stabilization program that has reduced inflation from 45% per
month to almost zero and stabilized exchange rates. This has been a critical first step in restoring
investor confidence and laying the groundwork for renewed economic activity by the private sector.

° Reduced the size of the public sector to reduce budget deficits. USAID support for the government’s
occupational conversion program has helped downsize the government workforce by over 22,000
through voluntary retirement. This will have significant impact in reducing government budget
deficits and eliminating inflationary pressure.

L Established a Superintendency of Banks and the legal framework for operation of private banks.
Improved regulation of the financial sector and the influence of market forces through private banks
should dramatically improve financial services in Nicaragua and improve the management of financial
resources in the nation.

These accomplishments represent a profound change in the policy framework and overall business climate
for the private sector. Figures are not yet available but it appears that there has been a significant increase
in private investment beginning in July/August 1991, which is expected to produce three to four percent real

Privote sector amestmeni BCN COSEP Evoluate BCN dota on the bosas of consultont work

- foreign being done on nationg! occounts; setlle on accurole

- domestic baseline ond develop torgets during second quarter
Fr-92, Economics Office, PEPS.

Licensed businesses MEDE Delermine stotus of MEDE doto bose ond evaluate

- gender utility of their doto, determine boselines ond develop

- foreign lorgets during 2nd quorter, FY-92 if doto oppeors to

- domestic be in good shape. Privote Sector Office, PEPS.




Table 1B: MONITORING THE ACHEIVEMENT OF PROGRAM OUTPUTS (modified)

Mission Slralegic Objeclive:

Increcsed foreign ond domestic invesiment

LAC Bureou Objeclive ond Sub-Objective: Support broadly-based, sustainable economic growth - Encourage economic
policies that promote investment, employment and outward-oriented diversification; Encourage private sector response

Progrom Outpu:
property rights, lobor codes

Favorable investmenl policy fromework: invesiment codes, licensing requirements, enforcegble

Progress to Dale: An invesiment low was possed in lote 1990 thal governs the process; while it could be

improved, it serves os useful framework for investmen! oclivity. Properly issues remoin o divisive politicol issue
ond o workable resolution does nol oppear imminent. Numerious new relail outlets suggest thol some investors
are willing {o ploce confidence in 1he Nicoroguon economy-Rodio Shock & Domincs are the first U.S. fronchises.

i Performance Indicator -

‘Doto Souirce

Registering for investmen! under the
foreign investment lows (lime & cost)

MEDE, USAD,
Speciol Studies

Develop scope of work for somple surveys through
PSS institutionol controctors. Corry out studies in 3rd
or 4th quorter of FY-92, ' '

Business property disputes outstonding US Embossy Coordinote with tmbossy regording dolobose of U.S.
Associgsion de disputes. Delermine if Associocion has relioble doto
Confiscodos bose. Determine boseline & torgets by end of FY-92.

US Fronchises USAID Boseline is zero. Torgels will be refined during 2nd

quorter, FY-92,

Program Qutput: Stoble Economic Environment

Progress lo Dote: The economic stobilization progrom put into effect in Morch, 1991 hos virtually eiimingted
inflotionory expectotions in lowering monthly inflalion from 45% {o clmost zero over the lost eight months of 1991.
Exchonge rotes hove been stobilized of 5 cordobas to the dollor, The very successful occupational conversion
progrom has reduced the public sector workforce by 22,000, reducing o primory source of inflolionory pressure.

fluctuotions

. Performance indicotor | ‘Dota: Source | Plans for Determining Boseline/Targets
e O Ty ra e et
ceiling {o be delermined during eorly FY-92.
[Real foreign exchonge rote BC.N Economics office, PEPS, will develop methodology to

colculote recl effective exchange roles ond opply o
meosure of dispersion os bosis for boseline & l{orgets




Table 1B: MONITORING THE ACHEIVEMENT OF PROGRAM OUTPUTS (modified)

Mission Strolegic Objeclive: Increosed foreign ond domestic invesiment

LAC Buregu Objeciive and Suti-Objective: Support broadly-bssed, sustainable sconomic growth - Encourage economic
policies that promote investment, employment and outward-oriented diversification; Encourage private sector response

Progrom Outpul:  Rewitolized bonking and financiol morkets

Progress to Date: A Superintendency of Bonks began operotion on July 30, 1991, The legal framework for
licensing private bonks was esloblished ond four privole bonks ore in operction os of {he end of 1991,

privole commercigl bonks

Dato ovailabilty ond reliability will be determined by
Economics Office, PEPS with on eye 1o estoblishing
boselines ond targets during the 2nd quarter, FY-92,

offices outside Managua

Medium-term lending by private BCN Doto ovailobity and reliability will be determined by
commerciol banks — origingl maturity Economics Office, PEPS with an eye to establishing
of grecler than 3 yeors boselines ond lorgets during the 2nd quorter, FY-92,
Share of private bonks and exchange [BCN Doto ovoilabity ond relicbility will be determined by
houses in the foreign exchonge Economics Office, PEPS wilth an eye to establishing
maorket boselines ond targets during the 2nd quorter, FY-92,
Cost of finonciol intermediation - BCN Selection of interest rotes to be compared determined
spread between lending ond borrowing by Economics Qffice, PEPS with on eye to estoblishing
interest rotes boselines and lorgets during the 2nd quorter, FY-92.
Privote commercial bonk bronch BCN Boseline is zero. Torgels will be established during

the 2nd quorter, FY-92,

Progrom OQutput:

Incregsed investment supporl services

estobiished.

Progress to Date: The primary offices to serve os the focol point for investmenl promotion hove yel to be

NN e

Tnvesiment leods developed ond
consummaoted

- number - volue

Determination of boselines ond torgels will await
estoblishement of relevont institutions — probobly lote
FY-92 or early FY-93,




18DIe ID: MUNIIUKING LHE ALIELYLIVIEIN I U FKUURKAIVL UU LU 1D (modined)

Mission Strolegic Objeclive:

Increosed foreign ond domestic invesiment

LAC Bureou Objeclive and Sub-0Objective: Support broadly-based, sustainable economic growth - Encourage sconomic
policies that promote investment, employment and outward-oriented diversification; Encourage private sector response

Program Cutpul:

Increosed invesiment supporl services

Progress lo Dale: The primory offices to serve os the focal poinl for invesimeni promotion have yet to be

estoblished.

Investment leads developed and
consummoled
- number - vglue

Detlermingtion of boselines ond torgets will owoil
esioblishement of relevont institulions - probably Ioie
FY-92 or eorly FY-93.




Table 1A: MONITORING THE ACHEIVEMENT OF STRATEGIC OBJECTIVES (modified)

Mission Slrolegic Objeclive: Increased competitiveness and diversificotion in the economy

.

LAC Bureou Objective ond Sub-0Objective: Support broadly-based, sustainable economic growth - Encourage economic
policies that promote investment, employment and outward-oriented diversification; Encourage private sector response

Progress to Dote:
The Nicaraguan government has:

®  Liberalized trade and opened up new markets and trade relations. State trading monopolies have
been eliminated and private sector competition has returned in both import and export sectors.
Imports from the U.S., which had been non-existent due to the embargo, are estimated to reach $140
million in 1991 or nearly 20% of all import activity.

. Began the process of privatizing state-owned enterprises. The structure for privatization of public
sector enterprise has largely been established and 86 firms were privatized or placed under private
management over the last year. The government has committed itself to privatizing about 50% of
its total portfolio by March of 1992. r

At this point the evidence of improved competitiveness in the Nicaraguan economy is primarily anecdotal
based on the opening of numerous retail firms in and around Managua. Nicaragua has not yet demonstrated
renewed competitiveness in export markets but in areas with a natural comparative advantage such as coffee
and bananas, exports are expanding. The first tentative steps toward increased non-traditional exports were
reflected by the first shipments of melons and limes to a newly opened U.S. market in 1990. A large crop
is currently being planted in late 1991 for 1992 harvest and export. Mission and ROCAP assistance through

Commodities Exported BCN
- volue quarter, FY-92
- volume
Volue of non-troditionol exports BCN tconomics office, PEPS, will evoluote dolo and
: develop boselines ond torgets during 2nd & 3rd
quarter, FY-92
Volue~odded in manufocturing and | BCN An gssessment of industry ond manufocturing sectors
processing in Nicoroguo will be conducted os o pori of o study

of Notionol Income Accounts. Boselines and torgets
determined bosed on the assessment - PEPS/PS




Table 1B: MONITORING THE ACHEIVEMENT OF PROGRAM OUTPUTS (modified)

Mission Slrotegic Objective:

Increased compelitiveness cnd

divers¥icotion in the ecenomy

LAC Bureou Objeclive and Sub~Objective: Support broadly-based, sustainable economic growth - Encourage sconomic
policies that promote investment, employment and outward-oriented diversification; Encourage private sector response

Progrom QOutpir: Barriers to compelition removed

import octivily.

Progress 1o Date: Stole troding monopolies hove been eliminaled ond torifl rales hove been lowered.” Privole
sector oclivity hos returned in both import ond export seclors. Exports to the U.S. under o newly ocquired CBI
stotus ore increosing; U.S. imports hove moved from practically zero during the emborgo 1o neorly 20% of olt

Commodities Tocing non—tordf borriers [MEDE Economics Office, PEPS, will determine boseline ond

- imports ' torgets os port of conlroct wilh oulside consultant

- exports work, - expected lole FY-92.

Ronge of toxes on imports MEDE, Special Economics Office, PLPS, will determine boseline ond
Studies {orgets as port of conroct with outlside consultont

work, — expected lole FY-92,

Progrom Qutput: Reduced stote enterprise monopolies

Progress 1o Dole: Stole troding monopolies have been eliminolied. The siruclure for privotization hos been
estoblished ond 86 firms were privotized or ploced under privole manogment over {he losi year.

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

N —TT

commodities

Covernmenl firms dvesied CORNAP Boseline wil be zero. Private seclor office, PEPS, wil
estoblish torgets bosed on discussions with CORNAP
ond U.S. finonced TA conlroclors working there - 0-3

Shore of ENABAS imports of key CORNAP Economics Office, PEPS, and ARDO will develop 1orgels

by 4ih quorter, FY-92.




Table 1B: MONITORING THE ACHEIVEMENT OF PROGRAM OUTPUTS (modified)

Mission Sirolegic Objeclive:

Increased competitiveness ond diversification in the economy

LAC Bureou Objective ond Sub-(Objective: Support broadly-based, sustainable economic growth - Encourage economic
policias that promote investment, employment and outward-oriented diversification; Encourage private sector response

Program Qutput: Improved privole sector technology tronsfer: ogncultural technology (coftee, livestock, meat
processing, elc), Processing and manufaciuring lechnology

Progress to Date:
lorge crop is being planted for horvest

ond export in 1992,

First exports of non-traditionol crops (melons ond limes) to U.S. occurred in 1990; o second

+Dota’ Source

Plans: [

oseline/Targets

Productivity of selecled commodities:
~ coffee - rice - corn -sesome
~bongnas

ARDO ond Economics Office, PEPS, will determine
oppropriale selection and methodology ond determine
baselines ond torgets by end of FY-92.

Value of non-troditional ogricultural MOA ARDO ond Economics Office, PEPS, will evalugte dota
exports : ond determine torgets prior 10 end of FY-92.
Value of manufaciured exports BCN Torgets will be derived from assessment expected to

be conducted during FY-82 — Privale Seclor Office,
PEPS.

Progrom Qutpul:

Increosed troined ond skiled humon capilal

Progress to Dote: The Mission's Development Troining project is underwdy ond 90 porlicipant troinees departed
for troining under various Mission progroms os of the end of FY-1931. 3,300 men ond women hove groduoled
from Solesian Missions vocotionol training centers supporied by USAID.

| Performance Indicator

selected occupations

Survey

Economics Office, PEPS, will coordinate with Embaossy
in delermining boselines ond torgets by 3rd quorler,
FY-92.




Table 1A: MONITORING THE ACHEIVEMENT OF STRATEGIC OBJECTIVES (modified)

Mission Strolegic Objeclive: Increosed porlicipotion in the economy

LAC Bureou Objeclive ond Sub—-Objective: Support the achievement of broadly-based, sustainable sconomic growth -
Encourage increased economic opportunities for the disadvantaged

Progress to Dote:
The vast majority of Nicaraguans will participate in the economy through wage employment. To address
employment needs until increased private sector activity creates new long-term jobs, USAID has funded an
employment generation program that has financed over 15,000 short-term jobs in Managua and more than
60 other municipalities throughout the country; on the Atlantic Coast, more than 400 jobs have been created. -

Over 18,000 former resistance combatants have been demobilized through U.S. financing of the CIAV
program, and 35,000 refugees have been repatriated. About 95,000 ex-resistance members, refugees, and
members of their families have received immunizations, food supplies, clothing, seeds and basic tools for
agriculture, and housing materials to assist in becoming self-sufficient.

Nearly 3300 students have received vocational training under a Salesian Missions program financed by
USAID which will improve their prospects for obtaining meaningful employment. A $2 million special
scholarship program through Georgetown University has sent 75 Nicaraguans (including 42 women and 15
ex-members of the resistance) for 18 months of technical/vocational training at U.S. community colleges.

Nearly 15,000 Atlantic Coast farmers received rice seed provided by CIAV/OAS under an AID-financed
emergency project. Approximately 750 tons of seed helped reestablish rice cultivation on the Atlantic Coast:
a bumper crop of at least 30,000 tons has been a major stimulus to economic reactivation in the region.

carry-over stocks will serve as the basis for next year’s planting.

Total employment — |mMEDE Economics Office, PEPS, will evoluote dolo sources
ond esloblish torgels by 3rd quarler, FY-92,

Regislered businesses MEDE Privote Sector Office, PEPS, will evoluole dota ond
- {olal determine oppropriote means of trocking. Boselines
- women-owned ond targets expecled by end of FY-92,




Table 1B: MONITORING THE ACHEIVEMENT OF PROGRAM OUTPUTS (modified)

Mission Sirolegic Objective: Increased porlicipation in the economy

LAC Bureou Objective ond Sub-0Objective: Support the achievement of broadly-based, sustainable economic growth -
Encourage increased sconomic opportunities for the disadvantaged

Progrom Ouipul: Brooc-based {echnology transfer: low ogricullura! technologies, cotloge indusiry lype lechnologies,

extension services through PVQs

oreo, is still in ils initio) stort-up phase.

Progress {o Dote: The Privote Agriculiural Services project, which will be the primary Mission progrom im this

Plans for Determining Boseline/Torgets

Small producers receiving lecnicol
ossisionce
- ogricuftural - nonagriculturol

UPANIT

ARDQ will establish baselines and largets in
conjunclion with project instiiutionol coniroctors by the
end of FY-92,

Progrom Qutput:Increased shori-term empioyment opportunities

Progress to Dote:

USAID's Employment Genergtion projecls hove creoted more thon 15,000 short—term jobs
repairing ond rehobilitating urban infrostructure in Managuo ond over 60 iother municipalities {hrough the country.
More than 400 jobs hove been creoled on the Atlantic Coast.

- Pedormance Indicotor: |

zDatszourceez

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

Shorf—Term employment

FISE, CARE

PDIS will determine appropriote torgels in developing
the foliow-on Employmenl Genergtion project for
obligation in FY-92,




Table 1B: MONITORING THE ACHEIVEMENT OF PROGRAM OUTPUTS (modified)

_ Mission Strotegic Objective:

increased porticipation in the economy

LAC Bureou Objective ond Sub-Objective: Support the achievement of broadly-based, sustainable sconomic growth -
Encourage increased economic opportunities for the disadvantaged

Progrom Uutput: Sirenglhened micro-enlerprises

Progress to Dote: Mission currently has no micro—enierprise programs underwoy.

Averoge income of micro~-enterprises
receiving gssisionce

A microenterprise study will be conducied under the
Private Sector Support project which will serve os the
bosic doto orienting USAID micro—enterprise work

Progrom Qutput: Increosed trained ond skilled human capital

Progress to Dole:

Mission development troining efforts have just golten underwgy. Solesion Missions vocationol
{roining cenlers supported by USAID hove groduoted more thon 3,300 studenis over the lost yeor. Brooder
indicators of 1he availobilty of frained ond skilled human copital ore undavailable but onecdotol evidence suggests
{hot educoted and skilled Nicoroguons ore relurning to selttle in Nicoroguo.

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

~ mgoles
- femoples

MINTTRAB

Economics Office, PEPS, will evoluole dote sources
ond develop boselines ond {orgets prior to the end of
FY-92.




Mission Strolegic Objective: Increased participation in the economy

LAC Bureou Objectve ond Sub-Qbjective: Support the achievemant of broadly-based, sustainable economic growth -
Encourage increased economic opportunities for the disadvantaged

Program Quipul: Increosed opportunily for ownership of businesses

Progress {o Dote:

- Performance Indicator - | Dota: Sauirce | Plans for: Determining ‘Baseline/Targets:
Business Owners | CORNAP Private Sector Office, PLPS, will evaluale doto sources
ond develop boseline ond iniliol torgets by end of
Fy-92. '
Public firms sold through dislribution |CORNAP . Privote Sector Office, PEPS, will delermine criteni ond
of shares lo o broad segment of the means of {rocking such dalo. Boselines and targets
population to be developed by end of FY-92.

Program Qutpul: Credit available to brood range of producers

Progress 1o Dale:

i Pérformance Indicator . | Dota Source!| Plans for Delermining Boseline/Targets
Depostt bose of credit unions Credil Unions Private Sector Office, PLPS, will work with Credin
Associotion Union Associations to develop doto sources and
establish baseline and torgels by eorly FY-93,
Membership in credit unions Credil Unions Private Sector Otfice, PEPS, will work with Credii
Associotion Union Associgtions to develop doto sources ond

establish boseline ond targets by eorly FY-93




Table 1A: MONITORING THE ACHEIVEMENT OF STRATEGIC OBJECTIVES (modified)

Mission Sirolegic Objective:

improved Quolity ond Efficiency of Bosic Educotion

LAC Bureou Objeciive ond Sub-0Objective:{IC) Support the achisvement of broadly-based, sustainabie economic
growth - Encourage increased aconomic opportunities for the disadvantaged

Progress {o Date:

The more than 7 million new textbooks provided nation-wide to elementary and secondary schools represent
an 1mportam first step in improving the quality and reducing the political and military orientation of basic
education in Nicaragua. The Mission's Basic Education project will begin during FY-92 and will address
the critical institutional, policy, financial, and technical constraints which impede the improvement of the -
quality and efficiency of the primary education system. The Education Assessment undertaken as part of
the process of project design has already served to orient the priorities of the Ministry of Education and
served as the basis for initial ATD-financed technical assistance to reorganize the Ministry, improve its
management information system, reform the curriculum, and train teachers. Fifteen Ministry of Education
employees sent for short-term training in the U.S. under the Development Training Project represent another
step in a series of activities leading up to the Basic Education project.

Chnldren enienng furst grode
graduoting from sixth grade

Worid Bank
Socio-Demo Survey;
Bosic Ed Sector Rpl

. GDO/ Ed will develop boselines ond iorgets bosed on

findings of World Bonk socio—demogrophic sludy
plonned for sometime during FY=92 in conjunction
the Bosic Education project institutionsl contractor.




Table 1B: MONITORING THE ACHEIVEMENT OF PROGRAM OUTPUTS (modified)

Mission Strolegic Objeclive:

Improved Quality and Efficiency of Basic tducation

LAC Bureou Objective ond Sub-Objective:{iC) Support the achievement of broadly-based, sustainable economic
growth - Encourage increased sconomic opportunities for the disadvantaged

Progrom Oufpul:Lificiency of primory school syslem improved

Progress to Date:

USAID finonced echnicol ossistonce has played on imporlant role in Ministry of Educotion
reorganizalion ond estoblishment of monagement systems.

Non-solary expendiiure/number o
students

MOE

conjunction the Bosic Educotion project instilutional
contractor by eorly FY-93, :

Progrom Quipul: Increased number of children who attoin skills in bosic literacy and numerocy

Progress {o Dote: Delivery of over 7 million new USAID-financed textbooks represented on important first step in
improving the Basic Education curriculum. '

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

Nolionol ochievement fests
- males
- femoples

- Dota: Saurce::
Shdosahatit

GDO/Ed will develop boselines and targets in
conjunction the Bosic Educction project institutionol
contraclor by early FY-93.




‘1aDie 1A: MUNIIUKING 1HE AUHELYEVIENL UF D1KA LEUILC UBJEC 11V ED (modined)

Mission Stralegic Objeclive: Improved meternol and child core

LAC Bureou Objecive ond Sub-Objective:(IC) Support the achiavement of broadly-based, sustainable sconomic
growth - Encourage increased opportunities for the disadvantaged

Progress to Dote:

In the health area, mission activities provided stop-gap medicines and have begun to address key elements

of improved maternal child health. Through the timely provision of pharmaceuticals, the Ministry of Health

has been able to alleviate severe shortages and supply medicines to segments of the population most in need.
Both mothers and children have been primary beneficiaries of this program. :

AID’s participation as the primary donor in a multi-donor immunization effort has helped improve coverage
rates for major childhood diseases; coverage rates for some diseases have been increased from 35% to 75%
over the last year and the rate for polio is over 90%. AID-financed PVO programs working with oral
rehydration therapy, growth monitoring, and other child survival interventions have addressed the major
causes of childhood sickness and death. Project Hope has provided assistance in strengthening basic services
at maternal and infant departments of four community hospitals and has offered training courses in
emergency pediatric care to over 75 Nicaraguan doctors and health professionals. The Adventist
Development and Relief Agency (ADRA) has distributed over $2 million in food assistance and is working
in 340 rural communities on child survival, growth monitoring, and oral rehydration.

Expansion of Pro-Familia family planning activities is now underway under the Family Planning Expansion
and Regionalization project.

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

(increosed by 10% by 1996)

lnfcn{ mortull'(y MCH survey GDO will develop bosehnes and turgets based on
- gender findings of World Bonk socio—demographic study
- oregs plonned for somelime during FY-92.

Controceptive prevolence roles DHS GDO will develop baselines ond torgets bosed on

findings of World Bonk socio—demographic study
plonned for somelime during FY-92.




Table 1B: MONITORING THE ACHEIVEMENT OF PROGRAM OUTPUTS (modified)

Mission Sirolegic Objeclive:

Improved molernot ond child core

LAC Bureou Objective ond Sub-Objective:(IC) Support the achievement of broadly-based, sustainable economic
growth - Encourage increased opportunities for the disadvantaged

Program Ouipull: Primory health core coveroge increased

Progress o Dote: The Minisiry of Health and various donors and PVO's working in primary health in Nicoroguo
have developed o cordingted plan to confront cholero which oddresses key oreos of primary health core.

Improved coverage for child survival
interventions

DHS (1992)
PROFAMILIA"S
Boseline

GDO will develop boselines ond torgetls based on
findings of Worid Bank socio~demogrophic study ond o
Profamiloi study pianned for sometime during FY-92,

Well—baby visils

World Bonk D.S.
(1992); Populotion
Council (1992)

GDO will develop boselines ond torgels based on
findings of World Bonk ond Populalion Council socio-
demogrophic studies planned for 1992.

Program Qutpul: Quality of primary/preventative heollh core improved

Progress 1o Date:

Immunization coverage rales for some childhood diseoses have increosed from 35% to over
70% due lo notion-wide compoigns funded by USAID ond other donors. USAID-financed PVO progroms hove
helped esloblish ORT centers in rurol oreos and improve pediolric services.

- Performance Indicotor - -

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

coverage

GDO will develop boselines ond torgets bosed on
findings of World Bonk socie-demogrophic study
planned for sometime during FY-92,

[ORT Coveroge

Immunization Coveroge DHS GDO will develop boselines and torgels based on
findings of World Bonk socio—demogrophic study
pianned for sometime during FY-92,

DHS GDO will develop boselines ond torgels based on

findings of World Bank socio—demogrophic study
planned for sometime during FY-92.




Mission Sirolegic Objeclive: Improved moternol ond child core

. LAC Bureou Objective ond Sub-Objective:(IC) Support the achievement of broadly-based, sustainable economic
growth - Encourage increased opportunities for the disadvantaged

Progrom Outpul: Increosed couple yeors of protection

Progress to Date: Initiol octivities 10 expond Pro-Familio’s fomily planning services have begun.

i Performance Indicotor: 1| Dota: Source
Couples using controceptives by DHS

melhos

GDO wili develop boselines ond torgets bosed on
findings of World Bonk socio—demogrophic siudy
plonned for somelime during FY-92,




Table 1A: MONITORING THE ACHEIVEMENT OF STRATEGIC OBJECTIVES (modified)

Mission Slrotegic Objeclive: Increosed use of environmentally sound production and extrcu:h'vew processes

LAC Bureou Objective and Sub~Objective:{ID} Support the achievemeant of broadly-based, sustainable eocnomic
growth - Encourage preservation and sustainable use of the natural resource base

Progress to Dole:

The Mission's Natural Resource Management project is now starting up and will provide institutional support
for Nicaragua’s environmental protection organization (IRENA), protection of key natural areas, and support
for policy changes and activities addressing critical resource/environmental problems in Nicaragua. These
will include improved pest management programs designed to address problems of pesticide misuse,
improved forest management policies and practices, and environmental education to improve understanding
of environmental issues throughout the Nicaraguan population. In addition, the Mission is helping to finance
protection of biodiversity in important ecological areas, along with economic development in border areas,
in three geographic areas: the Bosawds tropical forest in the North, the Mosquito Keys, an important lobster
breeding ground off the Atlantic Coast, and Chacocente, an important nesting ground for sea turties on the
Pacific Coast.

An area of emphasis under the PVO Co-Financing project will be programs in agro-forestry, watcrshéd
management, land conservation, and agricultural techniques aimed at land reclamation.

Doto Source -

Rote of Deforestotion in protected
Qreas

IRENA. MAG

TARDO will evolucte data sources & establish oppro-

pricte boseline and lorgets in conjunclion with ihe
NRM project inslitutional controctor by eorly FY-93.

Degree of pesticide residue reloted to
export production,

IRENA, MAG

ARDO will evoluote dolo sources & establish oppro-
priale boseline ond targets in conjunction with the
NRM project institutionol controctor by eorly FY-93.




Table 1B: MONITORING THE ACHEIVEMENT UF PRUGKAM UULTPUTS (modified)

Mission Sirolegic Objective: Increosed use of environmentolly sound production ond extractive processes

© LAC Bureou Objeclive ond Sub-Objective:(ID) Support the achisvement of broadly-based, sustainable eocnomic
growth - Encourage preservation and sustainable use of the natural resource base

Progrom OQuiput: Improved use policies ond regulclions implemented ond enforced: new foresl low, new notional

pian for wotershed monogemenl and conservalion

Progress to Date: - The Mission's Noturol Resource Monogement projeci is just gelting underwoy.

i Performance ndicotor

alg Source -

Resource use policies ond reguictions [IRENA, MAG

ARDO will evoluote dalo sources & estoblish oppro-
priole boseline ond lorgets in conjunction wilh the
NRM project institutional controctor by eorly FY-83,

Progrom Quiput: Slrengthed HC institutional (IRENA) copacity re: resource use ond environmental protection

Progress to Dote: The Mission's Notural Resource Manogement Project is just qettirgunderwoy.

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

People tromed in monogemenl and | IRENA
odministrotion

ARDO will evoluote dato sources & estoblish appro-
prigle boseline ond {orgets in conjunclion with 1he
NRM project institutional controctor by early FY-93,




Table 1B: MONITORING THE ACHEIVEMENT OF PROGRAM OUTPUTS (modified)

Mission Slrotegic Objective: Increased use of environmentolly sound produclion and extractive processes

LAC Bureou Objective and Sub-0Objective:(ID) Support the achievemnent of broadiy-based, sustainable socnomic
growth - Encourage preservation and sustainable use of the natural resource base

Progrom Outpul:  Susloinable economic proctices reloled lo protected areos

Progress to Dale: The Mission's Naturol Resource Monagement project, which funds PVQ's working 1o reorient
economic octivily in ond oround selected protecled orecs, is just gelting underwoy.

1 Performance:Indicotor | Dato Source | Plans for Determining: Baseline/Targets:
Commercial fuelwood, sow lumber ond [NOGs, PVOs ARDO wilt evoluate dolo sources & estoblish oppro-

priate baseline and torgets in conjunclion with the

sow timber processors using
NRM project institutional contractor by early FY-93,

environmentolly sound methods

Program Qutpul: Stronger non~governmenial ond private voluntory environmentol and NR conservation and advococy
groups : :

Progress to Date: The Mission's Natural Resource Monagement project, which funds PVQ's working {o reorient
economic octivily in ond oround selected protecled oreos, is jusl getting underwoy.

i Performance indicator: | Dotd: Source | Plans for: Determining: Bosetine/Targets:
Public oworeness of environmental and |IRENA, NGOs, PVOs, [ARDO will evolugte dolo sources & establish appro—

priote boseline ond {orgets in conjunction with {he

NR concerns MOE
NRM project institutional contractor by early FY-93,




" Mission Strategic Objeclive:

Increosed use of environmentolly sound produclion ond extroctive processes

LAC Bureou Objeclive ond Sub-Qbjective:{iD} Support the achievement of broadly-based, sustainable socnomic
growth - Encourage preservation and sustainable use of the natural resource base

Progrom QOutpul:  Improved environmenlol ond NR conservolion technology tronster

Progress to Dale:

getling underway.

The Mission's Naturol Resource Manggement projec!, which funds o peslicide use progrom,
ond the Privole Agriculture Suppori project which will finonce brooder lechnology transfer in ogriculture, ore just

Adoptions of susloingcble
ogriculturol /ogro—~forestry protices

IRENA, MAG, NGQs,
PVQs

boseline ond torgets in conjunction with the NRM &
PAS project institutiono! contractors by early FY-93.

Progrom Quiput:

Progress lo Dale:

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




Table 1A: MONITORING THE ACHEIVEMENT OF STRATEGIC OBJECTIVES (modified)

Mission Strolegic Objeclive: Greoter consensus on Democratic Volues

LAC Bureou Objeciive and Sub-0Objective: Support the evolution of stable, participaroty democratic societies -
Strengthen civilian governmentinstitutions; Strengthen public participation in democratic process

Progress to Date:
The Mission’s program is designed to promote a consensus on democratic values through 1) civic education
in schools, through the media, and through grassroots organizations, and 2) efforts to promote a positive
experience with democratic rule through strengthening of key institutions. The Strengthening Democratic
Institutions project, now underway, funds civic education efforts and a range of technical assistance and
support for institutions critical to democratic rule. Other efforts to improve operation of key institutions
include the Public Sector Support project which has helped restore critical government services after an
initial sacking of ministries by the previous government. An inventory and analysis of Nicaraguan laws and
its constitution was completed which can serve as a useful reference for reform efforts of both the executive
and legislature; the inventory of laws is now being printed and will be distributed to members of the
National Assembly. Initial efforts in civic education are represented by nine seminars on organization of
political parties, the role of parties in privatization, and municipal development conducted by a new political
research group, FUNDEMOS. These seminars were attended by over 1200 persons in Managua and six
other cities. The Salesian Missions, in efforts complementing to their vocational training, have also
provided civic education materials to more than 4,900 young men and women. American Institute for Free
Labor Development (AIFLD) efforts have helped increase union membership in independent unions by over
185,000; over 11,000 union members have received training and 674 new unions have been organuzd
Assistance through the ADF is being provided to Nicaraguan human rights organizations.

Acceptonce of democralic voiues SDl Opmion Polis GDO/DI wil work o controct surveys ond focal group
Embassy Political onalysis to serve s baseline dola gnd serve os the
Anclysis, Freedom | bosis for development of {orgets by the end of

Hse FY-32: boseline ond torgels developed egrly FY-93,




Mission Strolegic Objeclive:

Greoter consensus on Democrolic Volues

LAC Bureou Objective ond Sub-Objective: Support the evolution of stable, participaroty democratic societies -
Strengthen civilian government institutions; Strengthen public participation in democratic process

Progrom Qutpul:Wider Promulgotion ond understonding of demacratic volues

Progress 1o Dote:

Initiol seminors on the orgonization of polilicol porties, the role of porties in privolizotion, ond
municipol developmenl conducted by FUNDEMOS were ollended by over 1200 persons. The Solesion Missions hove
provided civic education rnoleriols to more thon 4,900 young men ond wornen,

Dota Sgurce

SD!, Listener/rodio
surveys

GDO/D! will work 1o controcl surveys ond focol group
onolysis {o serve os boseline dolo ond serve os the
bosis for development of torgets by lhe end of FY-92

Progrom Qutput: Incregsed confidence in democratic institutions ond processes

humaon rights organizotions.

Progress to Dote: Inilial support 1o The Nationol Assembly has included on inventory of iows which is being
distributed to oll Assembly members ond olher government officials. Free union membership has increosed by
over 185,000 and 674 new unions haove been orgonized. Assistance is being provided to strengthen Nicoroguon

Sense that clizens are betier served
by the institulions of o democratic
sociely

SOI, Poiticol bbionl
polls, Embassy pal.
onalysis

GDO/D! will work to controcl surveys ond focol group
onolysis to serve os baseline dolo ond serve os {he
basis for development of {orgets by the end of FY-92
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TABLE 6

USAID/NICARAGUA
LOCAL CURRENCY UTILIZATION - FY 1992
($000)
A. USES ESF PL 480 III OTHER TOTAL
HG BUDGET GEN. 142,948 3,000+ 145,948
MG BUDGET SEC.
HG MGT. L/C PROJ.
{60VT. OR PRIVATE)
AlID PROGRAM
TRUST FUND
AID OE TRUST FUND
OTHER
TOTALS 142,948 3,000* 145,948

B. CHANNEL FOR ASSISTANCE
PUBLIC SECTOR 142,948 3,000 145,948

PRIVATE SECTOR
TOTALS _ 142,948 | 3.000 145,948

* Pursuant to a Trust Fund Agreement wherein the GON agreed to
contribute 35 million for the Mission's Llocal currency expenses
over 8 three year period.



TABLE 6

USAID/NICARAGUA
LOCAL CURRENCY UTILIZATION - FY 1993
($000)
A. USES ESF BL 480 III QTHER T O T A L
HG BUDGET GEN 125,000 17,000 1,000 143,000
HG BUDGET SEC.
HG MGT. L/C PROJ.
(GOVT. OR PRIVATE)
AID PROGRAM
TRUST FUND
AID OE TRUST FUND
OTHER
TOTALS 125,000 17,000 1,000 143,000

B. CHANNEL FOR ASSISTANCE

PUBLIC SECTOR 125,000 17,000 1,000 143,000
PRIVATE SECTOR

TOTALS 125,000 25,000 1,000 143,000



TABLE 6

USAID/NICARAGUA
LOCAL CURRENCY UTILIZATION ~ FY 1994

A, USES ESF
HG BUDGET GEN. 115,000
HG BUDGET SEC.

HG MGT. L/C PROJ.
(GOVT. OR PRIVATE)

AID PROGRAM
TRUST FUND

AID OE TRUST FUND
OTHER

TOTALS 115,000

B. CHANNEL FOR ASSISTANCE
PUBLIC SECTOR 115,000
PRIVATE SECTOR

TOTALS 115,000

($000)

PL 480 III
25,000

25,000

25,000

25,000

QTHER
1,000

1,000

1,000

1,000

JOTAL
140,000

141,000

141,000

141,000



TABLE 7

SUMMARY PROGRAM FUNDING TABLE

Dollar Program

Mission Strategic
Project Title and Number Fy-92 FY-93 Fy-94 Objective

DEVELOPMENT ASSISTANCE

Bureau Sub-Objective 1.B: Encourage
& vigorous private sector response

Agriculture Rural Development and Nutrition
524-0315 Private Ag Services 1,500 4,000 5,000 Competitive/Diversity

Private Sector, Energy, & Environment
524-0313 PVO Co-Financing 4,000 3,000 Particip & NR Practice
524-0317 Private Sector Support 200 5,500 Investment & Diversity

Bureau Sub-Objective 1.C: Encourage
increased economic opportunitios
for the disadvantaged

Population - '
524-0312 Family Planning Expansion 2,000 2,000 Maternal Child Health

Health

524-0327 Decentralized Health Services 3,000 3,000 10,000 Maternal Child Health
524-0313 PVO Co-Financing 1,000

524-0337 Health Financing NPA 10,000 Maternal Child Health

Child Survival

524-0321 Expanded Immunization 1,300 Maternal Child Health
524-0327 Decentralized Health Services 3,000 4,000 Maternat Child Health
524-0313 PVOQ Co-Financing 2,000 1,000 Maternal Child Health

Education and Human Resources
524-0329 Basic Education 4,000 12,500 13,500 Basic Education
524-0318 Development Training 4,000 5,000 7,500 Democratic Inst/Values

Bureau Sub-Objective 1.B: Encourage
preservation and sustainable use of
the natural resource base

Private Sector, Energy, & Environment
524-0336 Natural Resource Use NPA 10,000 Prod/Extract Practices

SUBTOTAL - DEVELOPMENT ASSISTANCE 22,000 50,000 §0,000



ECONOMIC SUPPORT FUNDS

Bureau Sub-Objective 1.A: Encourage
economic policips that promote
investment, productive employment

& outward-orierited diversification

524-0325 Econ Stabiliz’Recover Ill
524-0325 Econ StabilizZRecovery IV
524-0333 Econ Recovery & Dev. |
524-0342 Econ Recovery & Dev. Il
524-0339 Economic Policy Analysis

Bureau Sub--Objective 1.B: Encourage
& vigorous privale sector response

524-0315 Private Ag Services
524-0317 Private Sector Support

Bureau Sub-Objective 1.C: Encourage
increased econcmic opportunities
for the disadvantaged

524-0301.03 Employment Generation
524-0307 Repatriation/Resettiement
524-0318 Development Training

Bureau Sub-Objective 1.B: Encourage
preservation and sustainable use of
the natural resource base

524-0314 Natural Resource Mgmt
§24-0336 Natural Resource Use NPA

Bureau Sub-Objective 2.A: Strengthen
civilian governmant institutions

524-0330 Public Sect Financ. Mgmt

§24-0341 Strength Municipal Institutions

§24-0340 Legal & Regulatory Reform

Bureau Sub-Objective 2.B: Strengthen

public participation in Democratic Process

524-0316 Strengthen Dem. Institut.

Program Develgpment and Support
524-0000 Program Dev. & Support

SUB-TOTAL ECONOMIC SUPPORT FUNDS

SUB-TOTAL - ESF AND DA

33,000
100,000

3,500

11,000
5,200

1,000

3,000

2,000

158,700

180,700

130,000

2,000

4,000

2,000

2,000
2,000
2,000

4,000

2,000
150,000

200,000

FY-94

124,000
6,000

1,000
8,000

1,000
2,000
1,000

4,000

3,000
150,000

200,000

Mission Strategic

Objective

Invest & Compet/Divers
Invest & Compet/Divers
Invast & Compet/Divers
invest & Compet/Divers
invest & Compet/Divers

Competitive/Diversity
invest & Compet/Divers

Economic Participation

Economic Participation

Prod/Extract Practices
Prod/Extract Practices

Democratic inst/Values
Democratic inst/Values
Democratic Inst/Values

Democratic Inst/Values



Project Title and Number

P.L.—480 FOOD ASSISTANCE

PL-480 Titie | - Food for Progress
PL-480 Title Il - PVO Prograrmns
PL-480 Titie Hil - Food for Development

SUB-TOTAL - FOOD ASSISTANCE
SUBTOTAL - DEVELOPMENT ASSISTANCE
SUB-TOTAL ECONOMIC SUPPORT FLUINDS

TOTAL ASSISTANCE TO NICARAGUA

FY-92  FY-93

25.000

4276 5236

17,000

20276 22,236

22,000 50,000

158,700 150,000

200,976 222,236

17,000

17,000

50,000

150,000

217,000

Mission Strategic
Qbiective

Invest & Compet/Divers
Invest & Compet/Divers
invest & Compet/Divers



MISSION WORK PLAN

FOR 1992
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1. Support the achievement of broad-based
and sustainable economic growth.

a. Encourage economic policies that
promote investment productive
employment and outward-oriented

diversification
Mission Objective: Increased foreign Participate in Consultative Group meeting
and domestic investment, discussing economic development over the

medium term. (March)

Further progress in stabilization through
reduction of public sector workforce by
12,500 (January)

Policy Actions as agreed to in the
Agreement for Economic Stabilization and
Recovery IV:

- - Government meets macro-economic
targets agreed to with the IMF
(quarterly)

- Elimination of legal requirement for
compulsory surrender by private
sector exporters of foreign exchange
eamings to the Central Bank (April)

- Elimination of all requirement for
Central Bank approval of purchase of
foreign exchange for imports (except
those involving the Central Banks own
or donor resources) (April)

- Clarification of the right of all
investors to purchase foreign exchange
and repatriate eamings and capital
through purchase on the private
foreign exchange market (April)
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Mission Objective: Increased
competitiveness and diversification
in the economy.

- 105 -

Privatization of 50% of CORNAP state
enterprises (March)

Undertake comparison study of Nicaragua
business environment with that of its
competitors (August)

Policy Actions as agreed to in the
Agreement for Economic Stabilization and
Recovery IV:

Assurance that tota! financing
available to ENABAS for 1992 will
not exceed the amount available in
1991 (September)

Elimination of the monopoly position
of INISER and permission for foreign
and domestic insurance companies to
operate on the same basis as the state
firm without unrealistic capital
requirements (September)

Elimination of restrictions on the
private import and export of com,
sorghum, and rice (April)

Elimination of the private import and
export of beans (September)

Equal access provided for private
banks to Central Bank discount
facilities and other resources on the
basis of full equality with the state
bank (April)

Provision by the Central Bank of no
less than $50 million in discount
resources to privately-owned banks
through instruments with an original
maturity of no less than five years and
no restrictions on their further use

(September)



b. Encourage a vigorous private sector
response

Mission Objective: Increased foreign
and domestic investment.

Mission Objective: Increased
competitiveness and diversification
in the economy.

Contract the primary institutional
contractor managing the Private Sector
Support project (January)

Establish a "one-stop shop® for investment
processing (December)

Support development of standardized
information for potential investors for

"one-stop shops” (December)

Support COSEP establishment of program
of support for potential investors (July)

Undertake assessment of Nicaragua's
industry and manufacturing sectors (June)

Contract study on the role of Nicaraguan
private sector associations in fostering
market-ted economic growth completed
(June)

One-stop shops operational to streamline
processing for exports. (December)

Support second full season of melon
exports to the U.S. (Jan-April)

Oversee procure and installation of USDA
certified meat lab (March) required for
resumption of beef exports resume to U.S.
(June)

Complete USDA certification of hot-water
treatment for mangos for export to U.S.
(June)

Complete registration of UPANIC as 2
local PVO and sign Cooperative
Agreement sign for implementation ~f PAS
project (June)
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