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1, INTRODUCTION

The USG is preparing to make an $8-10 million emergency grant
to the Government of Nicaragua (GON) and to request a supplemental budget
authorization Yor additional support to cover reconstriction assistance
for the 1980 and 1981 fiscal vears. This report is an initlal appraisal
0¥ the near-term requirements of the agricultural secter. These require-
ments arec based on CON regquests, modified as necessarvy to reflect historical
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For seven davs, I served as rthe agriceltural member of a team of

sisting of AID personnel and consultants and guided bv the

ion.  This growp was charged with making a preliminary assess-
SON over the period covered by ALD fiscal vears
1980 and 1981. The intent of this assessment was to develop a rehabilita-

stravegy which would hridge the period between
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the current emergency assistance and more nermal development assistance.

During this assignment, 1 participated in discussions with the
leadership of the four “nstitutions which make up the current public

agricultural sector:

) The Ministerio de Desarrolleo Auzreopecuario (MIDA)

. The Instituto de Comercio Extericr e Interier (INCTTH

. The Banco Nacional de Desarrollo (BND)

. The Instituto Nicaraglense de la Reforma Acraria (INRAY

This report is the result of these conversations.

It is clear that none of these institutions at this time has a
firm idea of its future programs and requirements. FEach institution
i1s in the process of taking charge of the resources which have been
assignec to it, orpanizing for action in a provisional fashion, and
meeting the most immediate needs of the emergency. [n nost cases, they
are still in the process of inventorving their resources and requesting
emergency asslstance. Thev are just initiating a more realistic appraisal

of their long-term responsibilities, the creation of a more permanent



organizational and program structure, and the resolution of conflicts

among and within their responsibilities,

In large measure, therefore, this appraisal is focused on the
institution's immediate concerns--the reestablishment of an effective
operating state, emphasizing budget support, operating capital, replace-
ment and repalr of eqnipment, and planning. Although the new sovernment
needs nearly cvervthing, most immediate needs can be provided through a
commodity import loan* which will allow replenishment of capital stock
as Lt generates needed local currencv. In addition, two near-term

agricultural project opportunities warrant consideration:

(1) An agricultural credic loan (about $10 million) to the BND
which would complement the credit being provided by the Inter-
American Development Bark, but be directed specifically ac
small farmers. This is a straightforward effort which could

be prepared and disbursed with minimum lead time.

(2) A technical assistance grant or loan with three components:

® Sector planning, project design, and feasibility studies

(about $1.0 million*#* to MIDA/DIPSA)

e Planning assistance to INRA for its state farms (about

(82,0 milliom)

e Operations advisory assistance to INRA to provide manage-

ment advisors for these farms (about $2,0 to $5.0 million)

This technical assistance effort involves sensitive areas in a revolutionary
government. The need is apparent, but has been discussed onlv in general
terms. Considerable additional work would be required to define the areas

of need, the terms of reference, and the qualifications of advisors.

* Described in the reports of other team members.

** Currency units are US dollares (USS) or Nicaraguan CSrdobas (CS).
€510.00 = 51,00
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A\ OVERVIEW OF THE AGRICULTURAL SECTOR

2.1 NATURE OF NICARAGUAN AGRICULTURE
Nicaragua is extraordinarily dependent vpon agriculture. In the
absance of other natural resources, the agricultural sector, and particularly

coffee, corton and cactle, accounts for 607 of her exports. 0Of the

coopomically active populacion, 407 work in the auricultural sector, and

a hrsh percencage of industrial investment is found in agricultural
nraduct transformation and agriculcural service industre,

Nicarvagua's food production cvele tegins in April or Mav with the
onset of the raliny season, I1n all bur cthe drier parts of the country, two
Crops——a primera and a postrera-—are possibdble.  The primera is usually
corn or Jdrrland rice, followed by corn, beang, or scrghum, depending on
the expecred length of the rainv season. Sizable quanticies of rice are

producad

¢

The zivil war found stocks of basic grains severely depleted. INCEI's
total stcrage, including client-owned grains, was onlv 11,380 metric tons:
Corn 9250

Beans 340

Rice 350

Sorghum _940

Total 11,380

Further, the war had disrupted the April-Mav land preparation and planting
season, reducing the primera and/or delaving it so that the postrera will
be largelv limited te short season sorzhum., In addition, some farmers mav
have eaten part or all of their stocks of seed and will require the sorghum
seed currentlw being imported.

A brief reconnaissance revealed enouzh food crops in the ground to
discount anv probability of famine, but future food supplies and price
levels are uncertain, Much of the irrigated riceland was expropriated and

onlv part has been planted,
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Table *

Estimate of Requirements for Crop Production Credit 1980/81

Unit Zstimated Acreage Gross
Crop Financing 1/ Acreage 2/ Z0 Finance 3}/  Requirements
CS/Mz, Mz, 200 Mz, 000 CS Million
Sesame 1070 20 10 10.7
Cotton 43500 250 150 675.0
Rice 2930 25 13 38.1
Sugar 4500 60 30 135.0
Beans 820 120 25 20.5
Corn 740 300 54 40,0
Sorghum 1200 90 20 26,0
Coffee 3100 140 34 260.3
Others 1800 25 13 23,4
1030 399 1227.1
Less 40% of banking system portfolio (estimated credit 387.0
recovery)
840.1

1/ Calculated from BNN Informe Anual 1977 adjusted for devaluation.
2/ BND projections of August 3, 1979.

3/ 60% of cotton and coffee, BND projections for basic grains and 50%
for rice and all others.
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